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RECEIVER AND MANAGER 


RECENT decision of the Court of Appeal has thrown new 

light on the position of a receiver and manager of a company, 

who has been appointed pursuant to powers conferred by 
a debenture. (In re B. Johnson & Co (Builders) Ltd.) 

Is such a receiver a ‘manager’ of the comparfy for the purposes 
of the Companies Act, 1948? It was held as long ago as 1875 that 
a person who had in fact acted as the manager of a company, 
although not expressly appointed, could be prosecuted as the 
company's manager within the meaning of Section 27 of the 
Companies Act, 1862. (Gibson о. Barton (1875) xo Q.B.D. 329.) 

The Companies Act, 1948, imposes penalties on ‘officers’ of 
companies, and ‘officer’ is defined in Section 455 (1) as including 
a “director, manager or secretary’. “Section 333 facilitates the 
за of proceedings for misfeasance and breach of trust in 
relation to a company which is in the course of being wound up. 
It provides that such proceedings may be taken, by a summons in 
the winding-up, against a wide selection of persons, namely: 

(а) any person who has taken part in the formation or pro- 

motion of the company; and 

(6) any past or present director, manager or liquidator; and 

(c) any officer. 

In In re Johnson & Co (Builders) Ltd, an accountant had been 
appointed receiver to take over the business of the company, the 
appointment having been made under a. power conferred by a 
debenture. Compulsory winding-up followed and the liquidator 
carried on the company's business. Subsequently, a contributory 
brought proceedings against the receiver and the liquidator under 
Section 333. 

The VICE-CHANCELLOR of the County Palatine Court of 
Lancaster held that the receiver was an officer of the company in 
his capacity as receiver and manager for the debenture-holders and 
that the matters complained of required investigation. Both 
defendants appealed successfully to the Court of Appeal. The 
MASTER OF THE ROLLS said that the appointment of the receiver 
was in no way a benefit to the company. He was there solely in ће, 
interests of the debenture-holders and his powers of.management 
were ancillary to the main purpose for which he was appointed, 
namely, to realize the security. He was not under any duty to carry 
on the company's business and was not any real sense its 
manager. 

As regards the actions of the receiver which were complained 
of, the MasTER OF THE ROLLS said that at the most there might be 
a claim based on negligence, but there was nothing more, even 
if there was as much as that. In the case of the liquidator, the acts 
complained of were not within Section 333- 
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ROYAL COMMISSION REPORT — IV- 
. CAPITAL ALLOWANCES | 


Extensions of Existing System 
S we reported last week the Commission 
A= the capital allowances as having 
come to stay and are concerned to make 


the existing system more logical and consistent 
with itself. We deal now with some of the recom- 


mendations on this topic in the Commission’s 


final report. 
Depreciation of Buildings 
The recommendation of the first Tucker Com- 
mittee, that an allowance be given for the 
depreciation of commercial buildings, is adopted 
by the Commission. The allowance would be 
granted in respect of all buffldings in use for the 
purposes of business which are not within the 
present definition of industrial buildings. It would 
be at an annual rate of 14 per cent, thus giving 
no relief on a building more than seventy-five 
years old. This proposal, estimated to cost £74 
million per annum, was opposed by the Inland 
Revenue on several grounds, one of which was 
that commercial buildings do not depreciate like 
factories but appreciate in value. The Inland 
Revenue also argued that there was no economic 
importance in stimulating such building. 

The Commission reject a suggestion that the 
industrial buildings annual allowance should vary 

` with the type of building. 


Taxation of Surplus Realized on Sale 
of Asset 

Although the majority of the Commission are 
opposed to the taxation in general of capital gains, 
they draw a distinction in the case of capital assets 
on which allowances have been granted. They 
consider that: 

‘as a matter of sound principle the concession 

represented. by capital allowances ought to be 

balanced by a charge on capital gains’. 

From this general recommendation they 
exclude the following: 

(a) Surpluses arising from the sale to non- 

residents of ships built before 1946. 

(6) Agricultural buildings and works. 

'The exception in favour of ships is made on 
economic grounds, to prevent the discouragement 
of the replacing of our merchant fleet with modern 


ships. Only sales to non-residents would escape; 
a British purchaser would be in a position to 
obtain allowances on the price paid by him and 
in such a case the Commission consider that the 
seller should have to pay tax on the surplus of 
the sale price over the written-down value. 

The change is not regarded as fitting con- 
veniently into the special scheme for agriculture. 
Agricultural allowances are, of course, limited to 
the original cost of the works. This, however, is 
also true of industrial buildings. It seems that 
under the Commission's proposal, a person who 
bought an industrial building at much above its 
original cost, would still be limited to the original 
cost of the building in computing capital allow- 
ances, but would have to pay tax on the full profit 
if he sold the building. It is difficult to see why 
the original cost of construction should continue 
to govern allowances after the building is sold, 
particularly as such a restriction does not apply 
to plant and machinery even now. 

In the case of agriculture there is the further 
consideration, that expenditure on agricultural 
works is a well-known method of making tax-free 
capital profits. This method is referred to in 
another part of the final report, but the Com- 
mission's recommendation in relation to the 
‘hobby farmer’ is one merely designed to make 
it more difficult to obtain relief for farming losses, 
which are not genuine trading losses. 

It is worth recalling the following extract from 
paragraph 213 of the first Tucker report: 

‘Lf it ever comes about that the scope of the tax 
is broadened so as to bring into charge . . . profits 
arising to the owner of a business from the sale of 
fixed assets, so that the seller of an industrial 
building will be liable to tax on his profits, then 
the claim of the purchaser that the amount on 
which his allowances are computed should include 
that profit, may prove irresistible despite the 
administrative difficulties involved.' 


Excavation Expenditure 
The first Tucker Committee recommended that 
excavation expenditure in relation to industrial 
buildings and.structures should qualify for a 
balancing allowance if and When the owner could 
demonstrate that the expenditure had beconte 








July 2nd, 1955 


valueless. As this would throw the whole sum 
into one year, the Commission recommend both 
annual and balancing allowances. The recom- 
| mendation extends to all adaptations of land for 
| the purpose of industry, for instance: foundations, 
levellings, cuttings, tunnels, wells, boreholes, dry 
docks and reservoirs. 


Lump-sum Payment for Hire or Use of 
Asset 

So far in Chapter 15 of the final report, which is 
headed ‘Depreciation and wasting assets’, the 
Commission have dealt mainly with tangible 
assets. The last section of the chapter is headed 
“Expenditure for hire or use of asset belonging to 
another’. Observing that payments of this kind 
would normally be deductible, the report goes 
| оп to say that difficulty arises ‘when a payment 
to cover several years has taken the form of a 
lump sum’, and quotes С.Г.В. v. Adam (7 
A.T.C. 393; 14 T.C. 34). 

Of course it would be difficult to imagine a 
payment to cover several years which was not a 
‘lump’ sum. In Adam’s case, a carting contractor 
obtained the right to dump soil on certain land 
for the ensuing eight years and he made half- 
yearly payments of £200 each. These were mini- 
mum payments; if the soil deposited in one year 
exceeded ro,ooo cubic yards, the payment was 


in terms provided that the half-yearly payments 
were instalments of a single sum of £3,200, and 
the Court of Session held that the payments were 
accordingly capital payments. 
| The Commission say they agree with the first 
| Tucker Committee that a lump sum paid to cover 
the use of an asset over a period of years is in 
substance ‘nothing but long-term revenue ex- 
penditure’. They go on, however, to вау that such 
payments are: 
*nothing more than recurring payments for the hire 
of an asset of the business, Nor, as receipts, are they 
anything but recurring . . . receipts for the use 
and, in some sense, the occupation of the recipient’s 
land. Their true nature is not effectively masked 
by calling them instalments of a lump sum or the 


| nent character. We recommend that such payments 
should be treated as deductible expenses of the 
payer and as taxable income of the recipient. Тћеу 
are the same kind qf payment as Section 179 of the 
Income 'Tax Act, 1952 (miscellaneous receipts from 
* land), is intended to cover; if necessary, its wording 








to be increased pro rata. However, the agreement. 


1 benefit secured a capital asset of a relatively perma- . 
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can be enlarged to include them'. (Paragraph 404.) 


-~ It seems that what the first Tucker report was 


here talking about was the whole capital sum, 
whether paid in instalments or not. But the Com- 
mission seem to be concerned with annual instal- 
ments of such a sum. They do not apparently 
deal with the case where, say, the right to dump 
soil on land for the next ten years is purchased 
for a once-for-all payment of £4,000. It would be 
rather harsh in such a case to make the recipient 
pay income tax and surtax on the full amount in 
one year. . 
Premiums on Leases 

It is interesting to compare the above observations 
of the Commission with their observations on the 
subject of premiums on leases: 

‘We do not think it possible to assert that a 
premium can be categorized as rent in advance, 
...8 premium is bêt treated as a sum of money 
paid upon a sale, the thing bought being the ђепег 

-ficial right or part of the beneficial right of occu- 
pation for the period of years in question.’ (Рага- 

graph 866.) 

The Commission go on to observe that no 
satisfactory method of taxing the recipient is ever 
likely to emerge and that the whole conception of 
Schedule A based on annual value precludes the 
idea of allowances against tax in respect of the 
cost of acquiring terminable interests in that 
annual value. They recommend that there should 
not be any new scheme for imposing a direct tax 
on the recipient of a premium or for giving an 
amortisation allowance generally to taxpayers to 
cover premiums, but they add that Schedule A 
assessments should be true contemporary esti- 
mates of annual value (paragraph 871). 

It is difficult to see why a distinction should be 
drawn in this way; why a landowner should pay 
tax on a capital sum paid in consideration of the 
right to deposit rubbish on his land over a number 
of years, while he should not pay on a capital sum 
paid in consideration of the right to use the land | 
for grazing or mere recreation over the same 
number of years. 

Indeed, the Commission have chosen in the 
Adam case an unfortunate example to support the 
argument that capital receipts for the use of land 
should be taxable. Even assuming that Pelion 
can be piled on Ossa, the time must surely come 
when tipping becomes a physical impossibility, 
by which time the land can have comparatively , 
little value. (To be continued.) 
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THE COMPANY DIRECTOR-I 


SECURITY IN HIS OFFICE 
by A BARRISTER-AT-LAW 


This is the first of four articles on the company director; a series designed to 
illustrate the relationship between the director of the company and the owners – the ` 
shareholders. This first ів written from the point of view of the director, and deals | 
with his rights in any dispute with members of the board or the shareholders ~ 
whether, in short, he may remain in office and carry his point of view against the 
wishes of a majority. The second will deal with the conflict between his personal 
interest and. his duties as a trustee and agent of the company. The third is written 
from the point of view of the owner of the company, to show how the shareholders' 


wishes can be enforced. Тће fourth deals with the position which frequently arises 


in small companies, where the director is also a substantial shareholder. 


part trustee and part agent for the company 
and this is, of course, to a large extent true. In 
his work for the company, in negotiating for in- 
stance with outside bodies, айа in the performance 
of his duties within the company, the director 
must act with a very high sense of responsibility. 
None the less, as against the shareholders, 
every director of a company is entitled to take the 
view that the business of the company is his 
work, and perhaps his livelihood too, whilst for 
the large majority of the shareholders, ownership 
of the company is no more than a responsibility, 
often shouldered lightly, quite incidental to the 
holding of a limited number of shares. Most 
people, after all, regard shares as no more than 
an investment, held primarily for the sake of 
dividends; and to the investor, company shares 
may together represent one class only of many 
investments, and all his investments together 
only one of various means of supporting himself. 
It is against this background that the company 
director is entitled to consider his own interests, 
and to take his own point of view occasionally 
when serious difficulties appear within the board 
or amongst the body of the shareholders at 
company meetings. It is, after all, inevitable that 
differences of opinion should arise at times even 
in the best regulated companies. Particularly in 
` the larger ones the board is often chosen from as 
wide a field as possible, and the shareholders 
themselves cover, of course, almost every branch 
of industry and the professions. 


I: has been said that the company director is 


Differences on the Board 
Difficulties with his own colleagues on the board 
may well constitute the least of the company 
director's worries; differences in point of view 
„оп matters of policy or administration may be 
discussed as between equals and put to the voté. 


• 


Against his colleagues too, the director may 
exercise all the contractual rights which he has 
under his terms of appointment with the com- 
pany, and when -outvoted on any issue it is 
unlikely that he will feel himself constrained to 
resign. If he does feel obliged to do so, however, 
his resignation may be accepted on any terms 
agreed upon by both sides, which will then 
usually be confirmed by the shareholders at a 
general meeting. 

Аз against the shareholders, however, the 
director is, paradoxically enough, in one way in 
a very much weaker position. If he derives com- 
fort from their apathy when things go wrong, 
and strength from their indecision as a body, the 
director must still bear in mind that, towards 
them, he is in a position somewhat analogous. to 
that of an employee, at any rate as far as concerns 
the termination of his appointment. Just as it is 
the undoubted right of the employer to terminate 
the contract of an employee without notice for 
misconduct, so it is the undoubted right of the 
company to terminate, without notice, the 
appointment of a director, in the event of neglect 
of his duties or any of the graver forms of mis- 
conduct, such as the drawing of a revolver and 
the shooting. of a member of the board (which 
happened in Scotland not so many years ago), 
which occasionally occur. 

Further than this, the employer may break his 
contract and dismiss an employee without notice, 
as is well known, and the employee has then no 
right to remain in his position, or to demand 
work, and his only remedy at law lies in an 
action for breach of contract. The damages for 
such a breach are, if it is proved, only the 
wages or salary for the period for which notice 
to terminate would normally be required. 

In a similar way, the c&mpany director is 
always liable to find his appointment terminated 
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by a majority decision of the company in general 
meeting, for reasons good or bad, and he, 
similarly, has no right to remain in his appointment. 

Special notice of such a resolution to remove 
him must be given, of course, and the director 
has the right to make known his own case to the 
shareholders by circular if he desires. None the 
less, removal by a mere majority vote of the com- 
pany in general meeting, notwithstanding any- 
thing contained in his contract of service with the 
company, is an unpleasant possibility which the 
director may well on occasions have to bear in 
mind. 

Rights on Removal 

This does not mean to say, of course, that the 
director is left without rights on removal; if 
the power of removal is expressly reserved to the 
согарапу in the articles, it is usually made subject 
to any rights of the director to claim compensation 
for breach of contract, and the director’s right is 
similarly expressly reserved to him in the 
Companies Act. In a similar way to the employee, 
then, the director may sue for breach of contract 
when he loses his position without notice. For 
the slander sometimes implicit in removal there 
appears to be, unfortunately, no remedy. 

It may be as well to mention at this point the 
position between the parties if dereliction of duty 


is either expressly alleged against a director оп’ 


his removal, or 1s in the minds of those who vote 
for his removal. 

There is no obligation upon an employer, nor, 
similarly, is there upon a company removing a 
director, to state the grounds on which the action 
is being taken, though obviously when a director 
is stating his own point of view in the exercise of 
his right to do во it is most likely that something 
will be said from the other side in reply. How- 
ever that may be, the director may on occasions 
be left completely in the dark on the reasons for 
his removal. | 

Should ће seek to enforce his rights to com- 
pensation, the director must remember that 
there may be alleged against him later, just as 
against the employee who has been dismissed, 
all the acts of negligence and carelessness in the 
fulfilment or neglect of his duties which may be 
discoverable. Not only those acts or faults known 
to the company shareholders at the time of the 
resolution removing him, but any other reasons 
discovered subsequently may be used against him 
to justify the removal. 


Beware the Articles 
Further than this, the right of the director to 
Claim any compensation at all rests usually only 
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upon express reservation in the articles or in the 


Companies Act, though it might in some circum- 


stances be implied too. Although most articles of 
association nowadays follow Table A and thus 
reserve a similar right to compensation to the 
director, it is possible that the articles of a 
company should provide for the removal of a 
director by a majority vote without compensation, 
and in this case the director may find himself 
bound by these provisions, if he has accepted 
appointment on terms which expressly, or by 
implication, incorporate the articles of association 
of the company into his service agreement. 


The Board as Shareholders 


For the purpose of clarity, and to emphasize the 
distinctions between the parties, all the remarks 
made so far on the director’s position against the 
shareholders have been based on the implied , 
assumption that the shareholders were a body 
more or less distinct from the board. To that 
extent, the discussion may have appeared a little 
unrealistic, since it is well known that it is only 
very seldom that shareholders themselves are 
roused sufficiently from their traditional apathy 
to the point of both vigour and concert at which 
they will succeed in removing a director by 
majority vote. This does occasionally happen, of 
course, but it is not a contingency which remains 
ever-present in the minds of the normally 
efficient board. 

What is more common, however, is the dispute 
in the smaller company, in which the directors 
themselves are also the holders of a substantial 
number of shares. If differences of opinion are 
comparatively easily resolved amongst directors 
in the larger companies, in the smaller, where the 
financial interests of substantial part-owners are 
more directly at stake, the difficulties are not 
always so easily overcome. Here, the majority 
in voting power of the members of the board 
may seek to make absolute their interest in 
the company by requiring the retirement of 


a member of the board, not in their capacity. 


of directors, but in their capacity of majority 
shareholders. 

In such a situation as this the directors of 
companies have to consider their position саге- 
fully when they find themselves not in accord 
with the decisions of their colleagues, for the 
counting of shareholders’ votes is the ultimate 
factor to decide all disputes which develop 
beyond the possibility of amicable solution. 


(To be continued.) 
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BANK SALARIES 


‘BIG SIX’ PAY STRUCTURE REVIEWED. 
by А SENIOR BANK OFFICER 


T the end of last year and the beginning of 
this, bank salaries became a matter of some 
public: interest, the newspapers giving 

considerable space both to the claims of the bank 
clerks’ union and to individual complaints of 
hardship. On the whole, it would appear, the 
public was sympathetic, although there were a 
few protests from people who suggested that no 
one should be ‘hard up on a take-home packet of 
£14 105 a week’. In any event, in the spring, the 
large banks announced new salary scales and 
promised increases also for their senior staff who 
are not covered by the scales. 

It is likely that this salary tevision would have 
come about without any Press campaign, and it 
is impossible to guess whether or how Press 
comment influenced it. But in view of the num- 
bers affected ~ bank staffs number something like 
100,000 — and the fact that some other employ- 
ments base their salary structure on the banking 
standard, an analysis of the present position is of 
interest outside banking. 

This article deals only with the ‘Big Six’— 
Barclays, Lloyds, Martins, Midland, National 
Provincial and Westminster — which employ the 
majority of the banking population; the smaller 
banks vary on both sides of the ‘Big Six’ standard, 
some of them paying appreciably less and others 
appreciably more. The ‘Big Six’, in view of their 
size, can be taken as fairly representative of the 
average. (The Bank of England has always been 
in a class by itself with, perhaps, the best of all 
banking salaries.) 

Salaries on Entry 
The.bank salary structure is founded on ‘auto- 
matic’ increases for the employees’ early years, 
during which merit cannot easily distinguish 


itself. In most of the banks these increases go on 


for men to the age of 31 or 32 (Lloyds goes to 39), 
and the salary: scales which tabulate them are 
virtually identical. They now rise from £215 on 
egtry at 16 to £700 at 31; the differences between 
one and another of them are accounted for by the 
fact that some bank pensions are contributory 
and others not, and to some extent no doubt by 
the greater length of the Lloyds scale. 

The scales are generally regarded as being 
helpful in recruiting; the salary on entry hag 
increased fourfold since 1939, the entry salary 


being obviously the most 'competitive' figure in 
the whole industry. Even thus increased, how- 
ever, it has not saved the banks from severe 
problems of recruitment in the post-war years. 


Senior Salaries 
Тће senior salaries, of course, also have an effect 
on recruiting. These salaries are more difficult to 
discuss than the scale figures, for published infor. 
mation about them is.scanty. It is clear that they 
have not kept pace, as have the most junior 
salaries, with the increases in the cost of living of 
the past fifteen years. 'T'o that extent senior bank 
employees are 'depressed'; but so are any number 
of other comparable workers. 

Such figures as are available suggest that the 
minimum retiring salary of the bank clerk who 
has not been ‘appointed’ will now be about 900. 
The figure at which branch managers are first 
appointed is probably about £1,150 or £1,200. 
Beyond that the senior salaries are largely a matter 
of speculation, and clearly these minima leave 
considerable scope for variations between branch 
and branch and even between bank and bank. A 
small suburban branch and a large office in the 
West End or City of London carry widely 
differing salaries for their managers, and some 
managers are well into tbe surtax class. But it is 
impossible to guess how many. 

Broadly speaking, their assistants — assistant 
managers and chief clerks in the larger offices, 
chief clerks alone in the smaller- fall within a 
much narrower salary band, and some 'right- 
hand men' look with some dissatisfaction at their 
managers' high salaries. But that situation, too, 
is far from being peculiar to banking. 


Pensions у 
Pensions loom very large in all bank salary 
calculations. Their value to the staffs, as a 
notional addition to salaries, is high; their impact 
on the banks’ salary calculations must be high 
too, for every such general salary increase as has 
just been made makes considerable allocations to 
pension funds necessary. Here again no figures 
are available; the general position remains as it 
has been for many years, that men normally 
retire at бо on a pension of two-thirds of their 
retiring salary. New entrants in recent years face 
a longer term of service, to 65. 
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Additional Payments 


There are certain other payments which are 
additional to salary and are-not pensionable. An 
allowance is paid for service in large towns: for 
instance, the inner London allowance varies from 
£45 to £80, some banks paying a flat sum to all 
employees, others graduating it according to 
salary. A children's allowance paid by some of 
the banks until a year or two back is no longer 
paid for 'new' children, but Јагре numbers of 
bank employees are still receiving the allowance 
of about £25 per child for their children born 
before the privilege was withdrawn. The cost-of- 
living bonus, known in the banks as the 'cash 
payment’, has been ‘consolidated’ with salaries 
as part of the recent salary revisions, thus increas- 
ing prospective pension rights; it is believed that 
the banks hope to avoid this kind of payment in 
future, meeting further increases in the cost of 
. living in the course of the annual salary revisions. 


. Women’s Salaries 

The banks have shown little sign yet of.being 
influenced by the equal pay campaign, and 
women's salaries are quite different from men's. 
'The entry salary is now the same as that for 
young men, but the women's salary drops behind 
after five or six years, and at 31 is about £500. 
The length of the women's scales differs more 
among the banks than does that of the men's; it 
goes to age 29 in the Midland, and to age 41 in 
Barclays. Beyond the scale there are, of course, 
further increases, but none of the higher appoint- 
ments are open to women; their position as 
cashiers was only consolidated during and after 
the last war. In fact, the best paid jobs to which 
a woman can usually aspire are secretarial; the 
secretaries to the senior officers of the bank are 
naturally paid rather more than their less success- 
ful colleagues elsewhere. There are also а few 
'appointed' women, especially those in charge of 
the welfare of the women staffs, but again no 
figures are available. The minimum retiring 
salary for women is now probably about £650; 
the general retiring age being 55 and that for 
new entrants 60. 


The Recent те 
‘The net increases which the new salaries represent 
(ignoring the bonus consolidation) vary as widely 
as the salaries themselves. The scales are up about 
3 per cent; the average level of over-scale increases 
is higher than thf, in some cases very much 
higher. Only three of е banks have published 
any information regarding the basis of their 
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increases to over-scale staff. Westminster man- 


agers, for example, have а flat fro increase, 
and Barclays managers a minimum of £100. If 


these are on salaries grossed-up by consolidation 


to, say, £1,300, the percentage is around 8. Some 
individual increases have certainly been higher 
than these, and the operation seems to have done 
a little to restore lost differentials. 

The average increase in basic salaries даро 
the banking ‘industry’ as a whole, including the 
consolidation of bonus as well as the further 
increases, has probably been about 20 per cent. 
This is the measure of the increase іл pension- 
able salaries; consolidation by itself did nothing 
to raise present incomes, but it added sub- 
stantially to pension prospects. 


. Staff Representation 

Staff representation in the banks is divided 
between the National Union of Bank Employees 
and the individual staff associations of the various 
banks. The Union, which is affiliated to the 
T.U.C., is recognized by Barclays only amongst 
the large banks, and the new salaries, like the. 
various salary structures of the past thirty years, 
have been negotiated mainly with the staff associ- 
ations. The Union’s voice is not entirely without 
weight however; it claims increasing membership, 
and it gets a good deal of Press publicity. 

“It is interesting to see, in this matter of staff 
representation, as in so many others, how widely 
shared the problems of the banks are: the dispute 
between trade union and company union is as 
old as the trade union movement itself. 


The Picture as a Whole 

The whole banking picture, in fact, is one which 
most readers will recognize as something very 
like other pictures they know: the struggle to 
restore disappearing differentials, young people 
‘overpaid’, women unrecognized, staff repre- 
sentation divided, pension funds a heavy ргођ- 
lem for management. The salaries paid, as far as 
they have been mentioned in this article, can ђе 
considered in two ways. Some will think them 
still too low, especially for the senior men; this 
view is shared by many of the staff themselves. 
Some, on the other hand, will say that bank 
salaries appear to compare favourably with the `’ 
remunerations advertized for a whole range of 
professional work which calls for more quali- 
fications than a bank ever asks for. In the difference 
between these two points of view can be seen 
Yet another parallel between banking and almost 
every other form of employment: 
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THE ECONOMIC EFFECTS OF 
ACCOUNTING METHODS 


GONTRIBUTED 


HE effect on profits of accounting methods 

in a period of changing prices has been 

discussed ad nauseam, though no agreed 
solution has emerged from the discussion. When 
prices are rising, accounting costs tend to be 
low in relation to replacement coste, and so 
profits look large. Conversely, when prices are 
falling, accounting cost is relatively high and 
profits are smaller. 

Not only does the figure of accounting profit 
affect the amount of taxation payable, it may have 
an effect on the course of business in general. 
At this point, the controversye of historical versus 
replacement costs becomes an economic one. 
This economic aspect has not received anything 
like the publicity that has been accorded to the 
accounting aspect. It has been made a live issue 
by an article in the May issue of Economica, in 
which Professor Baxter, of London University, 
explores certain factors in the economic effects 
of accounting practice!. 

Briefly, the point is that the alternate over- and 
understatement of profits brought about by 
accounting on the historical costs basis, seems 
likely to affect the cyclical swing in business 
activity. T'his comes about through the influence 
which profits figures have on mental attitudes, on 
the supply of credit, and on policies of consump- 
tion and investment. 

In a book published in 1952,? Mr К. Lacey 
deals at some length with these relations. It is 
now a well-known fact that changes in income 
flows generated by changes in investment are of 
the utmost importance in trade cycle theory. А 
significant rise in investment, not matched by a 
rise in savings, will substantially raise money 
incomes over a period of time through the 
operation of the multiplier principle. In times of 
full employment this will add to existing in- 
flationary pressure. A fall in investment, not 
accompanied by a decline in savings, will reduce 
meney incomes and produce a situation where 
labour and capital are under-employed. 


Mr Lacey makes the point that the level of 





1 ‘The accountant’s contribution to the trade cycle’, by 
Professor W. Т. Baxter, B.COM., С.А, 


з Profit Measurement and Price Changes. Sir Isaac Pitman &, 
Sons Ltd. London. Reviewed in The Accountant, dated 
January 24th 1953, p. 98. 


investment in stocks has just as potent an effect 
in this respect as that in fixed investment. He 
shows that the conventional methods of account- 
ing tend to promote divergent movements in 
investment and business savings and so aggravate 
the effect of the business cycle. During a boom, 
‘real’ savings – і.е. savings after necessary in- 
ventory adjustments — are only moderate, whilst 
real investment in fixed assets and additional 
quantities of stocks is high. On the other hand, 
there is a period of a year or two after the 
beginning of the downturn when real savings 
rise considerably just as investment is being 
curtailed. 

Accounting methods also have an important 
influence on business confidence through the 
published figures of profits (or losses). In this 
case the method used for calculating depreciation 
of fixed assets also plays a part. During a period 
of rising prices, reported profits are inflated on 
account of the inclusion of stock appreciation ` 
and depreciation at original cost. This results in 
excessive optimism, and the apparent profitability 
of business leads to an expansion in activities and 
a further round of new capital investment. When 
prices are falling, conventional accounting prac- 
tice exaggerates the losses being made and so 
adds to the general loss of confidence. Thus, for a 
number of reasons, this practice could have the 
effect of intensifying booms and depressions. 

Professor Baxter appears to accept the con- 
tention that accounting methods can act in the 
way just described; he is more concerned with the 
timing of what he calls ‘the accounting error’, i.e. 
the gap between accounting profit and that which 
would be obtained if inputs were charged at the 
replacement prices ruling at sales dates. He 
concludes that the effects of the so-called ‘stock 
error’ and ‘depreciation error’ are not necessarily 
always in the same direction. But he believes that 
an error so widespread and so emphatic in its 
rhythm must have a considerable influence on 
business sentiment. Moreover, through its effect 
on the savings/investment relationship, it tends to 
increase the multiplier effect and so reduces the 
stability of the economy. He suggests the use of 
replacement costs in ordinaryerevenue accounts, 
as well as in the calculation of taxable profits, аз, 
a means of reducing this instability. 



























Preface 


md feviewed ја the following order: 
establish- 


pu a to carry out the 
predetermined policy and de- 


Control: establishment of man- 
agement control information in 
order to measure the effective- 
ness of the actual operation com- 
_ pared with the forward plan; and 
c (4) Implementation: The motiva- 

tion and co-ordination of the 
| team of individuals who operate 
the plan. 

The classification of the func- 
tions in this way helps to simplify 
the problems of industrial man- 
agement. It brings into relief the 
importance of regarding the de- 
termination of forward policy and 
. the detailed planning of products 
and manufacturing facilities as 
_ being separate from the day-to- 
_ day running of the business, and 

га primary responsibility of the 
directors. The establishment of 
a proper organization and of routine control pro- 
cedures assists the executives in the problems of 
S ера 




















E Organization 
The first requirement of management is that the 
personnel to whom they pass their instructions should 
or ipo into a balanced and properly defined 





«Chart II shows an organization chart for a fairly 
large company, and it will be seen that the responsi- 
bility is divided up by specialized subjects. This is a 
typical functional organization, with design, supply, 
Works management, sales and finance as the main 
operational divisions. Running through the whole 





А paper read before age London Chapter of the Institute 
of Internal Auditors on January sth, 1955, at The Kingsley 
Hotel, ao Way, London, with Mr A. H. Abbot 





HE purpose of this paper is to outline the main 
fundamentals for a manufacturing organiza- 
A. tion. A concept of industrial management 
classified under four main headings is illustrated 
Chart I. In this paper these main functions are 
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structure is a chain of responsibility, from the board 
the managing director, from the managing director. 
» each of the functional chiefs, and similarly under 
se down to the shop floor or its equivalent. This 
ain is the main channel of communication. 'T'he 
a constant flow of instructions, delegated authority =. 
d responsibility downwards, and reporting and. 
answering for the responsibility | 
upwards. m 

In a functional organization, 
however, there must be con-: 
siderable consultation and com- 
munication horizontally between... 
functions, e.g. the works man- | 
ager and the sales manager must | 
fet together to work out the pr 
gramme for manufacture in line ; 
with forward sales demand ando 
production capacity. ‘This cross 
communication happens easily 
and informally at all levels wher 
there is proper delegation, | 
cause it is not necessary to refer 
up the line on matters of detail. 
Communication at any one leve 
is mainly concerned with c 
ordination and the exchange 
ideas and information — not the 
issue of instructions, which must 
come down. the vertical line. | 

Higher up the tree, however, 
the specialist chief has the final | 
responsibility for the one specific 
function and there is som: times a Us 
tendency to regard time spent working out proble que 
with other functional chiefs as time which could have | 
been better employed on the work for which he alone. | 
will be held responsible. The best solution then is to 
have a formal committee for the top co-ordination. of x 
day-to-day operations. The managing director's — 
function is usually described as one of co-ordination, | 
but the whole organization will run more smoothly 
if it is realized that co-operation at a level is better 
than co-ordination from above. : 

This type of functional organization provides: 
arrangement for harmonious working of day-to-day 
production operations. However, it 1s necessary 4o 
make provision for other responsibilities of manage- |^ 
ment, particularly in respect of forward planning. ^. 
Each of the functional managers, apart from his ` 
technical responsibilities, is concerned in forward 
planning, particularly in regard to the function which 
he controls. In most firms, operating responsibilities 
*ake so much of the leading executives' e that 
unless some formal arrangements are made for forward 


















































planning, insufficient time wi b 





is for this reason that the various ‘staffs’ are shown | 
on the organization chart. In a large company, each . 
senior executive should be provided with his personal | 


“staff to assist in the preparation of the contribution 
from his department to the forward policy plan for 
» the company. 

The job of the central staffs responsible to th 
“managing director is to co-ordinate the contribution 
of the various specialist staff into a comprehensis 
plan. The staffs themselves have по executiv 


approval. This authority rests either with tht 
< functional chiefs themselves ог, where a project 
affects the whole company policy, а decision is given 
either through the committee structure or by the 
managing director himself. 

‘Chart И shows a number of other indirect depart- 
ments under the heading of central staffs, which are 
not primarily concerned with forward planning. The 
reason for this is that departmehts which provide a 
ѕегуісе to some or all the direct functions in the 
organization are more conveniently regarded as staff. 
"For example, public relations is a service to the 
company as a whole, and does not contribute directly 
to production. 
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authority but are responsible for the submission бе 
olicy plans to the appropriate executive, ог body, foie 
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| Forward Planning 





hs us first consider the need for integrated. forward | 
planning — the policy-making job which takes into ^. 
: account future products, production facilities, finance, 


апа гай the items which must be considered to 
formulate a forward policy. Before a company can 
embark upon a scheme, consideration must be 
given to: 
(a) the type of product likely to be required, as 
"indicated by market research and consumer 
preference; 
(b) the anticipated future demand; G 
(c) the price at which it will sell; and last, but by 
no means least, that the design will meet its 
functional requirements and at the same time 
be economical to manufacture. 
Management needs to formulate its plans well in 
advance of the production date — and these plans 
must be very thoroughly vetted before the company 
is committed to spending large sums of money. 
Once the main policy has been determined, con- 
sequential problems can be tackled. This will involve 
consideration’ of labour. availability, floor- space, 
tooling, and of financial details. All these different 
aspects of the problem have to be considered in 
detail and must necessarily be co-ordinated with the 
overall policy plan. For this reason management must 
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provide for co-ordination of all the aspects of the 
problem so that the result becomes an integrated 
forward plan. 

The very nature of certain industries makes 
integrated forward planning a necessity, e.g. the 
supply and вена of electricity. The production 
and siting of generating plant is a long and costly 
business and plans are, therefore, laid years ahead 
in order to satisfy an ever-increasing demand. 
Similarly, the oil industry must, and does, apply the 
principles of integrated forward planning on its vast 
projects involving the erection of much capital 
equipment. Again, the motor industry must consider 
the design and development of new prototypes as 
well as tooling for maximum output according to 
the sales potential. 

There are degrees and varying facets in applying 
these principles. For instance, in the radio industry 
it is not possible to plan too far ahead because of the 
rate at which technical development takes place. In 
the manufacture of aircraft and aero engines, the 
same principles apply, but in å different way, in that 
provision has to be made for flexibility during the 
course of production. 
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At the other end of the scale, the textile industry 
can produce a variety of products without recourse 
to constant changes of plant and equipment – and in 
this case the need for long-term forward planning is 
not so evident. 

In the case of the sub-contractor who has no 
control over the forward planning or the marketing 
arrangements of the end-product to which he is 
contributing it is difficult for him "o apply these 
principles. 

The actual process which is necessary for determin- 
ing forward product plans will vary from one industry 
to another, but the principle is the same whether the 
products have a short development cycle, such as 
Christmas toys, ог а long development cycle and 
high capital investment such as motor-cars. 

As an illustration of the forward planning procedure 
let us consider an outline of the way in which this 
problem is handled by Ford Motor Co Ltd. 

Chart ITI indicates that the forward product plan- 
ning is concentrated round a product committee 
which is shown receiving contribution from Sales, 
Design, Manufacture and Finance. The idea for a 
new model is normally originated by Sales or Design. 
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Sales would initiate a proposal for a new product as a 


no longer competitive, or for which demand is falling 
off. On the other hand, the designers may have 
evolved a product as a result of their research and 
development which they consider would find a good 
market. 

In the case of a suggestion from Sales, they would 
have already ascertained from their market and 
consumer preference surveys, the type of product 
that was needed to enter a steady and lucrative market, 
so that they can present to the committee, data on 
specification, price and estimated sales volume. This 
is considered by Design who report back as to whether 
it would be possible to meet the specification at the 
Proposed price. 

Manufacture then comes into the picture to confirm 
that the product would utilize a sufficient amount of 
the existing manufacturing facilities and determine 
what new equipment would be required. 

Finance confirm that cash d be available for 
capital equipment and all the expense items that go 
with a new product. After this p discussion, 
Design would be given approval to develop proto- 
types, while more thorough investigation is made into 
questions of volume and capital expenditure. 

At this stage the sales potential is again reviewed as 


PRODUCTION COSTS 
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regards the acceptability of the proposed new model 


replacement for a model which is considered to be ^in both the overseas and domestic markets. The 


estimating of sales volume over future years is a 
complex and difficult problem, but obviously of very 
great importance. These sales volume estimates are 
used to calculate the required production capacity in 
terms of men and machines, and upon the acc 

of the estimates will depend the full utilization of the 
capital investment. T'he cycle time for the manufacture 
and subsequent sales life of a motor-car necessitate 
estimating well into the future ~ a matter of years 
and not months. 

When prototypes have been completed the final 
decision must be made whether to go into production 
or not. Those taking the decision must be sure that 
the product is right, that the market is there, and that 
the product can be manufactured at a cost that will 
yield fair return on investment. If the committee 
sanctions the proposals, Manufacture must consider 
in detail how to meet the requirements of the design, 
and proceed to order the necessary machine tools, 
jigs, fixtures, inspectior equipment, etc. The produc- 
tion date must be fixed, taking into account the time 
required for making, delivering and installing equip- 
ment, and also for trial production runs. 

There must be very careful co-ordination because 
the days are gone when the plant could be shut down 


EXPENDITURE 
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for six weeks while a change-over was considered, and 
it is management's responsibility to see that continuity 
of employment is maintained. Shutting down the 
plant means a loss all round, while efficient inter- 


locking of the whole change-over will avoid loss of 
production and labour hours. 


Control 


So far we have dealt with an organization chart 
which provides for two of the functions of manage- 
ment, i.e. organizing for production and. for determin- 
ation of the forward policy. There are two other main 
functions of management: control and implementa- 
tion (Chart I). 

Having determined the forward plan and laid down 
a structure to carry it out, it 18 necessary to control 
the operations against the predetermined plan as 
regards the product, the progress and, more parti- 
cularly, the cost. It is therefore necessary to establish 
a form of cost control which will provide a measure of 
cost and expenditure against a target standard or 
budget. This should be estaBlished as a service to 
each level of management, so that cost may be 
controlled during the implementing of the plan. 

The object of control returns must be to provide 
each executive with a measure of the performance of 
his responsibilities against a budget or standard. On 
the commercial side this would take the form of a 
comparison of actual sales turnover with forecasts. 
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On the manufacturing side, where the responsibility 
is for expenditure rather than income, actual costs 
are measured against budgets or standards. The totals 
of revenue and expenditure may be summarized on 
one form as the total company objective in relation 
to profit on investment (Chart IV). 

The layout and arrangement of the forms presenting 
the information to the various levels of management: 
is of importance. Each level should be arranged so 
that figures can be posted periodically, and therefore. 
show the trend. Each posting of actual expenditure 
should be shown against the forecast or standard, so 
as to indicate the variance. Complication is avoided 
if the same layout is used for all cost control 
returns. 

Chart V illustrates the analysis of expenditure for 
control purposes. 'l'he total expenditure is broken 
down under labour, material, and overheads, as for 
normal accounting purposes; but further analysed by 
responsibilities to foreman level. Each control return 
shows actual expenditure against budget or standard, 
as illustrated by the indirect materials control form. 
shown in Chart VI. ` | 

The basis for control of direct labour costs should 
be the standard obtained from work study. Chart VII 
shows the shift hours subdivided into machine- 
cutting time, operator-handling time, out of balance, 
waiting and delays, and non-production time. The 
purpose of time and motion study is to obtain the 
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best standard of performance, and not merely to find 
a basis for rate fixing for an incentive payment 
system. Method study will enable the best feeds and 
speeds to be determined and the best way of arranging 
operations for minimum handling costs. 

Motion study applied to the essential handling 
operations helps with the elimination of unnecessary 
movements, and thus reduces the amount of work 
involved. When all the aspects of the job have been 
thoroughly investigated and the best methods have 
been established, a standard or work value for each 
operation can be accurately assessed by time study. 
This standard value becomes the measure of perform- 
ance and the basis for cost control. It is important 
that the standard should not include an allowance for 
variable losses — items ‘D’ and ‘Е on the chart. It is 
by showing up these losses that attention can be 
concentrated on eliminating the causes and improving 
performance. 

- The main object of work study is to obtain a 
measure of a fair and steady day's work and to 
facilitate the job. Waiting time and delays prevent 
labour from being as productive as it might other- 


| wise be, and it is a management responsibility to 


reduce the extent of these losses and afford the 


WORK 
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maximum facilities for continuous and uniform work. 

Standards should be established for items of 
indirect expenditure, for example, cutting oils, tools, 
etc.'In this case the standard or budget does not lend 
itself to time study methods, but must be established 
from a study of past usage. 


Implementation 


"The fourth subdivision of the management problem 
is the most important and the most difficult. It does 
not lend itself to any simple arithmetical solution 
which can be applied to the other three headings. 
Without the ability at all levels for handling people 
in the group, no organization can work satisfactorily 
or effectively. 

The management of people is a combination of 
art and science, and there is no formula which will 
resolve the multiplicity of problems which continually 
arise. This calls for qualities of leadership and 
initiative in managers so that they can obtain the 
best results from the personnel under their control. 

However, this part*of the problem is considerably 
simplified if proper steps are taken to see that the 
other main functions of management which have 
been reviewed above are properly catered for. 
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WEEKLY NOTES 


'The Institute's Summer Course 


The ninth summer course of The Institute of Char- 
tered Accountants in England and Wales will 
assemble at Christ Church, Oxford, during the after- 
noon and evening of Thursday next, July 7th, and 
will continue until lunch-time on the following 
Tuesday. 

These courses provide an invaluable opportunity 
for members from all parts of the country to meet 
in surroundings conducive to serious thought with 
the object of discussing, and exchanging views 
upon, topics of importance to the profession at the 
present time. Three subjects have been selected for 
consideration this year; they are: simplification of 
accounts; incomplete records; and professional good- 


The first-mentioned subject will be introduced 
by Mr E. H. Davison, a.c.a.p chief accountant of 
Courtaulds Ltd, with an address entitled ‘Financial 
enlightenment – the simplification of accounts’. “The 
preparation of accounts and taxation computations 
from incomplete records’ is the subject of a paper 
to be presented by Mr С. P. Morgan-Jones, M.A., 
Е.С.А. (Edmonds & Co, Eastbourne); and a paper by 
Mr E. K. Wright, M.4., F.C.4. (Annan, Dexter & Co, 
London) will deal with ‘Professional goodwill — 
methods of valuation and payment’. There will also 
be a ‘Brains Trust’ session. 

The social activities will again include a golf 
competition, and a guest night dinner will be held 
in Hall on the Monday evening. 


Oil for Power 


As the prospects of the coal industry fail to improve, 
the British Electricity Authority is showing an 
increased interest in the possibility of using more fuel 
oil as a substitute for coal, at least until atomic power 
can be produced on а large scale. It was evident when 
the announcement was made that the Marchwood 
Power Station in Hampshire, due for completion in 
1956, would be equipped with dual firing equipment 
for coal and oil, that the Authority was being won 
over to oil. 

Now seven other stations are scheduled for oil- 
‘firing and the Central Electricity Authority has taken 
out a contract.for fuel oil to supply these stations. 
Although the price in the contract is below fuel oil 
prices in general, it is thought to be barely com- 
` petitive with coal prices at present. It is expected, 
however, that the trend bf coal prices will be upwards 
and the Authority will be looking to a price advantage 
from fuel oil in the next few years. Coal will, of course, 
continue to be the main source of fuel for the power 
stations for some time, but it is clear that oil is now 
scheduled to play a much larger part in the generation 
of electric power in the early days of the atomic age 
than was expected even twelve montha ago. 





New Inland Revenue Chairman 


Sir Henry D. Hancock, K.C.B., K.B.E., C.M.G., yesterday 
assumed the office of chairman of the Board of Inland 
Revenue in succes- 
sion to Sir Eric St 
J. Bamford, K.C.B., 
К.В.Е., С.В., whose 
impending retire- 
ment was announc- 
ed in our issue of 
March 26th last. 
Sir Henry Han- 
cock, who is 5b, 
was formerly Per- 
manent Secretary 
to the Ministry of 
Food until the re- 
k cent amalgamation 
USES TT of that Ministry 
Sir. Henty-Hantock with the Ministry 
of Agriculture. Educated at Haileybury and Exeter 
College, Oxford, he served in the First World 
War from 1915-18 and in 1920 entered the Civil 
Service. After holding posts with a number of 
Ministries, he became, from 1941-42, Secretary- 
General of the British Purchasing Commission and 
British Raw Materials Mission, U.S.A. From 1942-45 , 
he was Deputy-Secretary of the Ministry of Supply 
and from 1945-48 Deputy-Secretary of the Ministry 
of National Insurance. He became Permanent Secre- 
tary of that Ministry in 1949, which post he held until 
1951 when he was appointed Permanent Secretary to 


‘the Ministry of Food. He was knighted in 1950. 


Sir Eric Bamford, 
who has now re- 
tired from the pub 
lic service, had 
been chairman of 
the board since 
1948. 

He was educated 
at Stoneyhurst and 
Corpus Christi 
College, Oxford, 
and his career in 
the Civil Service 
began in 1919 when 
he was invalided 
from the Army. He 
entered the G.P.O. 
where he spent a brief period before moving to the 
Treasury as private secretary to the Financial 
Secretary. Further secretaryships followed, until in 
1939 he joined the newly-formed Ministry of Informa- 
tion. Within a year he was Cqptroller, and by the 
end of the war Director-General. 

He received his knighthoed in 1949. 





Sir Eric Bamford 
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Metals and Ministries ` 

The Ministry of Supply is to relinquish its responsi- 
bilities for most of the metal and engineering 
industries in the near future. Its functions so far as 
these industries are concerned are to be transferred 
to the Board of Trade. The change-over has been 
planned for about two years and for some time now 
the dismantling of Government controls has grad- 
ualy reduced the Ministry of Supply's interest in 
those industries which are not directly concerned 
with armaments of one kind or another. The Board 
of Trade will thus be taking over mainly the job of 
collecting statistics and assisting in trade matters. 

The Ministry of Supply now become much 
more what its name suggests, since it will be con- 
cerned with the supply of requirements for the armed 
forces. It will remain primarily concerned with 
military equipment, but this is bound to cover a 
fairly wide field in special metals and electronics as 
well as aircraft, guided missiles and atomic weapons. 

It is doubtful indeed if the functions of the Ministry 
can ever be completely and closely defined. It is 
bound to remain close to many industries owing to 
its association with research. Here again, research 
into military projects must inevitably spill over into 
fields where civil development and. production work 
are affected. It is, perhaps, not so much that the 
Ministry's functions are-being reduced as that some 
of them, particularly those connected with the control 
of metals and the allocation of scarce supplies, have 
withered away as the market mechanism has gradually 
taken over. 


Organization for Atomic Power 
It has been known for some time that the first civil 
application of nuclear fission will be atomic power 
stations. With the announcement last week that the 
English Electric Co, Babcock & Wilcox and Taylor 
Woodrow have formed a group to undertake com- 
plete atomic power projects, there are now four such 
consortiums 1n existence. Тће other three are grouped 
round Associated Electrical Industries, the General 
Electric Co and C. A. Parsons, respectively. It will be 
noticed that all of these are already major concerns in 
the electrical engineering field. These groups are now 
engaged in tendering or signing contracts for the 
construction of fifteen atomic power stations in this 
country and they will also hope, in due course, to 
build up an син trade as w 
The structure of the atomic industry i is thus LE. 

ning to take shape. At the key point will be the four 
groups of concerns and in addition there will be, in 
fact there may be already, nearly 200 companiés 


| which are vitally concerned either with the supply of 


equipment for atomic power stations or the develop- 
ment of new uses for the by-products of nuclear 
fission as well as the supply of equipment to make 
such development possible. The first dim outline is 
thus emerging of a*Bew industry which is super- 
imposed on and scattered,over groups of other indus- 
tries already in existence, and which expects to 
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provide cheap power in future for British industry 


"which is faced with the prospect of increasingly 


dearer coal. This industry represents a large-scale, 
organized effort to place this country at the front of 
the atomic race and make it the atomic workshop of 
the world. 
Lower Тгаде Gap 

During May the external trade deficit was the 
smallest so far this year, according to the preliminary 
figures issued recently by the Board of 'Trade. 

Total exports were £258 million compared with 
£253 million in April and £238 million in May of 
last year. This means that exports increased on the 
month by 2 per cent and on the year by 8% per cent. 
United dom exports to North America in 
May reached the ld o d d 3 million compared 
with £26:2 million in April and a monthly average 
in the first quarter of the year of [23'7 million. The 
advance over the month was more than accounted for 
by increased shipments to Canada. ЈЕ is to be 
remembered, too, that May this year was a short 
working month. 

Imports at £290 million were 8} per cent lower 
on the month and they touched the lowest level of 
any month this year. The result is that the trade 
gap was only £32 million in May compared with 
m million in April and £92 million in March. 

‘There are thus indications that the restocking of 
materials by industry has béen quite severely curtailed 
and it is likely that the last increase in Bank rate 
has forced companies to review their working 
capital position. On the export side, it may be that 
some companies brought forward shipment to avoid 
the rail strike then imminent, but this is the only 
conceivable effect that the strike wave can have had 
on the export trade figures so far. Both the stevedores’ 
oe and the rail strike will begin to show results 

exports and imports when the June are 

available, and it may be that they will be working 
ЕА out, on the whole adversely, on the trade 
position right through the summer. The May trade 
figures are encouraging for they suggest that the 
monetary weapon has had mad effect which the 
authorities wished to bring about. It remains to 
be seen if the recent buoyancy of exports and the 
economizing of imports is to be partly offset by 
the effects of the two big strikes. 


Accounting Hail of Fame . 
Mr Percival. Е. Brundage, C.P.&,, Deputy Director 
of the Bureau of the Budget, was elected to the 
Accounting Hall of Fame at the seventeenth annual 
meeting of the Institute of Accounting held recently 
at Ohio State University. The Accounting Hall of 
Fame was established in 1950, its purpose being to 
honour famous accountants for their services to the 
accountancy profession in the United States. 

Mr Brundage attended the Sixth International 
Congress on Accounting held in London in 1952, 
When he acted as a rapporteur at the business 
session on “The incidence of taxation’. 
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FINANCE AND COMMERCE · 


After its exertions of recent weeks the stock-market 
is looking a little tired. While there 18 no general 
expectation of higher Bank rate it is clear that credit 
stringency must remain as part of the ‘bill’ to be paid 
for rail and dock strikes. This realization has 
prompted market profit taking. 


Pioneer Housing 
Women’s Pioneer Housing Ltd, whose accounts we 
reprint this week, is one of those exceptional under- 
takings, a public utility society. As Mr W. E. A. 
Norman, А.3.А.А., explains in his statement with the 
accounts, the society is financed mainly by women 
interested in the housing of women and it was formed 


to provide accommodation at the most economical’ 


rents possible although it is not in any way a charit- 
able body. Of the 818 shareholders in the society, only 
145 are tenants, and 102 out of, 440 loan stock-holders 
are also tenants. 

: In the accounts, the most striking figure is the 


taxation charge of £3,465, although profits were only. 


£2,856. Mr Norman provides the reason for this 
'extraordinary situation' by pointing out in the first 
instance that the society is assessed on the annual 
value of its properties — the income from the proper- 


ties after deducting local rates etc., and the statutory: 


allowance for repairs. 

This allowance is inevitably less than normal 
expenditure, and on the normal basis of claiming 
relief in respect of the cost of repairs, maintenance, 
insurance, etc., on the average of the preceding five 
years, a year with heavy repairs, but with a light 
five-year average, results in the society suffering the 
heavy cost of repairs coupled with a high income 
tax charge. The reverse also operates, of course. 


No Depreciation 
Further than this, Mr Norman explains that no 
deduction is allowed for depreciation of properties in 
computing the taxation liability. 'Leaseholds, he 
states, ‘are a wasting asset and the buildings which 


stand on freehold land also depreciate year by year. 


No properly managed concern would fail to make 
adequate provision for this depreciation in the 
accounts, and no auditor would sign the balance sheet 


* without calling attention to this matter if no provision 


had been made, but the Revenue will grant no allow- 
ance except in the case of industrial properties.' 

The Housing Repairs and Rents Act freed the 
society from rent control from March rst this year 
and an increase in rents from the 25th of that month 
will step up revenue by some £4,000 in the current 
year. But with a heavy programme of expenditure in 
hand there is unlikely to be a profit margin at the end 
of the year. With the repairs programme completed, 
however, it will be possible to calculate a reasonable 
annual maintenance figure to keep the properties ih 
a satisfactory state. 


Naturally the higher rents have met with some 
opposition, and Mr Norman, in commending staff for 
good work, remarks that there was ‘much adverse 
propaganda and spurious attacks made by certain 
local tenants’ associations, who were not rightly 
informed and this resulted in a trying time for all 
those involved in the administration of the society’. 


Change of Date 


Some interesting points arise in the accounts of 
Grattan Warehouses Ltd from the change in the 
company's accounting date from. June goth .to 
December 31st. The change was a matter of con- 
venience. June 3oth comes in holiday time which, 
the chairman points out, also applies to the auditors; 
it also meant stock-taking at a busy time etc. And so 
the accounts recently issued are for the six months to 
December 318t, 1954. 

Point one is that full taxation for the period under 
review has been reserved in the consolidated profit 
and loss account, although only a small proportion is 
actually required. The figures have been shown this 
way, says Mr W. J. Roach, the chairman, in order to 


make comparison with a full year’s figures more 


readily understandable. 

A further result of the change is a credit of 
£366,629 in the consolidated profit and loss account 
for ‘Retrospective taxation adjustments — in respect 
of change in accounting date’. \ | 

Mr Roach points out that by virtue of the taxing 
legislation, provision for income tax calculated on the 
profits of a company’s financial year is in advance of 
actual requirements by anything (in terms of time) 
from one to two years. The change, he says, broadly 
required relatively little further provision for income 
tax for the reason that there was no encroachment 
on a fiscal year not already covered in the accounts at 
June 30th, 1954. " 

The net practical effect in the period of transition 
is that provision for income tax in excess of require- 
ments is made available and ‘Amounts set aside for 
future income tax’ reduced appropriately. 

Apart from other considerations, the fact that the 
accounts are for a half-year and not a year and a half 
is commendable. So often it happens, when an 
accounting date is changed, that the next accounts 
are extended for something over the twelve months 
and shareholders are that much longer out of touch. 


Money Market 


There was little change in Treasury bill conditions 
on June 24th. Applications totalled £380,505, and 
with the market’s bid held at £99 os 2d the average 
discount rate was virtually unc ed at £3 198 4'534 
per cent. The market received 58 per cent of require- 
ments. This week's offer is £290 million. 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Rosette Franks (King Street) Ltd v. Dick 
In the High Court of Justice (Chancery Division) 
May 3rd, 1955 
(Before Mr Justice DANCKWERTS) 


Income tax ~ Appeal ~ Additional | assessment — Evi- 
dence of one omitted item — Whether evidence in support 
of additional assessments — Income Tax Act, 1952, 
Sections 36 (3) (b), 52 (5). 


The appellant company carried on the business of 
а ladies’ outfitter. Accounts were submitted to the 
Inspector of Taxes year by year and assessments were 
made on the basis of the accounts. Later it came to 
the knowledge of the Inland Revenue that there had 
been a transaction with a customer, which might have 
resulted in the customer's payment not being brought 

into account for tax purposes, and the Inspector of 
Taxes made additional assessments for a number of 
years. There was no other evidence of irregularities. 

It was contended on behalf of the company that 
the evidence in question was insufficient to establish 
that the accounts submitted by the company to the 
Inspector of Taxes year by year ought, not to be 
relied upon. Тће General Commissioners decided 
that the additional assessments should be confirmed. 


Held, that there was evidence to soppan the 
General Commissioners’ decision. 


Kirkness v. John Hudson & Co Ltd 
In the House of Lords 
May sth, 1955 


(Before Viscount Ѕімомрѕ, Lord MORTON OF 
Henryton, Lord Rew, Lord Tucker and Lord 
SOMERVELL oF Harrow) 


Income tax ~ Balancing charge — Vesting of wagons in 
British Transport Commission — Whether a sale – Non- 
rateable machinery — Lands Clauses Consolidation Act, 

- 1845, Sections 15, 16, 92 — Sale of Goods Act, 1893, 
Section 1 (1) - Local Government Act, 1894, Sections 
9 (т), ro – Income Tax Act, 1918, Schedule D, Case 
V, Rule т —Finance Act, 1924, Section 26 — Income 
Tax Act, 1945, Section 17 — Finance Act, 1947, 
Sections 39, 74 (4), Schedule VII — Transport Act, 
e 1947, Sections 12, 27, 29, 30, 58 (3), 68 (1), 70, 
Schedule VI — Finante Act, 1948, Sections 34, 35, 
82 (4). 

The respondent company carried on business as 
a coal merchant, and in 1947 it owned 663 wagons 
which had been under requisition to the Ministry of 
Transport from 1939. On јасан rst, 1948, pursuant 
to Section 29 of the Transport Act, 1947, the railWay 
wagons vested in the British Transport Commission, 


and the company received a sum calculated according 
to Schedule VI to the Act. 

The company was assessed under Case I of 
Schedule D-for 1948-49 in the sum of f29,021 
which was the amount of a balancing charge claimed 
by the Inland Revenue on the ground that the pro- 
cess whereby the wagons became owned by the British 
Transport Commission was a sale for the purposes 
of Section 17 of the Income Tax Act, 1945. Тће 
Special Commissioners decided in favour of the 
Inland Revenue. G 


Held (Lord Morton of Henryton dissenting) 
(affirming the decision of the Court of APPEN) that 
the transaction was not a sale. 


Walker and Others v. СТЕ. 


In the House of Lords 
May sth, 1955 


(Before Lord MORTON or HeNRYTON, Lord PORTER, 
Lord Rem, Lord RapbcLiEFE and Lord Coxen) 
Estate duty — Aggregation - Married women’s insur- 
ance policies — Policies for benefit of estate of last child 
to die – Whether policies exclusively for benefit of 
children of assured — Whether parent never had ап 
interest in policies - Married Women’s Policies of 
Assurance (Scotland) Act, 1880, Section 2 — Finance 
Act, 1894, Section 4 — Finance Act, 1900, Section 18. 


Policies under the Married Women's Policies of 
Assurance (Scotland) Act, 188o, were taken out by a 
parent of whose estate the appellants were trustees. 

he four policies were for the benefit of a nominated 
child, if he should survive his father; if he did not, 
then for the benefit of the other two children equally, 
if they survived their father; and if only one survived, 
then wholly for that child. The policies went on ќо 
provide that if all the three children predeceased 
their father, the policies were to be for the benefit of 
the estate of the child who died last. None of the 
policies had been, or could have been, delivered to 
any beneficiary. 

It was contended for the trustees that the policies 
were expressed on the face of them to be for the 
benefit of the children, as was required by the Act; 
that the deceased never had an interest in any of the 
policies; and that, therefore, the policy money could 
not be aggregated with the rest of his estate for estate 
duty purposes. The Inland Revenue contended that 
the statutory condition was not fulfilled by any of 
the policies, and that the provision that the policies 
were to be held for the benefit of the estate of the 
child last to die did not ван у the statutory require- 
ment that the policies should be held for the benefit 
of the children alone. 


July 2nd, 1955 


Held (reversing the decision of the Court of Ses- 
sion), that the policies were for the benefit of the 
g hildren and were within the protection of the Act 

f 1880, and that the policy money should not be 


Aggregated for estate duty purposes. 


Sharpey -Schafer v. Venn 
In the High Court of Justice (Chancery Division) 
May 6th, 1955 

(Before Mr Justice DANCKWERTS) 
Income tax — Appeal – Decision in favour of appellant – 
Statement of case at appellants request ~ Whether 
statement of case competent — Income Tax Act, 1952, 
Section 64. 
| The appellant appealed to the Special Commis- 
(iari against an assessment made on him, and the 
Special Commissioners discharged the assessment. 
he appellant nevertheless окна dissatisfaction, 
and the Special Commissioners stated a case at his 
request. 
| Held, that as the Special Commissioners had 
ecided in favour of the appellant they should not 
ave stated a case on a request by him, and accord- 
ingly that there was no matter as to which the 
appellant could appeal to the High Court. 


C.I.R. v. Pay 
In the High Court of Justice (Chancery Division) 
May x1th, 1955 
(Before Mr Justice DANCEWERTE) 
Surtax — Settlement — Sums paid by settlor to trustees — 
Whether deductible in computing зе от 5 total income — 
їпапсе Act, 1938, Sections 39, 41 (3), (4) ~ Income 
ax Act, 1952, Sections 407, 411. 

On June 3oth, 1950, the respondent settled the 
um of £60,006 on her grandson and in certain events 
or certain other persons, and before the date of the 

ecution of the settlement she paid the £60,000 to 

e trustees. On July 3rd, 1950, she created а re- 
istered charge for {60,000 on certain landed 
roperty which she owned, in favour of the trustees, 

hnd covenanted to pay interest on the £60,000 at 
poe cent per annum. 'Phe registered charge con- 
ed provisions debarring the mortgagecs from 
calling in the £60,000 in the borrower's lifetime, and 
providing that that sum (and the interest) was not to 
constitute a debt due from her or her personal 
representatives personally. Before the date of the 
execution of the settlement and the charge, £60,000 
Ie lent by the trustees to the respondent in return 
or the charge. In computing her total income for 
pe the respondent deducted the amounts of 
terest she had paid to the trustees. 
It was contended on behalf of the appellants that 
the whole transaction constituted a settlement, in 
Ha it was an arrangéfient within Section 411 (2) 





f the Income Tax Act, 1952,.and that the deduction 
f the amounts of interest was prohibited by Section 
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407. For the respondent it was contended that the 
only.settlement was the document that was executed 
on June 30th, 1950, and that in any event the amounts 
of interest paid by the respondent were not paid ‘by 
virtue or in consequence of the settlement’, but as a 
mortgagor. The Special Commissioners accepted the 
contentions for the respondent. 

Held, that both documents represented one trans- 
action, and that the amounts of interest paid by the 
respondent were paid by virtue or in consequence of 
the settlement; and that they were not deductible in 
computing her total income for surtax purposes. 


С.І.К. о. Countess of Kenmare 

In the High Court of Justice (Chancery Division) 
May 121, 1955 

(Before Mr Justice DANCKWERTS) 
Surtax — Income from settlement — Settlor resident 
abroad — Settlement made abroad — Power io trustees 
to transfer capital to settlór from time to time — Whether 
settlement revocable — Whether settlement есі to 
United Kingdom law — Finance Act, 1938, Sections 
38 (2), 41 (4), Schedule ПТ. 

The respondent, who was not resident or ordinarily 
resident in the United Kingdom, made in 1947 a 
settlement which was governed by the laws of 
Bermuda. The settlement was in favour of the 
respondent's three children, all of whom were adults, 
but there was a provision that the trustees could at 
their absolute discretion pay the income (or part 
thereof) to the settlor during her life. There was a 
further provision enabling tbe trustees in their dis- 
cretion to declare that any part of the trust fund not 
exceeding {£60,000 in any period of three years, 
should be held in trust for the respondent absolutely, 
and any deficiency of one such period could be 
carried forward to the following period. The trust 
fund was invested in the United Kingdom. 

It was contended on behalf of the appellants that 
the settlement was revocable or determinable within 
Section 38 (2) of the Finance Act, 1938, and that 
though the settlement was made abroad and the 
settlor was not resident or ordinarily resident in the 
United Kingdom, the income from the trust fund 
was taxable in the United Kingdom. It was con- * 
tended on behalf of the respondent that the pro- 


‘visions of the settlement relating to the sums of 


£60,000 did not constitute a provision for'the revoca- 
tion or determination of the settlement, but were 
provisions whereby one trust was to be substituted 
for another. It was further contended that there was 
no authority for the imposition of surtax on a non- 
resident settlor in respect of income from a settle- 
ment made abroad and governed by the law of a 
place abroad. The Special Commissioners decided 
in favour of the respondent on the second contention. 

Held, that the settlement was revocable or determin- 
ablé within Section 38 (2), and that the income 
arising was taxable in the United Кели 
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McLellan Rawson & Co Ltd v. Newall 
In the High Court of Justice (Chancery Division) 
May 13th, 1955 
(Before Mr Justice DaNCKWERTS) 


Income tax — Trade — Timber merchant — Purchase of 
estate of timber — Resale of estate — Whether а trans- 
action. in course of trade – Income Тах Aci, 1918, 
Schedule D, Case I. 

The appellant company carried on the business of 
а timber merchant, and it was empowered to traffic 
in land and property of any tenure. T'he business had 
previously been carried on by a firm and, until the 
Second World War had been conducted by buying 
and importing timber, processing it and selling it. 
During the war imports of timber ceased, and home- 
grown timber had to be depended upon, and accord- 
ingly land with growing timber on it, or the right 
to cut standing timber, was purchased. It was a 
normal incident in the trade of a timber merchant to 
enter into such transactions for the purpose of 
obtaining a source of supply of timber. 

In 1948, the company wished to purchase three 
lots of woodlands on an estate, but the whole estate 
was purchased by someone else by private treaty a 
few days before the proposed auction. The company 
then entered into negotiation with the purchaser for 
the purchase of three particular lots, and did so with 
the object and intention of acquiring the lots for the 
purpose of felling the timber and dealing with it in 
the ordinary course of the business. During the 
course of the negotiations, however, it became 
apparent that the company would have to pay a 
much higher price than it had contemplated; and as 
it would have been uneconomical to lock up so much 
capital for a number of years, the company arranged 
to sell the three lots to two other timber merchants, 


_ and this was eventually done. This was the only 
purchase of land by the company. The surplus as 


between the price paid by the company for the three 
lots and the prices obtained on their resale Was 
£4,846. This sum was not brought into the company's 
profit and ооа account. 

The £4,846 was included by the Inland Revenue 
im the computation of the company’s assessment 
under Case I of Schedule D, and it was contended on 
behalf of the respondent that the transaction in 
question was a transaction in another trade carried 
on by the cómpany, which was itself part of the com- 
pany's same general trade. It was contended on 
behalf of the company that the transaction in ques- 
tion was not in the course of the company's trade, 
but was a transaction on capital account. The 
General Commissioners accepted the contention of 
the respondent. 


Held, that the facts did not justify the General 
Commissioners’ finding, that the transaction did not 
take place in the ordinary course of the company's 
business, and that the £4,846 was not a trading 
receipt of the company. 
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C.I.R. v. The Royal Naval and Royal Marine 
Officers’ Association 


In the High Court of Justice (Chancery Division) 
May 13th, 1955 
(Before Mr Justice DANCKWERTS) 


Income tax — Charity — Association for benefit of 
branch officers of Royal Navy — Contributions by 
members — Payment of death benefits ~ Whether estab- 
lished for charitable purposes only - Income Tax Act, 
1918, Section 37 (1) (5). 

In 1792 the Warrant Officers’ Benefit Burial Club 
was founded, and the respondent Association was the 
same organization under a new name. It was an 
unincorporated body, governed by rules revised in 
1949. The objects of the Association were to présent 
sums of money to the nominees, widows or next-of- 
kin of deceased members; to give every assistance to 
members and their dependants; and to provide 
facilities for friendly intercourse. The officers of the 
Royal Navy, who were formerly known as ‘warrant 
officers’, are now known as ‘branch officers’; and all 
branch officers were eligible for ordinary member- 
ship. Branch officers on the active list, who had not 
reached their forty-fifth birthdays, were eligible for 
death benefit subject to certain conditions, but the 
benefit was at the discretion of the Association and 
not as of right. Subscriptions were payable by the 
members. The management of the Association was 
vested in a council, and there were branches of the 
Association at Chatham, Portsmouth and Devonport. 
The main activity of the Association during the 
material years was to provide the means of giving a 
deceased officer a funeral suitable to his circum- 
stances in life, and of providing the widow with a 
sum of money immediately available until such time 
as her right to a pension had been established. The 
Association also published a monthly journal with 
the object of promoting unity among officers of 
branch rank, of focusing public attention on their 
disabilities, and of conveying general information of 
service interest. Social events were organized by the 
branches from time to time. The Admiralty regarded 
the Association as important in maintaining a close 
association between active and retired branch officers 
and in contributing to the peace of mind of those on 
the active list who have dependants. 

It was contended on behalf of the appellants that 
the Association was not established for charitable 
purposes only, but was a mutual benefit organization. 
For the respondent Association it was contended 
that the Association’s objects were the relief of dis- 
tress and the advancement of the efficiency of the 
Navy, and that the Association was accordingly 
established for charitable purposes only. The Special 
Commissioners decided that the dominant purpose 
of the Association was the promotion of the efficiency 
of the Royal Navy and ‘thaset was established for 
charitable purposes only. 


Held, that the promotion of the efficiency of the 
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Royal Navy was an incidental effect of the Associa- 
ion’s activities; that the Association was a mutual 
enefit organization; and that it was accordingly 
not established for charitable purposes only. 


C.I.R. о: Parkhouse Collieries Ltd А 
In the High Court of Justice (Chancery Division) 


ls May 25th, 1955 

(Before Mr Justice DANCKWERTS) 

Burtax – Undistributed income of company – Colliery 
ompany — Colliery business nationalized – Whether an 
noestment company — Income Tax Act, 1918, Section 
Га — Finance Act, 1922, Section 21 — Finance Act, 
936, Section 20 — Finance Act, 1937, Section 14 — 
inance Act, 1939, Section 14— Coal Industry 
ationalization Act, 1946, Sections 5, 19 — Finance 
Act, 1947, Section 43 — Coal Industry (No. 2) Act, 
X949, Section I. 

| Down to the end of the year 1946 the company 
carried on the business of a colliery owner, but on 
January 1st, 1947, that business vested in the National 
Coal Board pursuant to Section 5 of the Coal Industry 
Nationalization Act, 1946. Subsequent to January 
Ist, 1947, the company received interim payments 
under Section 19 of the 1946 Act, and further 
revenue payments under Section 1 of the Coal In- 
dustry (No. 2) Act, 1949. The company was kept in 
éxistence solely for the purpose of obtaining the 





Company Accounts 


Sir, – A hypothetical company has: 

Authorised capital: £ 
10,000 Ordinary shares of £1 each 10,000 
10,000 Redeemable preference shares of 


£1 each 10,000 





£20,000 | 
Issued capital: the same. 


‘The preference shares are redeemed giving: 

Authorized capital: as above. 

Issued capital and reserves: £ 
10,000 Ordinary shares of £1 each 10,000 
Capital redemption reserve fund 10,000 





£20,000 





The company is desirous of issuing a share-for- 
share bonus at an extraordinary general meeting, 
which would give: 

Authorized capital: as above. 


Issued capital: 


20,000 Ordinary shares of £1 each — ,. £20,000 


"This incongruity prompis one first to make the 
authorized capital agree with the contemplated issued 
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compensation due to it because of the nationalization 
of its business. А final compensation award was made 
to the company on Áugust 7th, 1952, and on the 
23rd of that month the company was put into liqui- 
dation. : 

During the years 1947-48, 1948-49, and 1949-50, 
the company received interim income and further 
revenue payments, under the Acts of 1946 and 1949, 
and it distributed substantial amounts in dividends. 
The Inland Revenue made a direction against the 
company for each of those years, pursuant to Sec- 
tion 14 of the Finance Act, 1939, and contended that 
the company had become an investment company 
within Section 20 of the Finance Act, 1936. On 
appeal the directions were discharged by the Special 
Commissioners. The appeal was reheard by the Board 
of Referees, and the Inland Revenue took the pre- 
liminary point that the Special Commissioners’ 
decision on appeal was conclusive and that no further 
appeal lay. The Board of Referees were of the view 
that the preliminary point was well-founded, but, 
at the request of both ptrties, they heard the appeal 
on its merits and decided that the income in ques- 
tion was not investment income. 

Held, that the decision of the Special Commis- 
sioners was not conclusive, and that a right of appeal 
existed, but that the company was an investment 
company during the years under appeal and the 
directions were therefore valid. ' 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


capital but one looks in vain for the precise enabling 
section in the Companies Act, 1948 — or does one? 


Yours faithfully, 


Liverpool, 2. PERCY E. WALLIS. 


Costing System: Manufacturing Chemists 


Sir, - In reply to your correspondent, ‘Industrial’, 
may I correct what appears to be a misapprehension 
with regard to standard costing? 
Standard costing is not a method of cost ascertain- 
ment and no publication on standard costing and 
budgetary control would tell 'Industrial' the answer 
to his particular problem. Standard costing is a 
method of presentation, and comparison of cost, as 
ascertained by one of the recognized systems, i.e. job, 
process, unit or operating cost, with standard cost. - 
From the brief details given, it would appear that - 
job costs are the key to the problem on hand, in con- 
junction with the necessary budgetary and standard 
costing procedure of presentation and control. 


Yours faithfully, — 
Bessacarr, Doncaster. - E. BROWN. 
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‘Income Tax: An Unnecessary Certificate 


Sir, – An Inspector of Taxes has requested that the 
following certificate be signed: 


‘I hereby certify that I have made a complete 
disclosure to you of: 


(a) all banking accounts, whether current or 
deposit, business or private, and all building 
society and co-operative society accounts, in 
my own name or in that of my wife, or in any 
other name, in which I am or have been inter- 
ested, or on which I have or have had power 
to operate, jointly or solely, which are in 
existence now, or which have existed at any 
time during the period from..................... 
to the present date; 

(b) all assets, including deposit receipts, which I 
and my wife now possess, or have possessed 

. during the period from..................... to the 
present date; and 
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(c) all sources of income, and all facts heaving 


It is observed that such a certificate refers to facts 
which are neither attached to nor defined by the 
certificate. Further, the certificate refers to a period 
of years, and to information submitted by signed 
returns and by subsequent letters. 

In my view, this certificate can only be signed if 
the disclosures are attached to or defined by the 
certificate, and even then, there are certain aspects of 
this certificate which are unnecessary and I should 
have thought that sufficient signatures are already 
collected by the Inland Revenue on the normal 
statutory returns. . 


Yours faithfully, 
London, SWI. ANCRUM EVANS. . 


| REVIEWS 


The Practice of O & M 


H.M. Treasury, Organization and Methods 
Division 


(H.M. Stationery Office. 5s net.) 


The object of this manual is to give advice to civil 
servants engaged on ‘organization and methods’ work 
on how to plan and conduct an inquiry and how to 


- draft their subsequent report. The proposed assign- 
' ment is considered from every aspect, beginning 


with the terms of reference and continuing through 
the preliminary survey, the approach to fact-finding, 
note-taking and the analysis and synthesis of opinions 
formed and conclusions reached to the purpose, 
nature, style and execution of the ultimate report. 
"Although written specifically for those employed in 
Government service, accountants in private practice 
should find much of value in this most business-like 
treatise. 


5 SHORTER NOTICES 


. THe Мррів Crass Vore, by John Bonham. (Faber 


& Faber Ltd, London. 215 net.) The two main 
political parties are so evenly supported that the 
middle class vote is thought by many to hold the 
balance of electoral power. Dr Bonham considers what 
politically is meant by the middle class and then 


„ Estimates, by means of sample interviews conducted 
. by the Gallup poll, the weight and direction of its 


vote at past elections. He makes no prophecies but 
politicians, both amateur and professional, may draw 
their own conclusions from this able analysis. 


Tue BRITISH JOURNAL PHOTOGRAPHIC ALMANAC 
1955. (Henry Greenwood & Co Ltd, London. 
Board cover, 5s net; cloth cover, 7s 6d.) The 1955 


edition of this book, now in its ninety-sixth year of 
publication, contains an extensive review of new 
photographic apparatus and materials and forms a 
valuable guide to the prospective buyer. A number of 
new methods and techniques introduced during the 
past year are recorded, and the colour photography 
section has been revised and includes details of all 
processes available in this country. Seventeen pages 
are devoted to a glossary of technical terms and to a 
list of chemicals used in photography, while, as in 
previous years, there is an interesting pictorial. 
supplement. 


RECENT PUBLICATIONS 


Prorrr SHARING IN PRACTICE AND Law, by John C. Harper, 
LL.B.(LOND.). xxiv 4-368 pp. 84x 6. 38s 6d net. Sweet & 
Maxwell Ltd, London. 


Tse AGRICULTURAL LANDOWNER’S HANDBOOK ON 'l'AXA- 
"TION, Part I. oth edition. 147 pp. 7$ X5. 155 post free. 
The Country Landowners’ Association, London. 


Jorpan’s Income Tax GUIDE, 1955-56, by Charles W. 
Chivers. 48 pp. 7 X 5. 27 net. Jordan ё Sons Ltd, London. 


'TuusrEE SAVINGS BANKS YEAR BOOK, 1955. 200 pp. 74 Х 5. 
Official Handbook of the ‘Trustee Savings Banks Associ- 
„абоп, London. . 

Tue PRINCIPLES ОБ MERCANTILE Law, 8th edition, by His 


Honour Judge Charlesworth, LL.D. ххх + 355 pp. 9X6. 
17s ба net. Sweet & Maxwell Ltd, London. 


Economics: А GENERAL INTRODUCTION, 5th edition, by 
Frederic Benham. 568 pp. 846. 18s net. Sir Isaac 
Pitman & Sons Ltd, London. 

Cost ACCOUNTING, 4th edition, by W. B. Lawrence, revised 
by Jobn W. Ruswinckel, Michigan State College. xii-l- 
659 pp. 9 X61. 45s net. Sir Isaac Pitman & Sons Ltd, 

ndon. 

TERCERA CONFERENCIA I CANA DE CONTABILIDADE. 
Final Report of the Official Committee, Third Inter- 
American Accounting Cqnference, Ѕйо Paulo, Brazil, 
November 14th to zoth, 1954. 
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Department of Health: Audit Staff 


Sir R. Воотнву asked the Secretary of State for 
Scotland the grades of the officers of his department 
who served on the Working Party referred to in para- 


eneral on the Summarized Accounts of Regional 
[Hospital Boards, etc., for the year ended March 31st, 
1954; what were the accountancy qualifications of each 
bf these officers; and why there are no officers of the 
class of professional accountants employed in this work. 
Mr J. Stuart: The departmental representative on 
the Working Party comprised two assistant secretaries, 
pne senior chief executive officer and one senior 
E officer. T'wo of these officers are members 





f the Institute of Chartered Accountants of Scot- 
nd; а third is an Associate of the Society of 
Incorporated. Accountants; the fourth has no recog- 
nized accounting qualification. In answer to the last 


o my reply to his question concerning the audit of 
xecutive Council accounts. — 

Sir R. Воотнвү asked the Secretary of State for 
Scotland why he does not employ officers of the 
professional accountant class of the Civil Service on 
the audit of the accounts of executive councils, par- 
ticularly having regard to the comment of the Comp- 
troller and Auditor-General in paragraph 12 of his 
eport on' the Summarized Accounts of Regional 
Fiir Boards etc., for 1953—54. 

J. STUART: The accounting and audit staff of 
bs Department of Health for Scotland is, as in most 
overnment departments, drawn from the general 
Service executive class. Although a professional 
ud is not required, a considerable propor- 
ton of the department's audit staff hold recognized 
accounting qualifications. 
Hansard, June 21st, 1955. Written Answers. Col. 47. 


"Savings Certificates: Executors' Claims 


Mr WooDBURN asked the Postmaster-General what 
jected fo exist for the intimation to executors of 


| bs of the question, I would refer the hon. Member 








eceased holders of savings certificates of amounts 
ue; and how far these amounts are only repayable 
on claims being made. 

Dr Hirr: The executor or other legal representative 
has to get in touch with the Savings Department which 
will give full information about the deceased person's 
holding. Repayment or transfer is made against a claim 
or instructions delivered with proper authority. 
Hansard, June 21st, 1955. Written Answers. Col. 59. 


| Budget and Finance Bill 

Mr GRESHAM Cooke asked the Chancellor of the 
Exchequer if he will introduce a second Budget and 
inance Bill during the current financial year. 

Mr Н. Вкооке: My right hon. friend is not at 
present disposed to enwgage anything so far-reaching 
as my hon. friend suggests. 

Hansard, June 23rd, 1955. Written Answers. Col. 81. 
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Co-partnership: Inland Revenue Advice 


Mr Gower asked the Chancellor of the Exchequer 
following his recent announcement that the Inland 
Revenue will give advice to firms wishing to introduce 
profit-sharing, if he will arrange for similar advice to 
be available for firms wishing to introduce co-partner- 
ship, pension, sickness and injury schemes. 
Mr Н. Bnooxz: Yes. 
Hansard, June 23rd, 1955. Written Answers. Col. 81. 


Profit-sharing and Co-partnership Schemes 


Mr Wane asked the Chancellor of the Exchequer 
what additional staff will be required to enable the 
Inland Revenue to give advice to firms wishing to 
introduce profit-sharing- in accordance with his 
recently announced policy; and what proposals he has 
for giving similar advice on co-partnership schemes 
involving employee shareholding. 

Mr Н. Brooke: My right hon. friend's offer during 
the debate on the Address on June 16th would extend 
to advice on the taxation consequences of co-partner- 
ship as well as profit-sharing schemes. I cannot say 
whether the Inland Revenue will need extra staff for 
this purpose. This will depend among other things 


· on how many concerns take advantage of the offer. 


Mr Wape: Does the hon. gentleman agree that 
there are important differences between profit-sharing 
and co-partnership sharing? Would he also agree that, 
with the very best intentions, no Inland Revenue 
official can remedy difficulties which arise from 
taxation laws or other legal obstacles? 

Mr Brooke: I quite agree that there is a distinction 
between profit-sharing and co-partnership. The taxa- 
tion obstacles to co-partnership and profit-sharing 
schemes are far smaller than they are constantly 
represented to be. If there are other difficulties of a 
non-fiscal nature, they would be outside my 
responsibility. 

Hansard, June 23rd, 1955. Oral Answers. Col. 1490. 


Wear and Tear Allowances: Horticultural 
Industry 

Sir A. Bossom asked the Chancellor of the Exchequer 
if he will investigate the possibility of granting im- 
proved tax allowances for wear and tear on plant and - 
machinery to individuals making their living in the 
horticultural industry 

Mr Н. Ввооке: The standard rates of wear and 
tear allowances for particular classes of machinery. or 
plant are determined by the Commissioners of Inland 
Revenue in accordance with thg relevant provisions 
of the Income Tax Acts, and there is a right of appeal 
against a decision of the Commissioners to the Board 
of Referees. If market gardeners consider that they 
can produce evidence showing that the rates at present 
allowed them are inadequate, they should approach 
the Commissioners of Inland Revenue, Ран 
threugh their trade association. 

Hansard, June 27th, 1955. Written Answers. Col. 7. 
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NOTES AND NOTICES 


The Accountant 
Inpex ro VOLUME CXXXII: ЈАМЏАКУ—ЈОМЕ 1955 


The general index to this volume – January-June 
1955, Volume CXXXII-is published with the 
present issue. The parts of this volume, with the index 
can now be sent for binding. 


- Personal 


Messrs Cox, Burrter & Co, Chartered Account- 
ants, of Queens College Chambers, Paradise Street, 


‘Birmingham, 1, announce that Mr Е. L. Burrirr, 


F.C.A., retired from the firm as from June arst. Mr 
J. Н. Cox, в.с.л., and Mr К. О. GARWOOD, A.C.A., 
will continue the practice at the same address, under 
the name of Сох, GaRwoop & Со. 

Messrs A. B. SNow, Woop & Co, Chartered 
Accountants, announce that they have moved to 
larger premises at No. то Pall Mall, Hanley, Stoke- 


on-Trent. The telephone number remains unchanged. 


Messrs HarTLeys, Wikis & Frew, Chartered 
Accountants, of 1 Central Buildings, Westminster, 
SW1, announce that after fifty-eight years in the 
profession, their senior partner, Mr ALFRED HARTLEY, 
в.С.А., has retired from the firm as from June goth, 
1955. "The practice will be continued by the remain- 
ing partners under the same name and at the same 
address. Mr HARTLEY will retain certain directorships 
and personal appointments, and will be available to 
the firm in a consultative capacity. 

Messrs Barron, Bass & Co, Chartered Account- 
ants, of Kings Chambers, 29-31 Portugal Street, 


' London, WC2, announce that they are moving their 


offices and that as from July 4th their address will be 
Chansitor House, 37-38 Chancery Lane, London, 
WC2. 

Messrs JOHN R. Norman & Co, Certified Account- 
ants, of Elm Park Court, Pinner, announce that Mr 
Јонм К. NORMAN, F.A.C.C.A., the founder of the firm, 
has retired from the firm as from April sth, 1955, and 
from the same date they have taken into partnership 
Mr STANLEY D. HALL, A.A.C.C.A., who has been associ- 
atéd with them for the past sixteen years, The style 


-of the firm is unchanged. Mr Joun К. Norman will 


continue to be available to clients of the firm in a 
consultative capacity. 

Messrs LEONARD BrocH & Co, Chartered Ac- 
countants, announce that as from July qth, 1955, 
their practice will be conducted from Eagle House, 


Iro Jermyn Street, London, SW1. Telephone: 
Trafalgar 6666-7. 
Messrs NasmirH, Courrs & Со, Chartered 


Accountants, of 78 King Street, Manchester, 2, 
announce that as from July rst, 1955, the present 
partners have been joined by Mr HanmoLp BRIAN 
CLARKE, A.C.A., who completed his service under 
articles with them in 1949. The name of the firm 
will remain unchanged. 


The Institute of Chartered Accountants in 
England and Wales -> 
May 1955 EXAMINATION RESULTS 

‘The Secretary has asked us to state that each candi- 
date at the May 1955 Intermediate and Final examin- 
ations may expect to receive by post on Saturday, 
July 23rd, a notice informing him of his pase or failure. 

A full list of successful ЕТЕР will be exhibited 
at the Institute offices at noon on Tuesday, July 26th. 

Candidates cannot be informed of their results by 
telegram or telephone and no inquiry as to whether | 
the results are available can be entertained. 


Professional Notes 
Mr Н. С. Kennedy, A.C.A., a.c.w.a., finance officer 
of Beyer Peacock & Co Ltd, has been appointed 
secretary of the company. 
Mr A. G. Bazell, a.c.a., chief accountant of Glover 


'& Main Ltd, has been appointed to the board of the 


company as financial director, as from July rst. 


President of the Scottish Institute Honoured 


. At Graduation Day at Glasgow University on June 


21st, the honorary degree of Doctor of Laws was 
conferred on Sir Ian Bolton, Bt., 0.B.E., H.M.L., J.-P., 
C.A., President of The Institute of: Chartered 
Accountants of Scotland. The presentation was made 
by the Chancellor of the University, Lord Boyd-Orr. 


Chartered Accountant Elected Sheriff 


Mr W. С. Allen, ¥.c.a., senior partner in the firm of 
Gilbert Allen & Co, Chartered Accountants, of 
London, and chairman of a number of companies, 
was elected a Sheriff of the City of London at the 
Midsummer Day elections held in Guildhall on 
Јаве 24th. 

Mr Allen, who.has been a member of the Institute 
since 1920, is a liveryman of the Haberdashers’ Com- 
pany and was Master of the Glass Sellers’ Company 
In I950—51. 


Deputy Director-General, Overseas Audit 
Service 
Mr P. Н. Jennings, c.B.E., Director of Audit, Hong 
Kong,.has been appointed Deputy Director-General 
of the Overseas Audit Service on the retirement of 
Mr H. V. Cusack, C.M.G., C.B.E. 


Railway Region to Introduce Mechanized 
Accounting 


The first phase in a £120,000 scheme for the mechan- 
ization of accounting methods which is to be adopted 
throughout the London Midland Railway region 
is being introduced in the Centralized Accounts 
Office at Manchester. The ngw system will be of the 
punched-card type and will deal with more than three 
million aecounts annually. 
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International Fisca] Association 


The Ninth Congress of the International Fiscal 
Association is to be held in Amsterdam from Sep- 
tember sth to gth. Professor Dr J. Е. Ten Doesschate, 
President of the Netherlands National Committee, 
International Chamber of Commerce, will preside, 
and the programme will include plenary and dis- 
cussion sessions on the subject of taxation, together 
with a number of social functions. 


Leeds, Bradford and District Society of 
Chartered Accountants 


Án interesting residential course has been arranged 
by the Leeds, Bradford and District Society of Char- 
tered Accountants to take place in Harrogate on 
Fritay, Saturday and Sunday, November 18th, roth 
and 20th. The subject to be discussed is management 
accounting and we believe this is the first time that 
а district society has ed a course on this topical 
subject; there should be little doubt that there will be 
an excellent attendance of members. 

During the three days, three papers will be given 
and there will be discussions in which all members 
attending can take part; the course will thus afford an 
ЕРА opportunity for members to learn from the 
experience of others and at the same time to contri- 


information of the greatest possible service to 
management. 
The three papers will be as follows: 


‘The practising accountant’s relationship to management 
accounting’, by Mr К. С. Leach, C.B.E., F.C.4., a partner 


"The production of accounting data for management 
information’, by Mr У. W. Fea, B.A., A.C.A., Chief 
Accountant of Guest, Keen & Nettlefolds Ltd, and a 
member of the Council of the Institute. 

"The effective usé of management accounting’, by Mr 
Ian T. Morrow, C.A., Deputy Managing Director of 
The Brush Group Ltd, and leader of the Management 
Accounting Team which visited the U.S.A. in 1950 
under the auspices of the Anglo-American Council on 
Productivity. — . 

All the members of the course will be allocated to 

groups and after each paper there will be group dis- 

cussion. Following each session of group discussion, 
ere will be another meeting of members at which 
uestions raised by the groups will be submitted to 
the author of the paper. 

Тће course is open to all members of the Society, 

including members of the North Yorkshire and South 


served for members of other district societies. 
Members attending the course will stay at The 









56 VICTORIA STREET, LONDON, SWI 


bute to the study of methods of making accounting ` 


in the firm of Peat, Marwick, Mitchell & Co, London. . 


urham Branch, while a few vacancies will be re- 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Hotel St George, Harrogate, and it is hoped that the 
course will be fully representative of chartered 
accountants in practice and in industry and com- 
merce. Inquiries regarding the course should be 
addressed to Mr С. N. Hunter, J.P., F.C.4., Hon. 


· Secretary, Management Accounting Course, 2x Park 


Row, Leeds, 1. 


Birmingham and District Society of Chartered 
Accountants 


The seventy-third annual report of the Birmingham 
and District Society of Chartered Accountants, 
presented at the Society’s recent annual meeting, 
records an active and successful year during 1954. 
Membership of the Society increased by 59, and the 


-total at April 30th last numbered 960; of this figure 


485 were members in practice and 468 were members 
not in practice. 

Several lecture meetings were held during the year 
and two discussion grqups also met regularly. The 
Joint Lecture Committee of the Senior and Students’ 
Societies continued the course of Saturday morning 
lectures, which was attended by approximately 350 
students, while the residential course was again held 
at Ashorne Hill and took place during the week-end 
of October 15th to 18th; there was a record attend- 
ance of 104 students. The Golfing Society played four 
matches, three of which were won, and an autumn 
meeting was held at Blackwell Golf Club in September. 

The Wolverhampton Branch of the Society also 
increased its membership during the year, the total 
at December 31st being 106. A number of lecture 
meetings were held and other functions included 
luncheon meetings and the annual dinner and dance 
which was attended by 137 members and friends. 

The Coventry Area Branch also passed an active 
year and total membership on March 31st numbered 


76. 

The Stock-on-Trent Area Group, which was 
formed in March 1954, has made a successful start 
with membership approaching 5o. During 1954 an 
inaugural dinner and a luncheon meeting were held. 

The officers of the Society for 1955—56 have been , 
elected as follows: . 


President: Mr Stanley Dixon, M.A., A.C.A. 

Vice-President: Mr R. B. Leech, M.B.E., T.D., F.C.A. 

Hon. Secretary: Mr D. Е. Dodd, T.D., F.C.4., Messrs 
Wenham Brothers & Co, P.O. Box 112, 21 Bennett’s Hill, 
Birmingham, a. 

Hon. Assistant Secretary: Mr E. J, Newman, M.A., F.C.A. 

Hon. Treasurer: Mr C. J. Mason, Р.С.А. 

Hon. Librarian: Mr E. Jarvis Сагрег. Р.С.А. 





Telephone: Victoria 2002 (3 lines) 
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Liverpool Society of Chartered Accountants 


The Liverpool Society’s annual golf competition 
was held at Prenton Golf Club on June oth when 
fifty-three cards were taken out. The Society’s 
Challenge Cup and President’s Prize were won by 
Mr Е. S. Behn, a.c.a., the Vice-President’s Prize 
was won by Mr J. Stanway Johnson, F.C.A. 

The results were as follows (Stableford scoring): 


*K. V. Dodman 37 points E. P. D. Taylor 28 points 
*M. G. Lyon 37 » B. Gilpin 27 » 
*P. Burrows 36 , E A n 2 с: 


D. Mclay иь Гаро 26 7 
не 39» B. M. Frazer 26 , 
. M. ton 29 ,, С. E. Н. Fisher 26 ,, 


G. G. Howarth 29  ,, 


` d 5 
W. E. R. Short 24  ,, 
R. C. Johnston 24  ,, 


*Articled clerks. » : 

А dinner was held in the Club House in the 
evening when Mr E. N. Macdonald, D.F.C., F.C.A. 
the President, was in the chair and Mr T. A. Hurton, 
Captain of Prenton Golf Club, was the guest of the 
Society. About forty members of the Society were 

'. present, 

The toast of Prenton Golf Club was proposed by 

Mr Macdonald, to which the Captain replied. 


Manchester Chartered Accountants! 
Students’ Society 


The seventy-second- annual meeting of the Man- 
chester Chartered Accountants’ Students’ Society was 

' held at the Chartered Accountants’ Hall, бо Spring 
Gardens, Manchester, recently, when the report 
of the committee for 1954 was presented. The report 
records that membership of the Society at December 
31st totalled 960. 

А comprehensive series of evening lecture meetings 
was held during the year and was well attended, while 
other events included a visit to the Manchester Stock 
Exchange – when a party of forty-one members was 
shown round the building and later heard an interest- 
ing talk by the Secretary —and a visit to the Man- 
chester Royal Exchange -when a party toured the 

.building and was addressed on the history and 
functions of the Exchange by the Master. 

Once again a series of Saturday morning lectures 
for preparatory, Intermediate and Final students was 
held, registrations for the Intermediate course reach- 
ing the record number of 137. The registrations for 

a the Final course totalled 56, also higher than in the 
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previous year. The joint residential courses arranged 
by the T'uition and Éducation Committees of the 
Manchester and Liverpool Societies again took place 
at Burton Manor, Cheshire, and proved most 
successful. 


SEVENTY-FIVE YEARS AGO 
From (fe Gceountant or JULY 3RD, 1880 
Extract from leading article entitled 
BANKRUPTCY LAW AMENDMENT 

Notwithstanding the muddles and delays which 
have been mainly characteristic of the career of the 
present Government, there seems to be a probability 
that the few remaining weeks of the Session will be 
marked by the passing of a measure of Bankruptcy 
Reform. A few days ago the probabilities were of a 
reverse character, but we have reason for stating that 
strenuous efforts are being made to secure the passing 
of a reforming Bill, and that considerable influence is 
being brought to bear upon the Government with 
that object. Аз we have remarked on previous occa- 
sions, there are three Bills before the House, the first 
in the order of introduction being the Chambers of 
Commerce Bill, the second that of Sir John Holker, 
which represents to a large extent the views and 
proposals of the late Government, and the third 
that of Mr. Morley and Sir Charles Mills, whose 
proposals were briefly sketched in our issue of May 
15th. It is in regard to the passing of this last Bill that 
special efforts are being made. The Select Committee’ 
appointed to consider this matter met at the com- 
mencement of this week, when, as we understand, 
Sir Henry Jackson was chosen chairman. The 
Committee will sit on Monday, and, as intimated at 
the commencement, strong efforts will be made to 
secure the adoption of a measure before Parliament 
takes holiday. . . . 


ANNOTATED TAX CASES 


Edited by Rov BORNEMAN, Q.C. 


Published on the first Saturday after the aoth 
of each month. Réports of Income tax, Surtax, 
Profits Tax, E.P.T., Death Duties and Stamp Duty 


Cases decided in the Courts of England and Scotlan 
The reports contain a lucid 
a full report of the judgments, tog 
tory notes on the decisions. 


of the cases and 
et with explana- 
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V: Capital Allowances 3o HE publication of the report of the Monopolies Com- 
grs Ee bv Transfer mission has aroused. much interest. 

of Assets АБ" The Commission were given the task of studying the 

by T. J. борап 32 collective agreements and arrangements whereby manufacturers 

Dennen erik and traders in certain industries are at present required by their 

by A Barrister-at-Law 35 fellows to discriminate in their dealings with other persons. As 

Lecture l part of their examination, the Commission had to decide to what 

ASA EE E A extent these discriminatory arrangements are prevalent, whether 
from Without they are harmful to the national interest, and what remedies 
D E E ton, ЈЕ 55 should be applied if found objectionable. 

| The Commission found fairly abundant evidence of the existence 
[he а Summer of these arrangements, which are of many kinds and cover a wide 
| Coume асац variety of products. Тће signatories of the majority report, who 

Members of the Council of ` included the chairman, Sm Davin Scorr Carns, Q.c., Sm 
ЈЕ АЕ patel dolis Siete RICHARD YEABSLEY, C.B.E., F.C.A., Е.5.А.А., Vice-President of The 
pencieney созе 1954 Society of Incorporated Accountants, and five other members, 
| and Rente A uo Rank believe these arrangements to be harmful to the community. 
Advances ~ Pensions in 1954 They tend to keep.up the cost of living by giving the consumer a 
= ге a Пе un higher standard of service at a higher price when many consumérs, 
Book-keeping Text 44 if free to choose, would prefer less service and a lower price. 

Correspondence 47 Above all, they prevent manufacturers or distributors from 
IFinance and Commerce 48 d and Mn out e or Mois Ways в. Ro. 
The Scottish Summer usiness, and in so doing, dehy the consumer his right to 
Maren. Successful Occasion so adjudicate on the value of such new methods. 

In Parliament " The majority report then goes on to recommend the prohibition 
Notes and Notices by statute of all such discriminatory arrangements, with the 
| Personal Рта Nas provision for exceptions in particular cases. The minority report 

ticled Clerks - Sheffield and does not agree that all the restrictions are, prima facie, harmful. 
District Society of Chartered It would require all restrictive agreements to be registered and such 
сааи Be E as were found, after scrutiny, to be against the public interest 
| chester and District ~ In- would be prohibited. 
QU COSI аер Commenting on this suggestion of the minority members, the 
ted о eee majority say that the proposed procedure would be cumbersome, . 
Hull — Chartered Account- slow and unfair. The reviewing authority would take years to 
ants’ Golfing Society — complete its task and those trades which happened to be considered 
Nottingham Chartered Баја first would be placed at a disadvantage compared with their rivals ог 
Fellowships for British Stu- . competitors. Exceptions under the majority’s recommendations" 
1 Disc ar ar idol ar dd for statutory prohibition would be granted by an independent 
| countant Students’ Societies . tribunal set up to hear appeals from particular trade associations, 
< Seventy-five. меша Ago dd Parliament, as guardian of the public weal, will be under great 
PE шаша of TEN "pressure to decide (with all speed), its course of action with 
Scotland regard to these practices. 


Results of Examinations hald 
in May 1955. . 55 .3 Cmd. 9504. H.M.S.O. Price 31 ба. 
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CAPITAL ALLOWANCES 


Initial and Investment Allowances 
| AST week we finished our discussion of 
Chapter 15 of the Commission’s final 
report, dealing with capital allowances. 
Chapter 16 is devoted to an examination of the 
initial and investment allowances in particular, 
which, of course, are not allowances in respect of 
depreciation but are meant to be a stimulant to 
capital development. ` 
The report sounds a note of warning about 
discriminatory remissions of taxation, observing 
that the principle of equity between taxpayers, 
the principle that persons with equal incomes 
should bear an equal amoünt of tax, has been a 
strong foundation of our tax system. Moreover, 
| the Commission seem to incline to the view that 
the direct taxation system, ‘а cumbrous machine 
which moves by generalizations’, is not well 
adapted to further discriminatory measures in the 
field of economics. When investment allowances 
were first introduced we made some comments 
in this vein in our issue of April 17th, 1954. 
The Commission consider that the investment 
allowance is more likely to encourage small-scale 
expenditure which can be undertaken at short 
notice, rather than large schemes which take years 
to complete. 
Recalling that the first Tucker Committee 
recommended that initial allowances should be 
at varying rates, depending on the economic im- 
portance of the particular industry, the Com- 
mission say that this is a logical implication of 
discriminatory taxation, but they reject it as being 
difficult in practice and as possibly giving rise in 
‘the public mind to misgivings about Parlia- 
mentary lobbying by interested industries. They 
suggest instead that the present very broad cate- 
gories of favoured investment could be sub- 
divided, and a range of different rates introduced 
~ into each subdivision (paragraph 426). 








Mining Concerns 
It will be recalled that recommendations 25 and 
26 of the majority are that a depletion allowance 
be granted for the cost of acquiring mineral rights 
or areas in the United Kingdom and that fhe 
existing depletion allowances for overseas minerals 


should no longer be limited by reference to the 
cost to the first United Kingdom purchaser. 
The majority make short work of the views of 
the 1920 Royal Commission and the Depart- 
mental Committee on Taxation of Overseas 
Minerals, which were against any allowances for 
incomes arising from wasting assets which con- 
sist of the proprietorship of natural resources in , 
this country. The final report endorses the view 
of the first Tucker Committee that an allowance 
should be given for all assets used up in the 
course of carrying on a business. It says that 
there is no material distinction between United 
Kingdom and overseas minerals when the 
question at issue is the true computation of profit. 


Mining Depletion and Premiums for Leases 
Distinguishing the case of mining depletion from 
the general treatment of premiums, the report says: 

‘Again, the problem of allowance for mining 
depletion cannot be governed by the tax treatment 
of premiums paid for the acquisition of leases. The 
special treatment of such premiums is partly a 
product of the special conceptions of the tax on 
the annual value of land under Schedule A, under 
which the primary subject of taxation is the income 
that is inherent in the right of occupation of land. 
But a mining venture is taxed on the profits (if any) 
which arise from the venture itself, the mineral 
areas acquired being merely a part of the whole 
assets committed to the venture. There is no tax 
on “Һе income from а mine", a description of the 
taxable subject which is somewhat fallacious.’ 


(Paragraph 436.) | 
By ‘mining venture’ the Commission intend to 
cover all concerns engaged in extraction from oil- 
bearing strata, potash and sulphur-bearing de- 
posits, or beds of china clay, gravel, sand, clay, 
chalk or slate as well as those extracting from beds 
of minerals in the more ordinary sense. That 
being so, the above statement would seem to be 
something of an over-simplification. It is true that 
certain quarries and mines are excluded alto- 
gether from Schedule A provided that they are 
*concerns'. But that leaves a wide field in which 
lands which are being worked are taxed under 
Schedule A only; one example is the gravel-pit 
in Moray Estates Development Co Ltd v. C.I.R. 
(30 A.T.C. 300; 32 T.C. 317). Thus there 
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is indeed a tax on the income of a mine in this 
wide sense, whether the owner receives royalties 
or whether he uses the sand, stone, or whatever 
it is, for the purposes of the estate of which the 
sand-pit or quarry forms part. 


The Depletion Allowance Recommended 
The following are the main points of the depletion 
allowance recommended: 

(1) It weuld apply only to sums paid after the 
new system came into force. 

(2) It would be based on actual monetary cost 
less residual value of the land at the close 
of the working. 

(3) The 'output formula' (see the Income 'Tax 
Act, 1952, Section 307 (2)) would apply. 
(4) Where the sale is not at arm's length the 
allowance would’ be based on a fair price 

independently ascertained. 

(5) The allowance would be granted whether 
or not the vendor of the mineral rights was 
taxed in respect of the sale price. 


Vendor of Mineral-bearing Land 

(Ihe majority recommend no change in the 
present treatment of the receipts of the person 
who sells land to a mining concern. He would 
icontinue to be immune from tax on them unless 
he was carrying on a trade of dealing in land. 
They reject the argument that the granting of a 
idepletion allowance to the purchaser in these 
circumstances will merely increase pro tanto the 
price paid. They consider such a theory as being 
‘more fairly applicable to a purchase of a single 
item of income-producing property, as when a 
premium is paid for a lease of land, than to the 
purchase of one item of the varied assets of a 
commerial venture for profit’. 

This part of the report does not specifically 
Lefer to a premium for a lease of mineral-bearing 
d, but speaks rather of purchases of such land. 
owever, the principle would appear to apply to 
leases, that is to say, that the Commission’s 
Peas rejection of the claim that traders should 





e allowed to amortise premiums on leases is 
ubject to an exception in favour of concerns 
xtracting minerals on the land. One can well 
er i к 
{magine a concern which acquired a lease of land 
for some other purposes finding it very profitable 
o dig up and sellegome of the clay etc. on it 
Т1 only at a loss. It might then be possible 
to have the premium allowed as an expense. 
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The confining of depletion allowances to con- 
cerns actually carrying on an extractive trade is 
likely to give rise to anomalies where the owner 
of mineral-bearing land grants extracting rights 
over it in consideration of rent or royalties which, 
of course, are taxed in his hands. The payer will 
receive full tax credit for the payments, so that 
it. will not be concerned about any depletion. On 
the other hand, the owner will be taxed in full 
on his receipts without any allowance for the 
inevitable deterioration of the land. It would be 
idle to say that he can always avoid this by insist- 
ing on a capital payment, because he may bave 
no choice. Hitherto, the fact that the payer would 
receive no allowance in respect of a capital pay- 
ment has no doubt helped to swell rents and 
royalties as distinct from capital payments, but 
if the Commission's recommendation is adopted, 
this consideration will no longer apply. 

Income tax as originally imposed was, of course, 
a temporary tax and it was part of the general 


‘scheme to regard quarries and mines as some- 


thing which for all practical purposes went on 
for ever. This principle has so far been applied 
consistently both to landowners and to persons 
engaged in the extraction of the stone and 
minerals. Once the principle is breached, it 
should be breached in favour of both parties, not 
in favour of only one of them. Where the income - 
in question is covered by a Schedule A assessment 
that assessment could itself reflect the inevitable 
depletion. Where the income takes the form of 
taxed rents and royalties taxed at source, there is 
a strong case for a specific depletion allowance. 


Overseas Mines: Land, Offices and Dwellings 
The Commission endorse the recommendation 
of the first Tucker Committee. about land bought 
near a mine abroad and used for works or dumps, 
or as a sports ground for employees. This was that 
a balancing allowance should be given in respect * 
of the cost of the land when the concession came 
to an end or the mine ceased to be worked. 

The Committee also recommended that offices, . 
and workers’ dwellings at overseas mines should 
qualify for allowances on the ‘output formula’. 
At present office buildings get no allowance and 
workers’ dwellings are treated as industrial 
buildings. The Commission endorse the Com- 
mittee’s recommendations. 

(To be continued.) 
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TAX AVOIDANCE 
BY TRANSFER OF ASSETS ABROAD 


By T. J. SOPHIAN 


RIOR to the alteration of the law by Sec- 

tion 18 of Finance Act, 1936 (now Section 

. 412, Income Tax Act, 1952), it was open 
to a person who was ordinarily resident in the 
United Kingdom to avail himself of the exemp- 
fions from tax conferred on non-residents by 
such provisions as Rule 2 (d) of the General 
Rules applicable to Schedule D; which applied 
to interest or dividends payable in the United 
Kingdom from securities of a foreign state or a 
British Dominion (see now Section 120 of the 
Income Tax Act, 1952), and. other foreign 
dividends (see now Section xgo of the Income 
Tax Act, 1952), and Cases IV and V of Schedule 
D, which applied to income arising from foreign 
securities and possessions and which provided 
for their taxation in such circumstances on the 
basis of receipts of the income in the United 
Kingdom. 

The general outline of the scheme accordingly 
was for a person, ordinarily resident in the 
United Kingdom, to transfer such assets as con- 
stituted income to a person resident abroad, or 
where the income consisted of income from 
. foreign securities and possessions, to transfer the 

securities and possessions to a person resident or 
_ domiciled abroad. 
Definitions 
The language of the section is involved. Its pur- 
pose is to prevent 
‘the avoiding by individuals ordinarily resident in 
the United Kingdom of liability to income tax by 
means of transfers of assets, by virtue or in conse- 
quence whereof, either alone or in conjunction 
with associated operations, income becomes pay- 
. able to persons resident or domiciled abroad’. 


‘Assets’ 

‘Assets’ are defined in subsection (8) (6) as 
‘including ‘property or rights of any kind’, 
while: ‘transfer’ in relation to rights ‘includes 
...the creation of those rights’. Where, therefore, 
there is a transfer of property or of rights of any 
kind, or where there is a creation of rights of any 
kind, the section might apply. 


Conditions for Application of Section 


“The conditions for its application are set out in 
subsection (1). According to subsection (1) * 
‘Where such an individual [i.e. an individual 


M 


ordinarily resident in the United Kingdom] has 
by means of any such transfer, either alone or in 
conjunction with associated operations, acquired 
any rights by which he has, within the meaning 
of this section, power to enjoy, whether forthwith 
or in the future, any income of a person resident _ 
` or domiciled out of the United Kingdom which, 
if it were income of that individual received by 
him in the United Kingdom would be chargeaple 
to income tax by deduction or otherwise, that 
income shall, whether it would or would not have 
been chargeable to income tax apart from the 
provisions of this section, be deemed to be income 
of that individual for all the purposes of this Act.’ 


‘Power to Enjoy’ 


‘Power to enjoy’ has a technical meaning, and it 
is defined under five separate headings in 
subsection (5). Reference must also be made 
to subsection (6) under which regard must be 
had to the substantial result and effect of the 
transfer and associated operations, in order to 
determine whether there is power to enjoy. 


‘Associated Operation’ 


‘Associated operation’ for the purposes of the 
section is defined in subsection (4). It means in 
relation to any transfer, an operation of any kind 
effected, however long after the transfer (see 
Corbett’s Executors v. CIR. (22 A.T.C. 160; 
25 T.C. 305)), 
‘by any person in relation to any assets of the 
assets transferred or any assets representing, 
whether directly or indirectly, any of the assets 
transferred, or to the income arising from any such 
assets, or to any assets representing, whether 
directly or indirectly, the accumulations ‘of i income 
arising from any such assets’, 


The Bambridge Decision 
In Bambridge v. CIR. (33 A.T.C. 393) the 
parents of the taxpayer, while ordinarily resident 
in the United Kingdom, transferred on Decem- 
ber 1933 certain assets consisting of Canadian and 
United States investments to a Canadian company 
in return for shares and debentures in that com- 
pany. In January 1934 each parent made a settle- 
ment by transfer of these shares and debentures to 
trustees, under which the i&&óme was payable to 
the settlor for life, with remainder to the surviving 
spouse for life, and with remainder to the taxpayer 
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for life. After the death of the father, the mother 
revoked her settlement in June 1937, and 
executed a will, under which the taxpayer 
became entitled to her residuary estate. Upon 


| the mother’s death, accordingly, the taxpayer 


was entitled to a life interest under her father’s 
settlement, and to the residuary estate of her 
mother. 
The transfers of assets to the Canadian company 
made in 1934 were admittedly transfers of assets 
within Section 18, and the settlement made 
thereafter by each parent were ‘associated 
operations’, though the death of each parent 
clearly could not be regarded as an “associated 
operation’, they being merely events on the 
happening of which the taxpayer’s right, i.e. her 
| interest under the settlement and under the will; 
fell into possession. 
As Jenkins, L.J., pointed out in his judgment 
‘An interest in remainder, or, for that matter a 
contingent interest, given by settlement is given by 
means of the settlement and not by means of the 
happening of the event [e.g. the death] which 
brings the interest into possession or, as the case 
may be, fulfils the contingency.’ 
It was further held that the making of the will 
by the mother was also an ‘associated operation’ ; 
and that it was also an associated operation ‘in 
relation to’ the assets transferred by the parents, 
notwithstanding that it disposed of those assets 
inot specifically, e.g. by a specific devise, but 
by means of a general residuary gift. 
| The will, as the Court pointed out, was made 
in relation to all the property comprised in it, 
whether by specific devise or bequest or by 
residuary gift, and the will therefore was made in 
relation to the assets transferred, because these 
assets were included in the will. 


Effect of Entitlement on Intestacy 

If, however, the taxpayer in this case had become 
entitled to the assets transferred by the parents 
selely on an intestacy, as the result of the parent 
dying intestate and without having made a will 
jor settlement clearly, in such a case, the inactivity 
of not making a will could not be regarded as an 
associated. operation, for ipso facto it could not 





have been an ‘operation’ at all. In such a case, 
erefore, it might be arguable that Section 18 
ould not apply, for although there тау have 
een a transfer of assets with or without associated 
perations, it could not be said that it would have 
een by means of such transfer, or 'associated 
perations', that the beneficiary had acquired the 

hts in the assets transferred. As far as the tax- 
ayer's interest in her father's estate was con- 
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cerned, she had acquired rights to the income from 
the father's settlement by virtue of that settlement 
and not his death, which latter event was not an 
associated operation and had merely brought her 
interest into possession: and as regards her 
interest in her mother's estate, she had acquired 
rights to the income from the property, not 
through the death of her mother and the fact 
of the will being left unrevoked (since the death 
was merely the fulfilment.of a condition essential 
to the efficacy of the testamentary disposition), 
but under the will, the will being an 'associated 
operation' notwithstanding that the taxpayer took 
merely a residuary gift. 

This case also illustrates the principle laid down 
by .Congreve v. C.I.R. (27 A.T.C. хог) that 
liability will extend to persons who in no way 
were parties to the offending transfer, and every 
person who, for the time being, has power to 
enjoy the income from the transferred assets, and 
who has acquired the right to enjoy that income 
by means of the transfer whether alone or in 
conjunction with associated operations, would be 
liable under the section, while those conditions 
continued. 


Transfer to Individual not Essential 

In order that the section should operate, it is not 
essential that the transfer should be to an 
individual or individuals. ‘Persons resident or 
domiciled. abroad’ will include companies and 
corporations resident or domiciled abroad. Thus, 
in Lord Howard de Walden о. C.I.R. (20 A.T.C, 
327; 25 Т.С. 121) and Earl Beatty’s Executors v. 
C.I.R. (19 A.T.C. 419; 23 T.C. 574), the transfer 
was to companies resident abroad. Moreover, 
subsection (7) of Section 412 expressly provides 
that 

'any body на incorporated ‘outside the 

United Kingdom shall be treated as if it were 

resident out of the United Kingdom whether it із . 

во resident or not’, 
and under subsection (8) (d) references to 
‘income of a person resident or domiciled out ‘of 
the United Kingdom’ will include, where the ` 
amount of the income of a company for any 
year or period has been apportioned under 
chapter ПІ of Part IX, references to 
. ‘so much of the income оће company for that 

year or period as is, equal to the amount so 

apportioned to that person’. 


Where Tax Avoidance is not obj ect of 
· Transaction 
Аз these provisions are aimed at preventing tax 
avoidance by taxpayers ordinarily resident here 
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by means of transfers of assets, they will not 
operate in cases where the avoidance of tax was 
not the object of the transfer. 

Thus, under subsection (3), neither subsection 
(1) nor subsection (2) (which deals with the 
receipt by the taxpayer of capital sums as distinct 
from income), will apply so as to cause a deeming 
of the income to be the transferor’s income, 
where it is shown, in writing or otherwise, to the 
satisfaction of the Special Commissioners, either 
(a) that the purpose of avoiding liability to 
taxation was not the purpose or one of the 
purposes for which the transfer or associated 
operations or any of them were effected; or 
(b) that the transfer and any ‘associated operations’ 
were bona fide commercial transactions and were 
not designed for the purpose of avoiding liability 
to taxation. 


Provision not limited to Avoidance of Income 
Tax or Surtax 

If, however, the transactions are designed to 

avoid taxation of other kinds, such as the payment 


of death duties, liability under the section cannot, 


be avoided. Thus, in C.I.R. е. Sassoon (22 А.Т.С. 
57; 25 T.C. 154) (overruling MacDonald v. 
CLLR. (19 A.T.C. 161; 23 T.C. 449)), the section 
was held to apply where a person ordinarily 
resident and domiciled in the United Kingdom 
transferred to a Swiss company, formed for the 
purpose, certain investments with the object, as the 
Commissioners found, of avoiding. death duties. 
The taxation to be avoided, on the other hand, 
must be United Kingdom taxation and if the 
intention is merely to avoid foreign taxation, 
which for this purpose will include taxation 
imposed by a Dominion or British possession, the 
section will not operate. Once the transaction is 
shown to be prima facie within the section, the 
burden will lie on the taxpayer to prove otherwise. 
Where associated operations as well are involved, 
not only the transfer but each associated operation 
must be proved to have been effected with an 
object other than to avoid United Kingdom 
- taxation. 
Transfer of Assets Essential 

It is essential for the operation of the section that 
there should be a ‘transfer of assets’. There 
“cannot be an ‘associated operation’ for the 
purpose of the section, unless there is a ‘transfer’; 
for the operation must be ‘associated’, and be 
‘in conjunction’ with the requisite transfer. 
‘Subsection (4) of Section 412, which defines an 
associated operation’, it should be observed, 
requires the operation to be ‘in relation to? any 
of the assets transferred, or the income arising 


from any such assets, or any assets representing 
whether directly or indirectly the accumulations 
of income arising from any such assets. The 
‘associated operation’, however, may be effected 
by any person and not necessarily by the original 
transferor or transferee, or the recipient of the 


income from the transferred assets, or the ~ 


person whom it sought to make liable to the tax. 


No Limitation on locus of Transfer or of Assets 
There is no limitation, however, to the locality 
of the transfer or of the assets. The locus of the 
transfer or of the assets as at the time of the 
transfer, may be in the United Kingdom or 
abroad. Further, the person to whom the income 
becomes payable at the time of the transfer need 
not be resident or domiciled abroad. Where 
the recipient of the income happens to be resident 
in the United Kingdom at the time of the 
transfer, so that the operation of the section does 
not yet come into play, his subsequent residence 
or domicil abroad may be an ‘associated operation’ 
(Congreve v. C.I.R. (supra)). Again, the transfer 
need not be effected by the person who acquires 
the power to enjoy the income. 

Thus a resident in one foreign country might 
transfer foreign securities to another foreign 
resident. If, as a result of such transfer, a person 
ordinarily resident in the United Kingdom was 
enabled to enjoy the income from the assets so 
transferred, the income would be caught by the 
section (Congreve v. C.I.R.) Nor need the 
income which can be enjoyed as the result of 
the transfer be the income of the transferee of 
the assets. Thus, if in consequence of a transfer 
of assets to an American resident, a person 
ordinarily resident here became entitled to enjoy 
the income of a French resident, the provisions 
of the section would reach such income. 

Further, the power to enjoy need not extend to 
the whole of the income of the non-resident or 
non-domiciled person, nor to the whole of the 
income from the transferred assets, and the 
benefits produced by the 'power to enjoy' it 
seems may be smaller than the income actually 
‘enjoyed’. 

In such cases, Cohen, L.J., stated in Congreve 
v. C.I.R. (in the Court of Appeal) that the test to 
be applied was to determine the extent of the in- 
come of the non-resident or non-domiciled person 
which the resident person had the power to enjoy 
by reason of the trasnfer whether alone or in 
conjunction with the associated operation. On 
the other hand, an analysis e$ the income for the 
purpose of ascertaining its source was not the 
correct approach to the problem. 
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which the position of the company director is 
analogous to that of the employee, it is yet 
also true that the rights of dismissal or removal 
which arise from this relationship are compara- 
tively seldom exercised iti practice. Even then, 
when directors are removed in breach of their 
service agreements with their companies, the 
matter is not often brought to the notice of 
the public if the parties can avoid it; whatever the 
motives behind the action taken, the publication 
of them can seldom reflect credit or bring advant- 
age to either side in a dispute. 

It is perhaps for this reason as much as for 
any other that the interest in the difficulties of 
the director's position tends to centre more around 
the conflict within himself which must inevitably 
arise at times from the other different capacities 
in which he acts. Sometimes his own interest as a 
shareholder of the company appears to dominate 
the situation, sometimes it js his duties as a 
trustee or agent for the company in its negotia- 
tions with outsiders and his use or abuse of 
confidential information which are brought into 
question; sometimes, again, though less fre- 
quently, the situation affects primarily his own 
position as a salaried officer of the company. 


ЈЕ it ig true that there are some respects in 








Personal Interests 
It has been many times stated that a director 
should not take advantage of his position to 
further his own personal interests, and this 
е is fairly widely recognized, but to it 
ere are, unfortunately, several important 
qualifications. For one thing, the director is not 
garded as a trustee for the other shareholders, 
but only for the company as a distinct legal 
entity: this means that purchases and sales of 
his own shares on the market made on the strength 
of information whiclf ће possesses in his capacity 
as director, which may.clearly be to his own 
advantage and against the interests of the other 
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THE COMPANY DIRECTOR - II 


DUTY AND INTEREST 


by A BARRISTER-AT-LAW 


Д This ів the second іп а series of articles discussing various aspects of the position 
of the company director. The first drew the analogy between the company director 
and the salaried employee, and showed how ultimately the security of the director 
in his office depended upon voting power among the shareholders. This second is 
designed to point to the conflict which arises sometimes between the director's duty 
and his personal interest. The third and fourth will consider respectively the point 
of view of the shareholder as owner of the company and the disadvantages of the 
| private company in which the director is also a substantial owner. 


shareholders, are not regarded as a breach of 
that trust. 

Returning, however, to the statement of the 
general principle, it may be stated quite broadly 
that the director should never take advantage of 
his own rights or powers as a director of a com- 
pany to further his own interests, either as a 
salaried official or (and this is where those who 
readily admit the principle are most liable to find 
themselves blinded by their own interests in its 
application), as a shareholder. 


‘Your Company’ 

In this respect, the courteous wording of many 
of the reports of the directors of the larger com- 
panies, which refer the shareholders to ‘your 
company’ and to themselves as ‘your directors’, 
emphasizes the true relationship of the directors 
to their own work, to their duties and to the 
company. 

This terminology contrasts strongly with the 
style of language used, perhaps unconsciously. 
but only too often, by the directors and part- 
owners of the smaller companies, who readily 
refer to ‘my company’; they forget that, as long 
as a single share remains in the beneficial owner- 
ship of an outside party, they have a duty towards 
an entity which, abstract though it may be, 
represents the aggregate of the various rights of a ' 
number of interested persons, each with a right 
to make known and felt an individual interest and 
an individual point of view. 


Identification of Interest 
'This identification of personal interest of the 
directors with that of the company has many 
obvious advantages; it serves to combine all the 
merits of the small business, with its compactness 
and personal touch towards customers and 
clients, with the personal drive and intense 
interest of the self-employed man who is working 
almost exclusively for his own profit, and who 








36 THE ACCOUNTANT 


consequently devotes to his work the greater part . 


of his time and energy 

The disadvantage, however, of this identifica- 
tion of interests is that it tends to blind the 
working shareholder, as the director may be 
described in this context, to the responsibility 
which he bears to the company and, through the 
company, to the other proprietors. An example 
of this occurred recently, when a scheme was 
proposed for the financial rehabilitation of a 
company. 

Not all they Deserved 

Three directors of a medium-sized manufactur- 
ing company had shouldered, during a period of 
unfavourable trading conditions, the burden of 
the worries as well as the greater part of the work 
of their company, and had received in return 
during this period a comparatively low rate of 
remuneration. Not only had their own salaries 
been low during this time, in proportion to the 
efforts they had made for the recovery of the 
business, but their individual shareholdings, too, 
as may well be expected, lost a great deal of their 
value, and the £1 shares sank to approximately 
25 6d in price. 

When better trading conditions appeared, the 
reserves of the company were so low that it 
seemed the chance to make a recovery would be 
lost if additional working capital could not be 
raised, and there was some difficulty in offering 
the necessary security and certainty of recovery 
to induce outsiders to make the investment. 

However, the senior of the three directors, the 
chairman of the company, was willing to invest 
further sums of his own for this purpose, pro- 
vided he could secure effective voting control of 
the company for himself and a nominee. The 
normal way of doing this would be, of course, by 
purchase of the shareholdings of others, but it 
appeared that the asset value of the shares of 
about 2s 6d was a price at which the other 


"shareholders were unwilling to sell, and the chair- 
. man was unwilling to pay more than this, in 


addition to.the investment of his capital on loan. 
As a means, therefore, of securing control for 
themselves, the three directors proposed that 
additional ordinary shares in a different class 
should be issued, and allotted by resolution of 
the board to the directors only. These new shares 
were each to carry a right to three votes instead 
of one, and the directors thought they would 
thus secure effective voting control at a company 
meeting. After this issue it was proposed to issue 
debentures to the chairman and proceed to the 
rehabilitation of the company's finances. 
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Ап Abuse of Powers 


It was pointed out to the directors, however, 
that, although the proposed issue might well be 
in accordance with the very wide powers granted 
to them by the company's articles, such an issue 
on preferential terms to themselves would involve 
an abuse of their fiduciary power of allotment. 

The directors, in reply, éxpressed the point of 
view that they had in fact nursed the company 
through bad times at the expense of considerable 
personal effort and sacrifice, whilst the share- 
holders as a body had suffered considerably less; 
if they were going to finance a new expansion in 
good times they thought themselves entitled to 
share in the prosperity just as they had shouldered 
the losses. Further, they were not prepared to 
provide further finance except on their own terms. 

This is, though, of course, no answer at all. If 
finance is required, the directors must make all 
efforts to raise it on the best terms possible for 
the company, and they are unlikely to be able to 
consider the question dispassionately while they 
have a scheme which involves the furtherance of 
their own persona! interests. 


A Limited Trust 


It is perhaps to be regretted that the trust 
imposed upon a director in his duties does not 
extend to prevent him from taking advantage on 
the Stock Exchange of knowledge which he may 
possess as a director. It might well be difficult to 
prevent a director from realizing a private profit 
by acting through nominees if he chose to do so, 
but even then there are means of discovering the 
true ownership of shares which have recently 
changed hands, should the occasion require. 

The fact that the director may in this. way 
lawfully take advantage of the knowledge gained 
by him in a fiduciary capacity may, on occasions, 
tend to obscure from him the very strict duties 
which he has towards the company. The dis- 
tinction between the two relationships is, how- 
ever, vital, and must be carefully made by the 
director. The strict trustee, when faced with 
problems where his interest may conflict with 
his duty towards the trust, may apply to the Court 
for guidance. The company director, on the other 
hand, seldom finds this possible. He must be 
guided by his legal advisers or his conscience in 
the knowledge that, should he overstep the mark, 
he may bring. about his complete undoing. 

The minority shareholders may be slow to act 
in their own defence, but their remedies, once 
sought, may be none the less effective in bringing 
the company to an end. (То be continued.) 
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conventions in face of criticism. from without 
because it is intended to consider two earlier 
lectures which have been made to this Society, 
namely by Mr George Clayton on "The value of 
ublished accounts to the economist' and by Mr 
1 Нагоја Wincott on ‘Do accountants help investors?’ 

Because I have called it ‘A Р 
review of accounting conventions 
in face of criticism from without 
it is not to say that there has been 
no criticism from within. 

Му function is to consider the 
views put forward by Mr Clayton 
and Mr Wincott and give my И 
own opinion as to whether we as | 
accountants are giving the busi- ЈЕ 
ness and financial world the Wi 
service in the way of financial Ex 
information to which they аге Mi 
entitled. Some of my views | 
diverge sharply from current 
practice but I would be the last 
to recommend that sweeping | 
and immediate changes should 
be made on the lines that I am 
putting forward. 

In putting forward my views, ЩЙ 
my object is to stimulate dis- E 
cussion and I hope that there may : 
merge an answer better than SEREI 
that we have got now. 

Before I get on to that part 
f my lecture, I should like to 
вест briefly the lectures of Mr Clayton and Mr 

Мапсон so that some of the problems may be defined. 


I HAVE called this lecture ‘A review of accounting 





Тће Economist's Approach 

Clayton showed quite clearly that the economists 
ave appreciated, as I think the accountants now 
ppreciate, that the economists approach accounts 
om a point of view very different from that which 
e adopt. Тће economists deal in global figures and 
for the purpose they rely on statistics. These 
tatistics are very much less precise than the sort of 
ormation upon which we rely, and you might 
conclude that the economists are possessed of 
Y uid courage in committing their conclusions 

о figures, round as some of their es may be. 


Can Real Capital be expressed іп £ в d? 

I think the chief concept which Ње’ economists put 
AE mE 

ased on a lecture delivered to the Liverpool Society of 


Chartered Accountants on March 16th, 1955. Mr E. T. 
nton, B.A., F.C.A., was in the chair. 
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A REVIEW OF ACCOUNTING CONVENTIONS 


IN FACE OF CRITICISM FROM WITHOUT 
by CECIL C. TAYLOR, J.P., F.C.A. 


forward in connection with annual accounts or with 
business accounts generally, is that the accounts 


_ought to show whether real capital is being maintained. 


Tie mean by ‘real capital’ the productive resources 
ilable to the business; that is a simple concept, 
but its relation to any particular business is, to my 
mind at any rate, extremely complicated. 

— ake for example a bus 
company. Its real capital is its 
fleet of buses. Types of bus аге. 
fairly diverse; routes over which 
the different types can work 
may be equally diverse, and the 
traffic requirements are con- 
|; stantly changing. One can readily 
ascertain at any point of time thc 
original cost in pounds, shillings 
and pence of the buses then in 
use, but when one endeavours to 
express the provision for the 
replacement necessary to ensure 
that real capital is maintained, 
the fun begins. The older types 
of bus can no longer be replaced 
as such, the particular traffic for 
which they were required may 
no longer exist, so that replace- 
ment would not be required 


anyway. 


When is Replacement 
Desirable ? 
On top of it all there is the 
inevitable query as to when 
replacement will be necessary or desirable. I 


‘think the economist would say that replacement 


becomes desirable when a cheaper alternative becomes 
available. When it comes down to hard facts, business 
men would often fail to agree that any particular | 
alternative is cheaper, and even if they should 
agree, the question is often beset by the difficulties 
of thé capital outlay involved. : 
"Thirty years or so ago it was clearly desirable that 
horse-drawn wagonettes should be replaced by 
motor coaches. But it seems to me a somewhat 


difficult commitment for an accountant to have toe- 


provide over the life of a company owning wagon- 
ettes sufficient funds to replace its fleet with motor 
coaches. . 


The Alternative to Maintaining Real 
Capital 
Now that may be an exaggeration, but at the same 
time we must realize that there is a line to be drawn. 
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You might say that when wagonettes were clearly 
about to be superseded by motor buses, the wagonette 
company should be wound up and new capital 
collected to form a bus company. Even the economist 
might accept that contention. On the other hand, 
should a company owning three coasting steamers, 
costing £40,000 each to build between the wars, go 
out of existence when those ships need replacing, so 
that a new company has to be formed, with a capital 
of £360,000, to build three new coasters at £120,000 
each? 

I think that that procedure is undesirable in 
principle and if it were widely adopted might prove 
to be impracticable. After all, a company is better 
able to save its taxed income than are private 
individuals and the process of inflation which has 
made the company’s resources insufficient has had an 
even sharper effect upon the original sources of fresh 
capital, While the pension fund and the institutional 
investor have largely superseded the private investor, 
it is doubtful whether even they could or would 
provide all the capital required to operate such a 
system. 

For this reason, I feel that we cannot simply ignore 
the economists’ objectives. I would agree that they 


are difficult if not impossible to achieve. Even if we` 


do know what assets are to be replaced and with what 
other assets, we have still to forecast the cost and 
accumulate it out of profits. But for all that, we must, 
I think, try to go some way towards the economists’ 


objectives and so help business concerns to remain. 


in business. 


The Investor's Approach 
The main burden of Mr Wincott's complaint against 
published accounts was that asset values are not 
truly and fairly stated. He cited examples of well- 
known public companies where the asset value per 


share as calculable from the published accounts was . 


substantially lower than the real value. One result of 
this was that, in this age of take-over bids, share- 
holders sold their shares in ignorance of the real 
values behind the shares, only to find that, subse- 
quently, someone better informed in the realities of 
the,situation would come along and bid a substantially 
higher price. And, in a perhaps belated effort to 
persuade shareholders not to part with their holdings, 
the directors would then produce new valuation 


' figures for the assets which made a nonsense of the 


balance sheet. Не also instanced cases, even where 
no take-over bid was involved, where the published 
accounts gave a very imperfect picture of the value of 


the undertaking and, in consequence, made it difficult 


or impossible for the shareholders to judge, first, 
whether the company was being efficiently run and, 
secondly, whether the return on their real invest- 
ment was adequate. 


Revaluation and Depreciation 


Mr Wincott followed this up with a most interesting 
discussion of the problems of depreciation. I might 
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summarize his line of thought by saying that he was 
afraid that because we were not aetting aside enough 
to replace assets at present-day aen we were living 
on capital. He cited the case of shipping companies 
which could not accumulate enough out of earpings 
to replace their fleets at present-day prices, and he 
suggested that revaluation of assets at present-day 
values would help to overcome this difficulty as well 
as making balance sheets and profit and loss accounts 
more true and more fair. 

This point of view lies half-way between existing 
practice and the economists’ objectives. While the 
latter may be beyond us, Mr Wincott's criticisms of. 
our accounts are undoubtedly valid and we should 
endeavour to meet them and if possible improve on. 
them. 

Recommendation XV may be said to have upheld 
the status quo, but it is no warrant for inaction, rather 
the reverse. 

Past Achievements 


I shall have some criticisms to make of some account- 
ing conventions which seem fundamental to our 
present practice, but before I do so I should like 
to echo Mr Wincott’s appreciation of the enormous 
improvement in the last fifty years in the quality 
of information available to the financial world. We 
can be proud that so much of the improvement has 
been brought about by members of our Institute. It 
is only about thirty years since Sir Gilbert Garnsey 
produced his pioneering work оп consolidated 
accounts, and the achievements of Mr F. R. M. 
de Paula a few years later as chief accountant of 
Dunlops were no less important. 

And here I might digress and point out that the 
solution to this problem must come from the 
accounting side of the profession and not from 
auditors as such. After all, the time that elapsed 
between the production of consolidated accounts and 
the requirement that the auditor should report on 
them was about twenty-five years. As accountants, 
we should perfect new techniques before accepting 
an auditor’s responsibility in relation to them. 


The Accountant’s Version of Profit ? 


Now I should like to start my criticism of some of our 
accepted practice by asking what we mean by ‘profit’. 
I think everybody means by that some increase in his 
financial worth which can be spent without leaving 
him worse off than he was before. The difficulties 
arise in interpreting ‘worse off than he was before’. 
At present, we as accountants are bound by legal 
decisions and the requirement that money capital 
shall be maintained. But even that rule has its own 
exceptions in that revenue surpluses can be distributed 
without making good capital losses. 


The Economist's Version 


The economists insist that ral capital must be 
maintained, and I think we all know what they are 
driving at, even if we doubt whether it can be 
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expressed precisely and accurately in pounds, 
shillings and pence. The economists thus insist on 
making good capital losses, and this will include 
the capital loss which inflation brings to every 
business. In a business which employs fixed assets 
it is unlikely that depreciation provisions can be 





ito the same extent as inflation takes place. Unless 
they are so invested, inflation renders the provisions 
inadequate. 

А business which does not employ fixed assets can 
no longer finance the same volume of business with 
thesame money capital. In this way a capital deficiency 
arises inevitably with inflation. 


'The Investor's Version 


Пе I understand Mr Wincott rightly, his suggestion 
ifor meeting the difficulty is that businesses should 
| put themselves in the same position as if they had 
just bought their assets at current market prices. 
This would mean that inadequacies of past deprecia- 
tion would not be made good. 


Anomalies of the Accountant’s Version 
Quite apart from these differing ideas of profit, there 
jare still some fairly remarkable features about our 
' practice in relation to it. Any company which, year 
i by year, distributed the full amount of profit shown 
Њу its accounts would be regarded with deep 
suspicion. Isn't that a fairly serious criticism of our 
accounts? Doesn't it indicate that the profit we show 
cannot be spent without leaving the company worse 
off than it was before? 

Тће orthodox answer would be, I think, that while 
the profit could be distributed, it is desirable as a 
matter of financial prudence to put something to 
reserve. Reserve for what? The traditional rainy day? 
If that were so, what we are pleased to call revenue 
reserves should all be renamed dividend equalization 
reserves. That would show them in truer colours 
because everyone knows that the last thing a dividend 
equalization reserve is used for is to equalize 
dividends. 





What are Reserves ? 
The limited company and the company director over 
the years have a lot to answer for. Their accountants 
‘are not entirely blameless either. The present 
| peculiar state of the word ‘reserves’ is a typical 
‘example, When a partnership or a sole trader made 
a profit, to the extent that it was not drawn out, it 
was added to capital. The position was accurately 
expressed in the accounts. When the rainy day came 
along, the ia of drawings over profit was deducted 
| from capi 
The Potted company, no doubt because by law 
it was not allowed to live on capital, could not follow 
| this course. The directors realized, ho doubt, that 
d could not pay а" удела in bad years unless 
| put some of their profits on one side. They 
too that the shareholders might look unkindly 





invested i in assets which appreciate in value, tax free,’ 
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on suggestions that for no apparent reason all the 
profits should not be distributed, and so I suppose 
this imposing word ‘reserve’ was adopted. Its meaning 
has now become completely conventionalized. 

The Oxford Dictionary defines reserve as 'some- 
thing reserved for future use', and banker's reserve as 
‘amount kept on hand to meet probable demands’. 
The great majority of company reserves are in very 
present use, financing working capital and even 
fixed assets. Very few of them indeed are kept on 
hand to meet probable demands, and I believe it is 
time we confined the word ‘reserve’ to money kept 
on hand to meet probable demands, and referred to 
profits retained in the business as accumulated funds 
or, in the American style, earned surplus. 

It is of course true that we may shortly be able to 
have no par value shares in English companies, and 
this would meet the objection that I have made, in 
that accretions in profit will be added to the net 
asset value of the share capital and the par value will 


. no longer be the basic factor of share capital. 


Where do Profits and Reserves 50 to? 

I have diverged a little from the ascertainment of 
profit but I hope the diversion will have raised some 
doubts about whether the profit figures we show 
could really be spent — that is, distributed to share- 
holders for them to spend -~ without leaving the 
company worse off. In theory, undistributed profits 
should be represented by additional cash resources 
or investment in additional assets representing 
expansion of the business. ТЕ that were the case with 
some of our leading companies, it would be fair to 
criticize the directors because the additional revenue 
derived from the theoretical expansion hardly seems 
to have justified the expenditure. 

In fact, what we have in accordance with the best 
accepted principles of our profession indicated to be 
profits put to reserve for the purpose of expansion, 
have had to be retained in the business to make good 
the erosion of capital due to inflation. It is up to us 
then fo try to improve our description of these events 
so that if profits have to be retained to cover capital 
losses, the situation is made as clear as possible. 


Depreciation 

The charge for depreciation is of course the vital 
factor, and here again I would like to question the 
validity of some of our conventions., Before the 
Companies Áct, 1948, most accountants "would have 
agreed that while depreciation could be too little, it 
could hardly be too much. In spite of that, and often 
on the rather rough and ready assumptions as to 
unexpired working life, the auditor accepted 
depreciation provisions as producing a balance sheet 
showing a true and correct view of the state of the 
company's affairs. 

In earlier days it was customary to talk of the 
auditor certifying the accounts. Even now, when the 
auditor has the wisdom to report rather than to certify, 
he still is inclined to treat depreciation as a matter 














40 THE ACCOUNTANT 


merely of applying an arithmetical process. In fact, 
only in the case of leaseholds is such a process applic- 
able without frequent review of the facts. 


Estimates Underlying Depreciation 


This arithmetical preoccupation has led оз and 
even more our clients and the public — to regard 
profit figures as absolute and infallible. The charge 
for depreciation is based on an estimate of working 
life and if it be related to current or replacement costs, 
on an estimate of those costs as well. In many cases 
a further estimate of scrap value would also be 
required. 
Profit before Depreciation 

It is not apparent that profit figures depend so 
much on estimate, nor does it seem desirable that 
they should. I suggest that we should not regard 
depreciation or provision for replacement as a 
charge against profits at all. What I would like to 
see would be a figure of profit after taxation, 
appropriated to asset replacement reserve, to divi- 
dends, and to capital if there were ‘no par value’ 
shares, or accumulated funds if not. A balance sheet 
should, I think, show precisely how the asset replace- 
ment account has been invested, and there should be 
a statement showing proposed outlay on asset replace- 
ment for five years ahead. 

That, I feel, is the furthest we can go at present 
towards achieving what the economists would wish 
us to achieve. As I have indicated previously, it is 
impossible to forecast exactly what outlays will be 
required to maintain real capital over an indefinite 
рео. However, I do think that an attempt should 

e made to make a forecast, and I am suggesting that 
five years is a not impossible period. Again I would 
emphasize that this is a matter of accountancy and 
not of auditing. When, perhaps, the procedure 
became more familiar and more widely understood, 
then it might be reasonable to expect the auditor to 
criticize it. 

Asset Revaluation 
One or two companies have adopted a quinquennial 
revaluation of assets and reassessment of thé charge 
for depreciation. I believe that is an excellent practice. 


„From the point of view of charging depreciation 


against profits, if you believe that depreciation must 
be charged against profits, I think.that is the best 
way of keeping the charge in line with the facts. 
It does not, however, take care of the deficiency of 
ast depreciation provisions brought about by 
inflation. That deficiency is not, in accordance with 
accepted practice and the law of the country at the 
present, required to be charged against revenue. It 
1s not therefore a disadvantage of the quinquennial 
revaluation procedure from the theoretical aspect 
that it does not provide for these past deficiencies. 


Inflation Losses of Capital i 
At the same time, from the practical point of view, 
something must be done about them. T'he procedure 


~ 
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which is in fact being adopted by most companies 
at present is to retain taxed profits and hope that 
they will be sufficient. There is nothing else they 
can do, and my objection is not that they do it, but 
that they do not describe the operation accurately. 
Nor do they, in published statements at any rate, 
give any indication of the adequacy of the retentions. 
That is the object of my suggestion that there should 
be a five-year forecast of plant replacement outlay. 


Adoption of Replacement Forecasts 


I do not want you to run away with the idea that I 
think all companies should be required by law to do 
this forthwith. The result would be chaos, as it would 
have been twenty-five or thirty years ago if the form 
of accounts adopted by the late Mr de Paula forthe 
Dunlop Rubber Co Ltd had suddenly been made 
compulsory. But Y do think that large public com- 
panies should attempt it and I suspect that if they 
are well managed they could do it. It is obvious that 
weak and unsuccessful managements would tend to 
minimize their commitments for replacements and 
they might deceive the shareholders in the process; 
but they would have to do so consciously, whereas at 
present they can ignore the problem entirely, 
providing they write off historical cost. 


Resources Available for Replacement 


One of the important features of these posposals is the 
linking up of the asset replacement commitment with 
the investment of the asset replacement account. 
No matter how admirable the appropriations for 
asset replacement are, they are of no avail if the 
funds that represent them have got inextricably 
involved in the fixed or working assets. They must 
conform to the definition of a reserve and be kept 
on hand for probable demands. 

It seems to me at present that a company could 
spend its reserves on expansion in the form of 
purchasing a new factory and equipping it, only to 
find shortly afterwards that it had no funds available 
to replace the machinery in the existing factory. 
That seems to me to indicate at least inadequate 
information about the company's true position. I 
don't say that the decision to purchase tbe new 
factory was not a proper one, but I fear that it may 
have been based on a false appreciation of the 
company's available resources. 


Taxation 
My suggestion for regarding depreciation as an 
appropriation of taxed profit forming part of the 
amount set aside for asset replacement may be 
idealistic and the first objection that springs to mind 
is ‘What about taxation?’ Well, all of us in recent 
years have become inured to.a certain discrepancy 
between depretiation as charged and the correspond- 
ing capital allowances. I do not regard it as disastrous. 
if tax allowances fall shert of the amount actually 
required for asset replacement. In this respect I am 
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on the side of those protagonists of historical cost 
depreciation who do not see why owners of fixed 
assets should be allowed to contract out of the ill 


effects of inflation. 


Facts More Clearly Stated 
But if my suggestion were adopted, those industrialists 
who wish to do so could put the case with: the facts 
more clearly displayed and any Government decision 
on changes in tax allowances would be more soundly 
based. As the idea became more widely understood, 
even those envious economists of the Left, whom 


| Mr Wincott wishes to enlighten, might appreciate 


the gap which inflation makes between earnings and 
divisible profits. 


The Present Position in Perspective 

I have made some criticisms of present practice in 
respect of profits and reserves and I have not made 
any defence against Mr Wincott's criticism with 
regard to asset values, but again I would like to 
remind you of the enormous progress that has been 
made in the past twenty-five or thirty years and by 
doing so to try and' get our present problems into 
perspective. 

From the earliest days of limited companies, the 
annual accounts have been coloured by what I would 
like to call the immutability of share capital. (I should 
not like the economists to think they ћауе a monopol 
of long and not very intelligible words, but I think 
my meaning will be clear enough.) 

The building up of reserves, both secret and 


i disclosed, arose from this basic factor. The dangers 


of secret reserves were fully exposed by the Kylsant 
case. Even before that, consolidated accounts had 
helped to give a truer picture of asset values and so 
inevitably of profits also. The Kylsant case also 
switched the emphasis from the balance sheet to the 
profit and loss account, and the Companies Act of 
1948 is the outcome of this trend. 

The demand for a precise statement of annual 
income has magnified the difficulties which arise 
out of inflation. Inflation has also brought renewed 
emphasis on balance sheet values. The discrepancy 
between historical cost values and current values is 
just as misleading as secret reserves used to be. 

In the result, we find ourselves in the position in 
which we can only call our accounts true and fair in 
the light of accepted accounting conventions. 
Recommendation XV has shown very clearly the 
difficulties of dealing with the situation within those 
conventions. I am taking the line of least resistance 
by suggesting that we might scrap some of them. 


Conventions Which Might be Scrapped 
The first on the list is the immutability of share 
capital, or should I say the insistence on fixed money 
capital. The demand, for no par value shares is a 


| welcome step towards breaking down this convention. 


Second is the historical cost basis of fixed asset 
values, In a world of changing values some attempt 
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should be made to record some of the changes. If 
five years is satisfactory for valuing life insurance 
funds, I cannot see why it cannot be at least attempted 
for fixed asset values. 

Third is the charge of depreciation against profits. 
It has two objects: to preserve fixed money capital 
and to provide funds for replacement. In present 
circumstances the amount required for the latter is 
very much greater than that for the former, and of 


. the two it is of the greater practical importance. 


It ig also very much more difficult to assess and 
express in terms of pounds, shillings and pence. If a 
company is providing adequately for asset replace- 
ment, it will also inevitably be preserving its money 
capital, For these reasons I have suggested that 
profits should be struck before depreciation and that 
there should be an appropriation for asset replacement. 

Lastly there is the misuse of the word ‘reserve’. It 
now means little more than retained profits and: 
profits arrived at on a somewhat narrow interpretation 
of the word. I would like to see ‘reserve’ used only 


to describe moneys held available for future use 


or to meet probable demands. 


Some Obvious Objections and their 
Remedies 


There are of course several objections to these 
proposals of mine, and I will attempt to try and 
deal with some of them. The first is that it is too 
difficult — too difficult to have a revaluation of assets 
every five years; too difficult to keep reserves 
sufficiently separate to be able to show them as such 
on the balance sheet; too difficult to set aside the 
amounts required for replacement because of the amall 
selling margins that are available, and too difficult 
to forecast the amount required for replacement. 

I think it was Mr Wincott who said that if the 
І.С.І. can revalue its assets there is no reason why 
other companies should not. I would go further and 
say that there is no reason why most other companies 
should not do во every five years. 

With regard to keeping reserves separate and 
available, is it really the case that our companies are 
run so much on’ the basis of improvisation that they 
have no knowledge where the money is coming from 
for any projects they have to undertake even in the 
near future? 

As to selling prices, because we cannot achieve our 
objective, is it any reason why we should avoid 
trying to achieve it and showing the extent to which 
we fail? At present it seems to me we are prods 
that we are achieving it. 


As to the forecast of replacements, 1 agree that it ee 


is a very difficult matter. All the same, surely the 
attempt should be made. If five years is too long a 
period to forecast, why not start at one or two? 


~ Accounts of Stewardship 
The next objection is that our accounts are accounts 
of stewardship, that we should therefore show how 
money has been spent, and that that is the warrant 
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for our historical cost basis. Well, that, I agree, is the 
present legal position, and I see no reason why we 
should not continue to fulfil that legal requirement. 
What I am saying is that it is relatively unimportant 
to the continuation of.a prosperous industry in this 


country. 
The Single Venture Basis 


Another form of the same complaint is that we should 
view accounts as if business were operated on a single 
venture basis – that is to say, when a company had 
used its assets up it went into liquidation and if the 
business was to be continued, a new company with 
a new capital should be formed to take it over. That, 
if it were the practical fact, would be a most difficult 
and expensive state of affairs. Companies would be 
everlastingly stopping and restarting. I think the 
salient factor is that most companies when they go 
into business intend to stay in ae. and if they 
intend to stay in business I see no grounds for 
preparing their accounts upon any other basis. 

There has been recently a case of a company which 
was showing profits, paying reasonable dividends 
well coveréd by profits. Then all of a sudden it 
announced that it could not go on doing so, because 
its assets were worn out and, while it could afford to 
replace them, it could not expect to earn the same 
profits owing to the high depreciation charge on the 
new assets. Now I suggest that the company was in 
almost the same position as the Royal Mail Steam 
Packet Co in 1926. The анакай had been kept 
in ignorance of the true position. What they imagined 
were profits which would continue to be earned were 
profits from a source which could not be replaced. 
Their position was only one degree better than that 
of the Royal Mail Steam Packet shareholders who 
found that although profits had been shown in the 
accounts for several years, in fact heavy losses had 
been made. 

Omitting a Cost 

Another objection is that if you treat depreciation as 
an appropriation, as part of an appropriation for 
asset replacement, you are omitting from the accounts 
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what is in fact a cost. It is a cost of the asset which 
has to be spread over its working life. Well, my 
answer to that is that it is only the cost of preserving 
the fixed money capital. If it is more important, as I 
believe, to preserve the company in business, then I 
suggest that the necessity of including that particular 
cost is considerably reduced. 

After all, the reason behind my suggestion that 
depreciation should not be a charge against profits 
is not that it does not occur, but that it merges into 
the far more important factor of asset replacement. 
And because asset replacement cannot be precisely 
assessed, J think it is better to regard it as something 
outside the ascertainment of profit. 

These suggestions are, I well appreciate, somewhat 
startling. For that reason they are likely to attract 
criticism. All that I hope is that the critics in justifying 
their criticism may produce a better answer than we 
are at present providing with existing conventions. 


APPENDIX 


I feel that my ideas for reforming accounting con- 
ventions might appear less nebulous if I were to 
produce a specimen balance sheet. 

І have accordingly taken a balance sheet at random 
from the ‘Finance and Commerce’ column of The 
Accountant and re-hashed it. 

I mentioned in my lecture that company accounts 
had suffered disadvantages from which partnership 
accounts were immune. I have sought to overcome 
those disadvantages and in doing so І have modelled 
the balance sheet on the form used for executorship 
accounts, which always seem to me to be the ideal 
medium for expressing accounting information. 

The balance sheet is accordingly drawn up in 
three sections or tiers: 

(1) fixed capital, corresponding to the capital 

ces in an executorship account; 

(2) working capital, corresponding to the income 

alances; 

(3) asset replacement fund, corresponding to a 

separate fund set up by the will. 


Tue Turre Trer BALANCE SHEET 


(1)*Before treatment, at зіі December 1954 





£ 
Preference capital 150,000 
Ordinary capital 168,000 
Capital reserves. 19,000 
Revenue regerves 98,000 
Outside liabilities (including future tax) 248,000 
£683,000 





(2) First паре — 


separation of fixed and working capital. 
(а) Fixed capi £ 


dE capital .. 150,000 
Equi 285,000 

"Subscribed + 168 00) | 
— € 


£435,000 

















£ £ 
Fixed assets .. ia 497,100 
Less Depreciation ., - 171,100 
326,000 
Current assets: 
Stock and debtors .. 344,000 
Cash ot га 13,000 
3575 
£683, 
Fixed assets 326,000 
Invested in woning capital . 109, 
о ө 
• £435, 
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(b) Working capital: £ "es £ £ 
Current liabilities .. 54 vs +. 448,000 Current assets zi m .. 344,000 
Capital invested .. n s .. 109,000 Cash .. is v EE v 13,000 
' 357,000 
£357,000 ^" £357,000 








(3) Second stage — separation of asset replacement reserve and its investment. 
Assumptions: 

| (i) There are capital commitments reported on the balance sheet of £50,000. It is assumed that the forecast of replace- 

| ment outlay for the next five years із £100,000. 

(ii) Depreciation charged in the accounts is £32,000 and in the previous year £20,000; It is assumed that these are 

ed as appropriations to replacement reserve. The plant account is to be debited and replacement reserve 

credited with’ £52,000. 

(iii) The company has not got free cash resources to represent this £52,000 for asset replacement reserve and jt is 
assumed that bank facilities are available to E outlay up to this amount. 

(a) Fixed capital: 























Preference capital .. da ET .. 150, em Fixed assets .. x Ба 378,000 
| Equity : 2 .. 285,000 Invested in working capital . 2 E 57,000 
| (Subscribed £168, ooo) | ———— — 
£435,000 £435,000 
(b) Working capital: £ £ 
Current liabilities .. 248,000 Current assets Н 2s EE es 344,000 
Borrowed from asset replacement Í fund . 39,000 
Capital invested .. . 57,000 
£344,000 . £344,000 
(c) Asset replacement fund: £ Е £ 
t replacement reserve. . vss Sn 52,000 Cash .. m 13,000 
, Temporarily њи: in working capital és 39,000 
652,000 : £52,000 
ASSET REPLACEMENT FORECAST "4 
Anticipated outlay 1955 .. p E НЕ zs - 50,000 
1956... > aan - s A 5,000 
1957 .. wg => y са » 10,000 
195 ore is ze и T To 20,000 
1959 .. Vet. du е m T 15,000 
£100,000 





Anticipated appropriations to asset replacement reserve during five years ending December 3181, 1959, £20,000 per annum. 
Bank facilities are available to cover the outlay to be incurred in 1955. 


(4) Revaluation of assets. 
Assumed that the revaluation shows a figure of £350,000. 




















(a) Fixed capital: £ £ | £ £ 
Preference capital .. Pir 150,000 Fixed assets .. - .. 378,000 
Equity $3 vs ха, 53,000 Less Loss on revaluation .. .., 28,000 
Loss on revaluation 7 359, 
(Subscribed £168,000) 257,000 Invested in working capital .. ГР ' 57,000 
£407,000 £407,000 
D No change. 
с) No change. 
(5) Expenditure on replacement. Balance sheet at December 3186, 1955. Р 5 
umed £56,000 spent in 1955 and that profits in excess of £20,000 appropriated to asset replacement reserve, all 
distributed. Assumed assets replaced realized £10,000, which was £10,000 less than last revaluation. 
(a) Fixed capital: £ £ £ £ 
Preference capital .. E 150,000 Fixed assets as revalued ` .. .. 350,000 
х 9s . 257,000 Additions oe 55 ots 50,000 
"Transfer from asset replace- 
ment reserve 2v vs 40,000 400,000 
Less Sales at latest revaluation .. 20,000 
297,000 380,000 
Less Loss on sale : 10,000 ONG Invested in working capital .. 55 57,000 
(Subscribed да 68,000) 287,000 
. £437,000 | £437,000 
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(b) Working capital: £ 
Current liabilities .. Ja А А 248,000 
Borrowed from asset replacement fund .. 32,000 
Bank overdraft КЕ $5 a " 7,000 
Capital invested .. 55 se so 57,000 

£344,000 

(c) Asset replacement fund: + £ 
Asset replacement reserve.. 52,000 

Add Appropriation 20,000 
72,000 
Less Transfer to fixed capital 40,000 
32,000 
£32,000 





Norzs А 
(1) The bank borrowing arises in this way: 


New plant .. ate gh 
Less Received for old plant 
апсе 


Cash representing ‘profits appropriated to asset 


replacement fund | 
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Current assets 








Temporarily invested in working capital 











£ £ 
; 50,000 
10,000 
13,000 
20,000 
———— 43,000 
, £7,000 


(2) The net outlay on replacement is assumed to have been £40,000, i.e. £50,000 less proceeds of old plant £10,000. 


(6) As profits are earned they increase current assets and the investment in working capital. 
If additions (as opposed to replacements) to fixed assets are made, the investment in working capital is decreased and 


fixed asset account increased. Total capital remains unaltered. 


WEEKLY NOTES 


'The Institute's Summer Course 


The Institute's Summer Course assembled at Christ 
Church, Oxford, last Thursday evening and will 
continue until next Tuesday afternoon, 

Three papers are being given during the course, 
and details of these were announced in our last 
issue. About 160 members of the Institute are attend- 
ing; for the discussions, they will be divided into 
eight groups which have been arranged so that 
eaeh group has a similar geographical and occupa- 
tional representation. The principal social activity 
will be the guest night dinner on Monday evening, 
when Mr У. S. Carrington, F.c.a., President of the 
Institute, wi]l preside and a number of guests will be 
entertained. 

А photograph of some of the personalities present 
at the course this year will be published in an early 


= issue and we hope subsequently to reproduce the 


papers. 


The Scottish Institute's Examinations 


The results of the May 1955 examinations of The 
Institute of Chartered Accountants of Scotland have 
now been announced and show that 108 candidates 
have qualified for the Institute's Final examinatlon 
certificate. The Albert J. Watson Prize for the candi- 


date who obtains the highest marks above a certain 
minimum at each diet of the First Division of the Final 
examination and who complies with certain other 
conditions, was won by Mr Robert Westwater Speirs, 
of Glasgow. : = 

The Sir William McLintock Prize, which is in two 
parts, for the two candidates who obtain the highest 
and second highest marks above a certain minimum 
in the Intermediate examination and who comply 
with certain other conditions, was awarded to Mr 
Alan Hutchison Jessiman, of Glasgow, and Mr Allan 
Gordon Aloysius Williams, of Coatbridge. 

The names of the successful candidates in the Final 
and Intermediate examinations (Second Division) 
appear elsewhere in this issue. 


New Members of the Council of the Society 


Mr A. Blackburn, Е.5.А.А., of Newport, Mon, and 
Mr Н. L. Layton, M.S.M., F.C.A., F.8.4.A., of London, 
were elected members of the Council of The Society 
of Incorporated Accountants at the Society's recent 
annual meeting. 

Mr Blackburn, who has been a member of the 
Society since 1931, is a dimettor and secretary of 
Whitehead Iron and Steel Co Ltd. He is a member 
of the Iron and Steel Institute and a member of the 
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Taxation Committee of the British Iron and Steel 
Federation. 

Mr Layton, who has been a member of the Society 
since 1925 and a member of the Institute since 1938, 
is a partner in the firm of Turquand, Youngs & Co, 
of London. He is chairman of the Gold Coast 
Chamber of Mines Taxation Committee and is also 
financial adviser to a group of gold-mining com- 
panies. He is a Freeman of the City of London and 
a liveryman of the Fanmakers’ Company. 


Taxation of Agricultural Estates 

The Department of Estate Management, Cambridge 
University, has now issued the third of a series of 
booklets dealing with selected topics touching the 
taxation of agricultural estates and the problem of 
estate duty in particular. We referred to the first two, 
Estate Duty Anomalies and Reserve Fund and Мат- 
tenance Funds in our issues of February 6th, 1954, 
| ала January 8th, 1955. The new booklet, Estate 
| Incomes, is based on a close survey of a sample 37 
| estates covering 341,596 acres in various parts of 
Great Britain. . 

А remarkably large number of these estates showed 
a deficit on income account. In some cases the deficit 
was very large indeed – во large as to produce an 
average deficit for all the estates in the sample. The 
right to claim maintenance relief in excess of the 
net Schedule А assessments has been a great help 
to agricultural landowners, but even so, the present 
system contains an anomaly in times of rising prices. 
Each year the taxpayer is tied to the average of the 
five preceding years, which, other things being 
equal, is bound to be less than current costs. А third 
point made by the booklet is that on independent 
valuations, agricultural estates show a return on 
capital in the neighbourhood of only 1 per cent. Of 
course, such estates are sut generis in the investment 
world; in the pride of ownership they confer, in the 
estate duty advantages they bring, and in the fact 
that they are often owned by people whose rate of 
tax is so high that income return may be of com- 
paratively little importance. 

The booklet does not mention the generous 
allowance made in respect of capital expenditure. 
On the other hand, the figures which it assembles 
give strong support to the suggestion with which it 
concludes, namely, that the statutory repairs allow- 
ance be increased, say, to 25 per cent. ` 





Cereal Deficiency Payments: 1954 Harvest 
We are indebted to the National Farmers’ Union for 
information about an arrangement with the Inland 
Revenue concerning the tax treatment of the receipts 
of farmers under the Home Grown Cereals Deficiency 
Scheme for crops of the 1954 harvest. Such receipts 
are, of course, taxable; the arrangement is concerned 
with their allocation t8 particular years. The Union 
has prepared an article which gives a brief account 
of the scheme in relation to different commodities and 


THE ACCOUNTANT . 45 


summarizes the arrangement with the Inland Revenue. 

For wheat and rye,.deficiency payments are made 
on grain sold and delivered. For barley, oats and 
mixed corn the payments are made on the acreages 
grown. The article states that legally the deficiency 
payments in respect of wheat and rye should be 
credited as trading receipts in the accounting period 
during which the crops were sold and delivered. 
Payments for the other cereals mentioned sbove 
should legally be brought into account in the account- 
ing period in which they were harvested or, where 
they were not in fact harvested owing to bad weather, 
in the period in which it had been intended to harvest 
them. However, except in the case of wheat, the full 
payments wil not be known until three or four 
months after the end of the cereal year concerned, 
ie. in most cases a considerable time after the end 
of the accounting period in which they should strictly 
be credited. ` ` . 

'The Union understand from the Inland Revenue 
that it will be in order for accountants to deal with 
deficiency payments on the following lines. Advance 
payments for rye may be brought in at 3s per cwt. for 
all grain sold and delivered in the accounting period, 
the final payments to be credited in the accounting 
period in which they are notified. Similarly, advance 
payments for barley may be brought in at [2 ros 
per acre harvested or intended to be harvested as 
grain during the accounting period in which the 
harvesting period fell, final payments being brought 
in in the accounting period in which such final pay- 
ments are notified. Payments for oats and mixed corn 
may be brought in in the accounting period during 
which they are notified. ТЕ is not clear whether the 
taxpayer may apply the modifications to some of his 
crops, without applying them to all his harvest. In any 
case, the strict legal basis will be applied where the 
commencing or cessation provisions apply, or where 
the taxpayer (before the 1955—56 assessment becomes 
final) so requests. 


Housing Repairs and Rents Act, 1954 
Part II of the Housing Repairs and Rents Act, 1954, 
which followed the Government White Paper entitled 
“Houses: the next step’, continues to arouse criticism. 
We referred to its defects in a leading article in our 
issue of February 19th when we commented on a 
memorandum compiled by the National Federation 
of Property Owners on the subject. The Income Тах- 
payers’ Society has now also written to the Chancellor 
to bring to his notice the hardship arising to owners 
of property affected by the Act, by reason of the 


incidence of taxation. The Society points out that” 


the rent increases provided for by the Act, which the 
owners are virtually obliged to spend on repairs, are 
almost halved by taxation. It is true that a main- 
tenance claim can be made but the relief is calculated. 
not on current expenditure but on expenditure of 
the preceding five years. The Society claim that in 
most cases the owner's net income from the property 
for the first five years of the Act will be less than if 
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he did not claim a repairs increase at all, and it refers 
the Chancellor to the examples compiled by the 
National Federation of Property Owners. The Society 
makes the further point that the Act causes both 
owners and the Inland Revenue unnecessary trouble. 
It suggests that in so far as increases in rent are spent 
on repairs, they should not be taxed. 


Bank Advances 


The chairman and the deputy chairman of the 
Committee of London Clearing Bankers last .week 
asked bank customers generally to keep ‘their credit 
requirements as small as possible’; the banks must, 
in the light of the Government’s credit policy, 
restrict their advances and be ‘more stringent in 
their attitude in regard to advances to customers, 
large and small alike, however reasonable those 
advances would be in normal times.’ 

This request for sympathy and understanding is 
doubtless being echoed warmly by bank managers 
up and down the country. Despite all tradition to the 
contrary, the bank manager likes lending money, 
and intensely dislikes saying ‘No’, at any rate to any 
credit-worthy customer. For the past few months 
he has found himself saying ‘No’ more and more 
often, and more and more firmly; and customers, 
who dislike the word even more than he does, have been 
reluctant to agree that it is used in the national interest. 

The banking figures for the past six months show 
how necessary in an inflationary environment some 
such check has become. The raising of the Bank rate 
has not prevented a continuing increase in bank 
advances. As the volume of advances has pressed 
upon the banks’ conventional liquidity ratio, the 
banks have been selling investments to keep their 
margin intact, a costly process and one which 
anyhow cannot be continued indefinitely. 

It is worthy of remark, however, that the present 
restriction of bank lending is of a different kind from 
that of the Chancellor’s successive directives of the 
years since the war. Then there was discrimination 
between what was considered good and what less 

d for the national economy. Now the discipline 
18 not that of exhortation, but of shortness of money. 
In effect (and with some degree of over simplit- 
fication) the banks are no longer lending because, in 
current conditions, they are already over-lent. 
Everyone is disturbed about it, not least the banks; 
but the discipline is‘ orthodox monetary policy. It is 
the free play of- economic forces rather than direct 
control which is now cutting advances. 


Pensions in 1954 


Changes in the rates of insurance benefits and contri- 
butions and alterations in the rates of war pensions 
and allowances were the outstanding features of the 
Ministry of Pensions and National Insurance in 1954. 
At the end of that year the Ministry was paying over 
goo,ooo war pensions; family allowances to nearly 
3} million families; 44 million retirement pensions; 
half a million widows’ benefits and guardians’ 
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allowances and 115,000 industrial disablement 
pensions. The combined yearly cost of these and 
other social benefits was about £700 million. 

During 1954 the old rates of contribution and 
benefit applied. Between February and June: of this 
year, however, the standard rates of unemployment 
benefit, sickness benefit and retirement pensions at 
minimum pension age, widows’ pensions, widows’ 
allowances, family allowances and maternity grants 
were all increased, as were benefits under the in- 
dustrial injuries scheme. It was pointed out in an 
article in our issue of September 4th, 1954, that owing 
to the ageing of the population, the National Insur- 
ance fund would gradually run into a substantial 
deficit beginning with 1954. It was said then that the ' 
annual rate of deficit would be £420 million by 1978. 
This massive subsidization of the elderly by the 
working: population will continue under the new 
scale of contributions and benefits. Тће 1954 report 
of the Ministry estimates that by 1980 the total 
expenditure will have increased to £1,093 million 
while income will remain steady at no more than 
£675 million. This will leave a deficit of £418 million. 
The total cost of the improvements in benefits in the 
first full year will be £y million compared with an 
increase in annual contribution of 278 million. 
Gradually, however, increased expenditure will 
outstrip higher income and the burden on the 
working section of the population will thus increase 
slightly more rapidly under the new scale of benefits 
and contributions than under the old one. 


Eventful Year for British Transport 


Last year a minor revolution was announced by the 
British ‘Transport Commission with the publication 
of its fifteen-year programme of railway modern- 
ization which involves the expenditure of £1,240 
million, At long last, after having had to spend a 
decade in a position of low priority, the railway 
system was granted a major and immediate slice of 
the available resources of the nation for capital 
development. An overdue, but sentimentally memor- 
able, consequence of this plan is the setting of a 
time limit to the life of the steam locomotive on the 
railways in favour of diesel and diesel-electric engines. 

Last year was memorable, as far as the Commission 
were concerned, for other reasons. It had to face the 
reorganization of the railways demanded by the 
Transport Act, 1953, the partial break-up of the 
British Road Services and continuous wage negotia- 
tions which have, of course, continued in an even 
more troubled form into 1955. Although the Com- 
mission show a working fas on the year of £45 
million, this compared with £59 million in 1953 and 
after allowing interest and other scale charges there 
was a net deficit of {11-9 million. The results 
are not unexpected and it is becoming increasingly 
clear that the long-term prospects of the railways, 
which are the main activity df the Commission, are 
tied up with improved cqmpetitive power once the 
modernization programme is completed, improved 
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use of man-power resources and the closure of un- 
economic lines. 


First English Book-keeping Text 


Specimen pages of a book published in 1547, believed 
to be the earliest work in English on book-keeping, 
will be exhibited shortly in the Institute’s Library at 
Moorgate Place. The book, discovered recently in 
Moscow, is a translation of a Dutch work by 
Jehan Ympyn Christofells published in 1543 which 
was itself a translation of a book in Italian by 
Giovanni di Bian 





| 
| Articled Clerks’ Insurance Contributions 


SIR, ~ It has come to our notice that persons gain- 
fully employed as articled clerks, and whose re- 
muneration does not exceed 60s per week, need not 
bear the full employee's contributions to National 
Insurance of 6s gd a week, this amount being reduced 
to 4s 1d per week, as from June 6th, 1955. 

We feel that many articled clerks, whose rate of 
pay is under бог per week, are not aware of this relief. 
| It should also be pointed out that the total stamp 
remains at 128 9d a week, the employers bearing the 


balance. Yours faithfully, 
B. Kersey. В. ADLER. 
| V.SwrrH. | D. BAKER. 
London, Wr. Т. WEBBER. J. HEWENS. 


[A note on ‘this matter appears under ‘Notes and 
Notices’ on another page. – Editor.] 


| A Letter from King Henry У 

Sir, – I happened to look in recently at the ‘Story of 
Monmouth Exhibition, 1955 are for a week) at the 
Rolls Hall, Monmouth, one of the efforts of various 
small towns up and down the country sponsored by 
the local society and the borough or urban or rural 
council, where everybody pulls together for the good 
of the town and cause. 

; One of the exhibits which may interest your readers 
was a letter from Henry V, reproduced below, which 
was translated by a member of the Monmouth and 
District Field Club and Antiquarian Society. 


Yours faithfully, 
Newport, Mon. C GORDON JOLLIFFE. 


| Concerning the claim of the Mayor & Commonalty 
| of Monmouth to customary allowances for robes and 
meals for the Mayor and Town officers. 


j for the Mayor and Commonalty 
| of Our T'own of Monemuth. 
HENRY, &C., to Our AUDITOR of Our Duchy of 
Lancaster in the parts ef Wales, Greeting. 

Because Our tenants, the Mayor and Commonalty of 
Our Town of Monemuth, have heretofore always 
held the Hundred of the same town once a week, and 
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The book was found in 1893 in Reval, Estonia, 
but was lost in 1917 after its removal to Nijni 
Novgorod. Some ten years ago Mr R. R. Coomber, 
F.C.A., F.S.A.A., attempted to trace it but his efforts 
proved unsuccessful. However, he renewed his 
inquiries last year through the British Embassy in 
Moscow and recently received, by courtesy of the 
Soviet Library, a microfilm of the book which has 
been placed in the British Museum. 

The first known book on the subject by an English 
author, James Peele, was published in 1553 six 
years after this work. 


Й CORRESPONDENCE 


. Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


have been collectors of the toll of the said town, and 
of other rents, fines, and amercements and other 
casualties arising from the said town, to do which 
they were accustomed to have allowed, and claim to 
have, of the issues and profits of the said town, every 
Monday twelve pence and every Saturday twelve 
pence, for the meals of the said officers, and for two 
robes for the said Mayor, to the Bailiffs and his 
Clerk, twenty and six shillings and eight pence and 
for two robes for two Serjeants or two Under- 
Bailiffs twenty shillings, which sums they say Our 
AUDITOR there will not allow them, whereof they 
pray us for a remedy. WE, willing to give ease and 
to do favour unto Our said tenants, Command you 
that you cause the same sums to be respited unto 
them until Our arrival in England from abroad, 
without molesting them or grieving them therefore 
in the meantime. And these, &c. Given, &C., the 
first day of June in the ninth year. 


Preference Shareholders' Dividend 6 per 
cent less Тах 


Sir, - Will any of your readers throw light on this 
problem? 

А company issues '6 per cent preference shares less 
or subject to tax’. The company, by reason of accumu- 
lated depreciation and carry-forward of losses, has 
not been assessed, as it had no taxable income. The 
shareholders are wanting the company to pay the full 
dividend of 6 per cent without tax. The company 
argues that '6 per cent less tax' is a measure, not an 
agreement, to deduct tax only if the company has to 
pay tax. А company always pays tax on its own 
account- not on behalf of any shareholder. That 
being the law, the phrase '6 per cent less tax' cannot 
imply an undertaking on the part of the company to 
refund the portion of dividend reduced by tax. 
Ashton Gas Co's case is quoted in support of the view 
that if the company stipulates to pay ‘6 per cent less 
tax', to pay the shareholder dividend without deduct- 
ing tax would be tantamount to paying the share- 
holder more than the company contracted to pay. 

Any case law on the subject will be greatly 
ежа Yours faithfully, 

ARCADIA. 
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FINANCE AND COMMERCE 


The stock-markets are divided between discounting 
long-term inflationary trends and reflecting the 
immediate short-term problems of the effect of the 
dock and rail strikes. Тће turn of the half-year has 
released some funds for the gilt-edged market, 
however, and the tone is reasonably firm. 


а Primitiva Heldings 


Mr W. M. Codrington, the chairman of Primitiva 
Holdings Ltd, expresses himself rather more forcibly 
this year on the continued delay of the Argentine 
Government in fixing the compensation for the 
expropriation in 1945 and 1948 of the company’s two 
Buenos Aires gas supply subsidiaries. 

Ten years’ delay in paying for a first-class gas 
concern compulsorily acquired; repeated assurance 
of early and friendly consideration unrealized; a 
reduced compromise offer unanswered after six 
months’ study – these are not the foundations, ће 
says, on which confidence, so valuable in trade and 
economic relations, can be built. Far from it, he adds. 
They sow the seeds of distrust in the minds of traders 
and investors. 

Mr Codrington assures shareholders that the com- 
pany has tried insistently and unsuccessfully to reach 
an inclusive settlement with the Argentine Govern- 
ment even at the cost of a partial sacrifice of its 
legitimate rights. 

Meantime, the company’s balance sheet, which we 
reprint this week, must be viewed with the un- 
certainty that surrounds the value to be placed on the 
expropriated assets representing the greater part of 
the investments of the holding company in sub- 
sidiaries. There are no consolidated accounts but 
they would hardly help much. The board state that 
consolidation based on the last book value of the 


expropriated assets would be misleading unless 
annotated to an extent whereby they could be of no 
real value to members. 


Gleam of Hope 


oniy one little gleam of hope is to be seen in Mr 

Codrington’s statement that the Argentine Secretary 
of State for Economic Affairs gave a formal promise 
to the president of the company's local board in 
Buenos Aires in May that a decision would ahortly 
be taken. But after the Government's past delays, 
shareholders will probably feel that the time for such * 
prornises is past. 

What they need is no more than the Argentine 
Government says they ought to have – at least in its: 
Ministry of Foreign Affairs propaganda. It was only 
the year before last that the Ministry, in a booklet on 
investment in Argentina, was assuring the world that 
under Argentine constitutional provisions, any 
expropriation must have a legal basis and must be 
fpreviously compensated in a fair and equitable 
manner’. 

It all looks so fine in the words of the propagandists. 
We have the assurance that the Argentine Republic 
has a ‘lofty tradition as regards the strict compliance 
with its commitments towards all investors’, that the 
investor ‘can always rely on that tradition’, etc. 

No wonder Mr Codrington is more outspoken this 
year in the face of such beautiful outpourings of good 
Intention – and no action. 


Double Taxation Relief 
A new method of showing double taxation relief, 
used by the English and Caledonian Investment 
Co Ltd this year, follows a practice now adopted by 
many investment trusts. Previous practice was to show 


PRIMITIVA HOLDINGS LIMITED 
Profit and Loss Account for the year ended December 31st, 1954 











1953 1954 
£ Осе Expenses, Salaries, General Expenses, Station» Ё 
[475 ary 1,417 
Income Tax deducted from Interes: less Income 
3,322 Tax Recoverable .. va E, 
1,450 Profits Tax .. at » 1,422 
—— 4,686 
2,512 Balance carried down 2,557 
£8,859 £8,660 
£ £ 
Dividend on 6 per cent Redeemable Cumulative 
6, Preforence Stock less Income Tax, for the year to date 5,842 
£6,064 £5,842 
ment Pursuant to 
Section 196 (1): The a 
313, 1954, were 691, Including £2,475 as Executives. 


1953 1954 
е те ји m Subsidi Compa a £ 
rom 19агу es — 
8,740 From other Investmen 8,524 
Less Paid to Subsidiary Compantes 
— 8,512 
8,760 
99 Sundry Income và oe 54 vie ite ex 148 
£8,859 £8,660 
£ Е £ 
2,5012 Balance brought down .. ; 2,557 
3,452 Transfer from General Reserve. 3,285 
Note. - No provision has been made for the company's 
ва hie! amountin nk e £3,723 of the aggregate not 
osses for the year of che Subsidiary Companies. 
£6,064 


£5,842 
oa a аьаа талли асаа 


Stata tha Companies Act, 1948 
gate emoluments of the Directors of Primitiva Holdings L Led from Subsidiary eens for the year ended December 


W. M. CODRINGTON 
M. DENNE Y Diroctors, 
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ollowing the striking of the balance of net revenue. 
This year, double taxation relief has been grossed 
hp and shown as part of the income in the revenue 
account, As the charge for income tax has been 
rrespondingly increased, the net position is not 
ected. Thus, the credit side of the revenue account 
or the year to March 1955 reads down: Dividends 
d interest (gross), £130,625; Dividend from sub- 
hidiary company oS £1,262; Double taxation 


ја relief in the second section of the revenue account 
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No credit has been taken in the accounts for any 
relief receivable in respect of the year to March 31st 
last as the rates for double taxation relief for that year 


‘have not yet been determined. 


Money Market 
There was little change in Treasury Bill conditions 
on July rst. Applications totalled 2383,780,000 and 
the market's maintained bid of £99 os 2d achieved a 
67 per cent allotment. The average rate was virtually 

















relief (gross) received in respect of previous years, unchanged at £3 19s 4:87d per cent. This week's 
£4,640, etc. offer is £280 million. 
i е" 
! PRIMITIVA HOLDINGS LIMITED 
Balance Sheet as at December 31st, 1954 
Rc = 
1953 Capital 1954 1953 1954 
£ £ £ £ Subsidiary Companies £ £ 
Ordinary Stock .. m .. .. Investments: 
| 361,200 Shares of £l oach .. .. 361,200 2,413,990 At cost .. "Р m ** 5 2,414,124 
| 6 per cent Redeemable Cumulative 1,000 Loan Account — .. ais ia МЕ 1,000 
reference Stock redeemable by ——á 
Sinking Fund at or under 105 per 2,414,990 2,415,124 
cent In or before 1978 or previously 
at 110 per cent should the Compan s 
exerche itx option in respect of all Current Assets А x 
tho Stock then outstanding .. 250,006 British Government Securities and other 
—— Investments quoted In London at or 
£3,000,000 355,390 under cost Value £344,389) .. 345,365 
1,569 Sundry Debtors .. ES e. * 1,487 
Issued and Fully Paid £ 6,832 Cash at Bank and in hand x i ttl 
2,388,666 Ordinary Stock .. is " .. 2,388,800 — 354,963 
6 per cent Redeemable Cumula- £ 
tive Preference Stock .. 250, 
Less Redeemed to date .. 72,980 
183,520 ——— 177,020 
— 2,565,820 
(Noto. = Of ths above sued Capital the 
foli owing amounts are held by Subsidia “ 
Companles ~ £50 Ordinary Stock, £42, 
6: por cont Redeemable Cumulative 
Preference Stock.) 
ital Reserves 
23,632 hare Premiums .. EE 2x . 23,6632 
ера Redemption Reserve: E: 
t December 3Íst, 1953 .. 66,474 5 
Transferred from General Res- 
erve .. sat ws .. 5,530 
72, 
Add Net Discount on Stock 
Redeemed... ve .. 976 
66,480 $ — 72,980 
Profics on Sales of Investments: 
70701 At December 3iat, 1953 e .. 70,701 di 
d —— [67,313 
Revenue Resa rve Я 
ene eserve: 
At December 31st, 1953 1... 41706 HE DENNE NINGTON V Directors, 
Less Transfer to Capital Ке £ 
demption Reserve. . dy 30 
Transfer to Profit and Loss s 
Account .. vs .. 3,285 
— 8,815 
41,706 pat 
2,774,705 766,024 
Current Liabilities pio: 
27 Subsidiary Company - Current Account 62 " 
3l Unclaimed Dividen s 25 3! 
3,028 Dividend on Preference Stock... "m 2,221 
990 Other Creditors .. m oe E К 
— 4,063 2 
£278,781 £2,770,097 — £2,778,81 £2,770,087 «m 

















` Report of the Auditors to tha Members of Primitiva Holdings Limited 


We have audited the above Balance Sheet and annexed Profit and Loss Account and have obtained all the Information and explanations which, to 
the best of our knowledge and belief, were necessary for that purpose. So far as appears from our examination, proper books of eccount have been kept 


by the Company. 
ini Subject to the value of the Investments In Subsidia 
the Information required by 


H Ironmonger Lane, Lond: ECS, 
April 25th, 1985 


Cornpanies, In our opinion and according to the fanart d Ва! Sh 

t and Loss Account, with tha note сћегеоп, which are In agreement ag the books of sun "Y function wich the DÀ ны 
tffstCompanles Асс, 1948, in tha prescribed manner and 
state of the Company's affairs as at December 31st, 1954, and in the case of the Pro 


сла іл coniunction with the Directors’ Repare 
ve a true and fair view in the case of the Balance Sheet of the 
and Loss Account of the profit for the year to that date, 


PEAT, MARWICK, MITCHELL & CO, 
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THE SCOTTISH SUMMER SCHOOL 
ANOTHER SUCCESSFUL OCCASION 


Like each of its predecessors, the third summer school 
of The Institute of Chartered Accountants of Scotland, 
held at St Andrews from June 24th to 29th, was a 
distinct success. Papers on a number of subjects of 
immediate interest to the profession were given and 
the level of these and of the discussion and criticism 
which they invoked was consistently high. 

The school assembled on the Friday afternoon and, 
after dinner that evening, got off to a quick start with а 
most stimulating address by Mr J. A. R. Falconer, 
B.A., C.A., on ‘The theory and practice of investment’. 
He demonstrated with the aid of a large coloured 
graph that the decline in the purchasing power of 
money was not a phenomenon of our times but had 
been a characteristic of our financial history ever since 
the Napoleonic wars. His advice on how to invest 
against inflation — ind a growth stock in a growth 
country with a stable Government – was modified by 
so many qualifications that some of his listeners 
would have been happy to reflect that their capital 
was in the form of National Savings Certificates had 
not Mr Falconer destroyed even that crumb of comfort 
by remarking that a fifteen shillings certificate bought 
in 1945 with ten years’ interest added was worth, 
in terms of real value, almost exactly the same as when 
it was purchased. 


Office Management 


The two speakers at Saturday's sessions were Mr 
Robert Crawford, C.A., F.C.W.A., and Mr К. Т. M. 
McPhail, M.B.E., C.A., who reviewed the organization 
of а professional practice - Mr Crawford from the 
viewpoint of the small office and Mr McPhail from 
that of a large organization. Mr Crawford dealt with 
his subject under four main headings — office hours 
and holidays; allocation of duties; records, filing and 
office machinery; and accounting and costing. Не 
outlined, in some detail, a system for time recording 
and cost determination. This met with some criticism 
during the group discussions on account of its apparent 
elaborateness but, at the evening plenary session, 
Mr Crawford stoutly defended his plan as being 
both cheap to operate and essential to internal economy. 

‘Mr McPhail's paper on the organization of a large 
professional office was divided into two parts- the 
operational aspect and the administrative aspect. Не 
stressed at the outset the need for constant consultation 
between paxtners and then went on to consider the 
division of duties among partners and staff, arrange- 
ments for adequate staff control, working papers and 
files, new work, client relations, branch offices and 
working capital. He reviewed the essential features of 
office administration and emphasized the desirability 
of establishing esprit de corps throughout the organ- 
ization. 

Sunday was a dies non as regards study until the 
evening when, after dinner, Mr John Ryan, C.B.E., 
M.C., M.A., B.8C., addressed the school on “The account- 
ant in practice and industry - his faults and his 
failings’. Mr Ryan, who is an eminent industrialist, 
set out deliberately to be provocative and his warning 


that unless the profession geared itself to the tempo 
of top-level management it might find itself superseded 
by engineers and scientists and a handful of electronic 
computers was hotly challenged at question time by 
several speakers who felt that Mr Ryan did not 
appreciate what exactly the accountancy profession 
stood for. Mr Ryan was good-humouredly unrepentant 
and ably upheld his viewpoint till the end. 

‘The honours of Monday were shared by Mr. David 
Flint, T.D., M.A., B.L., C.A, and Mr William Lundie, 
C.A., F.F.A., who spoke on 'Profit-sharing and pension 
schemes’. Mr Flint analysed so brilliantly and so 
exhaustively the conception of profit-sharing and the 
implications it involved that it was suggested by one 
speaker afterwards that all members of Parliament and 
leading industrialists should be made to read his 
paper. Mr Lundie suggested that, despite the emphasis 
placed during Saturday's discussion on the use of 
office machines and Mr Ryan's predilection for digital 
computers, ће at times would gladly exchange all 
mechanical aids to actuarial prognostication for a 
crystal ball. This confession was not taken too seriously 
by members of the school who listened with consider- 
able interest to Mr Lundie's most lucid exposition. 
He concluded with a plea for closer collaboration 
between actuaries and accountants on problems 
common to both. 


Ethical Considerations 


On 'Tuesday—the last day of the school—a panel 
comprising Mr R. L. Bell, c.a., Dr D. J. Bogie, T.D., 
B.COM., PH.D., C.A, Mr R. P. Burnet, c.a., and Mr 
К. T. Young, C.A., undertook to answer a variety of 
questions on finance, taxation and estate duty. It was 
emphasized beforehand that because the quantum of 
advice which may be given to clients on how, in the 
chairman's circumspect phrase, 'to reduce their 
taxation liability must depend to some extent on 
ethical considerations, the proceedings of this session 
must be regarded as ‘off the record’ as no member of 
the panel wished to be quoted as arbiter on these 
rnatters, It may be said safely, however, that the 
panel’s approach, jointly and severally, to the most 
delicate of the wide range of questions submitted to 
them was, by the highest professional standards, 
above suspicion, It is perhaps significant that the bulk 
of the questions put to it concerned estate duty 
problems. 

Each summer school must stand or fall by the 
quality of the papers contributed and, by this criterion, 
the year 1955 should long be remembered by those 
who were present at St Andrews. The creature 
comforts provided for members were as before, with 
the notable addition of a bar in the common room. 
'This innovation may have been partly responsible for 
the uproarious success of the impromptu concert on 
the final night. It may also have aided the composition 
of the three excellent ballads recording the events of 
the week-end which were produced and rendered, 
con brio, to an appreciative audience full of wine and 
wisdom and more than ready for a little nonsense. 
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Tax Allowances: School Fees 


Major Hicks BEACH asked the Chancellor of the 
Exchequer whether he will consider setting up an 
inquiry to investigate the possibility of giving tax 
relief to persons who are educating their children 
without financial aid from the State. 

Mr H. Вкооке: No. The Royal Commission on the 
Taxation of Profits and Income had representations 
on this matter, and my right hon. friend sees по 
reason to institute a further inquiry. 

Hansard, June 28th, 1955. Written Answers. Col. 11. 


Personal Incomes 


Mr OsBOoRNE asked the Chancellor of the Exchequer 
bow many people have an income of over £2,000 per 
annum after paying income tax and surtax; their 
combined annual net income above that figure; and 
how much per person per week this amount repre- 
sents when spread over the remaining 23,852,000 
tétal working population. 

Mr Н. Brooxz: It is provisionally estimated that 
in 1955-56 about 155,000 people will have net 
incomes of £2,000 or more after deduction of income 
tax and surtax, and that their aggregate net incomes 
іп excess of £2,000 will be about {110 million. This 
amount, if spread over the remainder of the total 
working population, is equivalent to about rs gd 
per head per week. 

Hansard, June 30th, 1955. Oral Answers. Col. 477. 


Taxation of Profits and Income: 
Royal Commission’s Recommendations 


Mr Носснтом asked the Chancellor of the Exchequer 
whether he will introduce separate legislation, apart 
from the usual Finance Bill procedure, to give effect 
тој the recommendations of the Royal Commission 
on the Taxation of Profits and Income on administra- 
tion and evasion, and other matters having no direct 
effect upon the charge made upon the taxpayer. 
Mr Н. Brooke; My right hon. friend has taken 
note of the hon. Member's suggestion. 

Hansard, June 30th, 1955. Oral Answers. Col. 477. 





Income Tax Assessments: Schedule A 


Mr Носснтом asked the Chancellor of the Exchequer 
to what extent higher gross annual values for rating 
purposes will result in higher gross assessments for 
income tax, Schedule A; and if he will make a state- 
ment on this matter. i 

Mr H. Вкооке: The new rating valuation will not 
automatically result in a revision of assessments for 
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income tax, Schedule A. No such revision could be 
made without fresh legislation. The Royal Commis- 
sion on the Taxation of Profits and Income made 
certain recommendations in its final report, but my 
right hon. friend has not yet completed his con- 
sideration of the matter. 

Hansard, June 30th, 1955. Oral Answers. Col. 478. 


Profit-sharing Schemes: Inland Revenue 
Advice 


Mr С. DARLING asked the Chancellor of the Ex- 
chequer what assistance the Inland Revenue is pre- 
pared to offer to firms which introduce profit-sharing 
schemes; and what conditions will be laid down for 
firms to qualify for such assistance. 

Mr Н. Ввооке: The department is prepared to 
advise on the taxation consequences of the firm’s 
proposals, and the advice is available to any firm that 
wishes to bring in a scheme to help its workers. 

Hansard, June 30th, 1955. Oral Answers. Col. 478. 


Employees: Shareholdings 


Mr OsBoRNE asked the Chancellor of the Exchequer 
if he will consider amending the Finance Act so that 
bonus shares given to work-people are free of income 
tax in the same way as they are to shareholders, and 
so encourage schemes to make workers into share- 
holders. 

Mr Hott asked the Chancellor of the Exchequer 
if he will introduce legislation which will permit 
employees to buy shares in their employer’s firm 
below the current market price without their being 
liable to a tax assessment for the difference between 
the market price and the purchase price. 

Mr Н. Вкооке: It would, I think, be unfair to 
single out for preferential treatment benefits of this 
kind from other forms of incentive payment, such as 
cash bonuses. Indeed, such a concession might dis- 
courage other valuable profit-sharing, co-partnership 
or incentive schemes. 

' Mr Озвовме: But is not my right hon. friend aware 
that, if bonuses are given to employees, they have to 
pay income tax on them? If we are really to make our 
workers shareholders in our concerns, that hindrance 
ought to be taken away. Will my right hon. friend 
try to do something about it? 

Mr Bnookz: I have pointed out in my answer the 
difficulty that my hon. friend's suggestion would 
raise in distinguishing these from other forms of 
incentive payments. | 

Hansard, June 30th, 1955. Oral Answers. Col. 479. 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OR WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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NOTES AND NOTICES 


Personal 
Messrs Farrow, ВЕВЅЕҮ, Gam, Vincent & Co, 
Chartered Accountants, of 53 New Broad Street, 
· London, ЕС2, announce with regret that Mr J. У. 
VINCENT, F.C.A., retired from the partnership on 
June 3oth, 1955. 

Messrs Jonn GonpoN, Harrison, TAYLOR & Co, 
Chartered Accountants, of 7 Bond Place, Leeds, 1, 
announce that Mr MicHAEL GROVE CRAWFORD, M.A., 
A.C.A., was admitted as a partner on July rst, 1955. 

Messrs J. Dix Lewis, Cassar, Duncan & Co, 
Chartered Accountants, of 112-114 Cannon Street, 
London, EC4, announce that Mr Roy оттп, 
F.C.A., who has been a partner for many years, has 
retired as from Tune 30th, 1955. The practice will be 
continued by the remaining partners under the same 
name. 

Messrs Levy, LAWRENCE & Co, Chartered Account- 
ants, announce that as from Monda July ту, 
they are removing their offices from Sylvie House, 
273 Whitechapel Road, London, Ел, to go-91 High 
Holborn, London, WC1, where the resident partners 
will be Mr 8. Levy, r.c.4., and Mr L. MARES, A.C.A. 

Messrs McDavip & TuHornton, Chartered Ac- 
countants, of 21 Joy Street, Barnstaple; 21 High 
Street, Bideford; 9 South Street, Torrington; and 
2 Market Square, Ilfracombe, announce that as from 
June rst, 1955, they have been joined in partnership 
by Mr M. К. CHARLESWORTH, A.C.A, and Mr W. 
GLYNNE WESTON, A.C.A., who have been members of 
their staff for several years. 'The name of the firn 
will remain unchanged. 

Messrs Hare, KELLY, Упаром & Co, Arome 
ants, of 12 and 14 Jury Street, Warwick, announce 
that, ав from July 1st, 1955, Mr Ковевт Kerra HARE 
has retired from the partnership. Mr Тномаѕ 
DoNALD KELLY, A.C.A, and Mr RICHARD ALBERT 
WILSDON, A.C.A., will continue to practise from this 
date under the style of Келу, WirspoN & Co, 
Chartered Accountants, at the same address: 

Messrs Stoy, Hayward & Co, Chartered Account- 
ants, of 22 Upper Grosvenor Street, Wx, and 5 
Giltspur Street, ЕС, announce that Mr R. J. 
HAYWARD, F.C.A., and Mr C. Н. BARCLAY, F.C.A., 
retired from the partnership as from July tst, 1955. 
'They will, however, be available in a consultative 
capacity. The practice will be continued by the 
remaining partners, Messrs К. A. JONES, A.C.A., 
C. Matias, F.c.a., and E. L. LANGTON, A.C.A., under 
the same style and at the same addresses as heretofore. 

MR J. S. SHAH, B.COM., Е.8.А.А., formerly prac- 
tising in partnership with Mr CHARLES McCormick, 
А.С.А., under the style of McCormick & Suan, at 
Bank " Chambers, 280 Euston Road, London, NW1, 
announces that as from July ist, 1955, Go, at is practis- 
ing under the new style of SHAH & at the Same 
address. : 


Mr Georce Е. Sipaway, B.COM., A.C.A., practising 
under the style of F. E. Sipaway, Son & Co, Char- 
tered Accountants, at Blackheath and Halesowen, 


` Birmingham, announces that he has taken into part- 


nership Mr Warrer L. Danks, A.C.A., аз from July 
1st, 1955. The style of the firm remains unchanged. 

Messrs Baker & Co, of Leicester, Northampton 
and Rushden, announce that Mr B. A. SCHANSCHIEFF, 
Е.С.А., has joined them in partnership as from 
July. 1st, 1955. 

Messrs FLETCHER, FLETCHER & Layton, Chartered 
Accountants, of Crown Chambers, Salisbury, Wilts,” 
announce that their senior partner and founder of the 
firm, Mr WiLrRID FLETCHER, M.A., F.C.A., has retired 
from the firm after fifty-five years in practice. The 
practice will be continued by the remaining partners 
under the same style and at the same address. 

Messrs Евер HARGREAVES & Co, Certified Account- 
ants, of Bow Chambers, 55 Cross Street, Manchester, 
2, announce the admission of Mr SAMUEL А. 
FERGUSON, A.A.C.C.A., А.С.С.А,, as a partner as from 
July 1st, 1955. The name of the firm will remain 
unchanged. 


Professional Notes 


Mr Ian T. Morrow, C.A., F.c.w.a., deputy managing 
director of the Brush Electrical Engineering Co, has 
been elected a member of the Council of the Produc- 
tion Engineering Research Association. 

Мг B. Е. Pocock, A.C.A, has been appointed 
principal financial officer of British Transport 
Waterways. 

Mr V. Н. E. Evans, А.С.А., has been appointed 
chief accountant of the South Wales Electricity 
Board. 


National Insurance: Articled Clerks 


As noted in a letter to the Editor on another page, the 
National Insurance contributions of articled clerks 
of eighteen years of age and over, whose weekly rate 
of remuneration does not exceed бог, are at the re- 
duced tate of 4s та per week for men and 3s 4d for 
women. The total amount of the stamp is the same as 
for other employed persons, i.e. 128 gd for men and 
tos 5d for women, the employer paying the difference. 

The rates became effective when the general 
increases in the National Insurance and Industrial 
Injuries contributions were introduced on June 6th. 

The rates of contribution for articled clerks under 
eighteen years of age are the same as for other young 
persons, 1.е. 35 nd for boys and 3s 3d for girls. 

This information is given in National Insurance 
leaflet N.I.31 of June 1955 entitled Apprentices, 
which states that this term includes, among others, 
‘persons artieled to accountants’. We are authorized 
by the Ministry to say, héWever, that the 30s limit 
of weekly remuneration,as given in N.I.31, has now 
been raised to бог. 
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| Sheffield and District Society of Chartered 
Accountants 

The seventy-third annual report and accounts of the 
Sheffield and District Society of Chartered Account- 
are presented at the Society’s recent annual meeting, 





ves the membership at December 3186, 1954, a8 212; 
is is a small decrease on the previous year’s figure 
due to the resignation of members leaving the district. 
An interesting series of lecture and discussion 
meetings, arranged jointly with the Sheffield Society 
of Incorporated. Accountants, was held during the 
year, and the subjects were of interest to both mem- 
bers in practice and in industry. The annual dinner 
eld at The Grand Hotel, Sheffield, was attended by 
‘early 240 members and guests. 
‚ Officers of the. Society f for 1955-56 have been 
elected as follows: 
President: Mr С. A. Whittington Smith, LL.B., Е.С.А. 
Vice-President: Мт Bernard ‘Thomas, r.c.A. 
| Hon. Secretary: Mr М. Sheppard, a. СА, Imperial 
ambers, Norfolk Row, Sheffield, 1. 
| Hon. Treasurer: Mr Harry , F.C.A. 
Hon. Auditor: Mr Sydney Jones, F.C.A. 
M d members to the committee are 
Messrs Jarvis Barber, r.c.4., M. Н. Parkin, A.C.A., 
Davie Landin, А.С.А., A. G. Smeeton, Е.С.А., and 
J. S. Wortley, F.c.a. 


Incorporated Accountants’ Society of 
Manchester and District  . 

The sixth-ninth annual meeting of members of the 
corporated Accountants’ Society of Manchester and 
istrict, was held at Incorporated Accountants’ Hall, 
po Deansgate, Manchester, on June 17th. 

The annual report records the year-end member- 
ship as 1,133; of this figure, 570 were students. 

Six lecture meetings were held during the year, 
three of which were joint meetings with the Man- 





joint meeting with the Chartered Institute of Secre- 
ies. Social functions included the annual dinner 
and a dinner for newly-qualified members. 
A successful refresher course for students took 
place in Liverpool and a series of lecture meetings 
was held; but the students’ committee feels that 
student members are not taking as keen an interest 
in the district society as they should. 

Officers of the Society for the ensuing year were 
elected as follows: 

President: Mr Victor A. Bell, Е.В.А.А. 

Vice-President: Mr Frank О. Wilson, F.8.A.A. 

Hon. Treasurer: Mr Thomas Hodgson, F.8.A.A. 

Hon. Secretary: Mr C. Yates Lloyd, F.8.4.4., 2 Cooper 
Street, Manchester, 2. 


Assistant Hon. Secretary: Mr N. D. B. Robinson, м.в.в., 
ASAA. 


Industrial Co-partnership Conference 
At the twenty-fifth summer conference arranged by 
the Industrial Co-partnership, Association, which was 
held at Lady Margaret Pall Oxford, ‘from July rst 
to 3rd, Sir. H. Stanford Cooper, F.C.A., a director of 
the Ford Motor Co Ltd, addressed the ‘conference on 
*Co-partnership in the farming industry'. 
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'The Chartered Accountants! Students' Society 
of Kingston upon Hull 


The following have been élected officers of the Char- 
tered Accountants! Students' Society of Kingston 
upon Hull, for the ensuing year: 


President: Mr Н. С. Sergeant, A.C.A. 

Immediate Past President: Mr W. Н. Hall, A.C.A. 

Vice-Presidents: Меззга E. С. Chadwick, a.c.a., К. Н. 
Chapman, a.c.a., N. R. Cowling, А.С.А., J. "Palmer, ACA., 
N. S. Staveley, a.c.a., R. M. Strachan, A.C.A. 

Committee: Messrs G. H. Barker, I. H. Greig, T. B. 
Loxley, P. A. Robins, R. S. Scott. · 

Hon. Auditor: Mr J. B. Hargreave, A.C.A. 

Hon. Librarian: Mr E. С. Robertson. 

Hon. Treasurer: Mr D. L. Dukes. 


Hon. Secretary: Mr J. M. Youn „ clo Саг, Burkinshaw, 
& Ferguson, 2 Parliament Street, ton upon H 


Chartered Accountants’ Golfing Society 
The summer meeting of the Chartered Accountants’ 
Golfing Society was held at Addington Golf Club on 
Friday, June r7th. Thirty-eight members took out 
cards and the scores were as follows: 


joint Society of Chartered Accountants and one a . 


Марат. RoUND 

A. І. Todman .. 87—13==74. Won 1st prize (on 
last 9 holes) 
W. J. Kerr 92—18=74 Won and prize 
H. E. Harden 86—10=76 
N. W. Collett 87—11=76 
M. Stuart Smith до—10=80 
D. І. Thomas 93—13 =80 
Р. Мапа 92—12=80 
J. Corbishley go— 8=82 
D. V. Littlejohn 98 —16—82 
R. A. Daniel 92— 9=83 . 
M. T. W. Easby 84— 1=83 Won scratch prize 
H. A. Astbury 98—14=84 5 
D. С. Urry .. 96—12-84 
A. W. Coleman Hn pan ety, 
Н. С. J. Foulger . 100—14=8 
J. B. P. Williamson 95— 8=87 
T. C. H. Edwardson .. 103—15=88 
GREENSOMES — point scoring 

J. Corbishley and A. J. Barsham! s .. 33 points 
Т. Н. Noot and Н. С. Penniket? v ee 31. + 
H. W. Pitt and С. Steen $4730 + 
M. Stuart Smith and H. G. J. Foulger | 1s 30) yy 
W. G. Price and H. E. Harden S 28 ye 
M. T. W. Basby and J. B. P. Williamson .. 28 , 
D. C. Urry and H. A. Astbury у se ME oy 
D. L. Thomas and A. W. Coleman  .. .. 25 , 
N. W. Collett and R. A. Daniel и wi 09e ту 
L. R. Elcombe and J. B. Pittman s CAE 3; 
А. І. Тодтап and J. S. Lake x: .. 20 4, 
J. D. Green and D. V. Littlejobn te .. 20 yy 
A. L. Murison and J. Е. S. Rogers .. .. 20 p» 
P. H. Plews and C. A. Chapman v ee TF j 


Lorn Mayor’s Cup 
This competition, which can be played on any course 
en the same day as the Summer Meeting and for 
which the medal round played at Addington also 
counts, was won by A. I. Todman. 


1 Won rst prize. 
! Won and prize. 
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Nottingham Chartered Accountant 
Students' Society 
The annual general meeting of the Nottingham 
Chartered Accountant Students' Society was held on 
June 16th, when the following officers were elected 
for the year 1955—56: 
President: Mr K. А. Buxton, F.C.A. 

Vice-President: Mx C. E. Turton, F.c.a. 

Hon. Secretary: Mr M. G. Gisborne, c/o Messrs Hub- 
bart, Durose & Pain, 18 Park Row, o ESEN 

Hon. Treasurer: Mr J. Henshaw. 


Fellowships for British Students 
OPPORTUNITIES TO STUDY IN AUSTRALIA 


We ћауе learned with much pleasure of the founda- 
tion by the State of Victoria, Australia, of a number 
of fellowships which will be offered each year to 
* British students to enable them to study in Australia. 

This fine project will be financed by a fund — named 
the British Memorial Fund – which has been estab- 
lished in Victoria by the generosity of public sub- 
scription as a gesture of 'loyalty, gratitude and 
affection to the British people’. 

Four fellowships will be offered in 1955-56 and 
one which will be of special interest to accountants in 
Britain is in Retail Distribution Accounting and 
Administration tenable in the University of Mel- 
bourne; the others are for Poliomyelitis Research, 
Architecture, and Police Administration. 

The accounting fellowship is worth £1,000 
(Australian) and provides for ten months' study and 
research at Melbourne University; it also covers the 
cost of the sea voyage and traveling and living 
expenses during the period. The upper age limit for 
both men and women is 35 years, and, among other 
qualifications, applicants must be of British stock of at 
least ten years' residence in the United Kingdom. Ап 
announcement giving full details of the fellowship 
appears on another page of this issue. 


Annotated Tax Cases 


"Part 2 of Volume XXXIV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.C., is published today 
and contains reports, with notes on the judgments, of 
the following cases: Madras Electric Supply Corpora- 
tion Ltd v. Boarland (H.L.); The Butterley Co Ltd 
v. CLLR. (C.A); Southern Railway of Peru Lid v. 
Owen (С.А.); In re David Bell Ltd (C.S.); In re 
Wilktams-Wynn (C.A), CLR. v. Russell (C.S.). 
Pattullo's Trustees v. C.I.R. (С.5.); Gunn v. CLLR; 
(С.5.); McLuskey’s Trustees o. C.I.R. (C.S.). 

The annual subscription to the Annotated Tax Cases 
is 20: post free, the publishers being Gee & Co (Pub- 


T lishers) Ltd, 27-28 Basinghall Street, London, EC2. 
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Union of Chartered Accountant Students' 
Societies 

Members of students' societies are reminded that all 
students' societies welcome to their meetings members 
of other societies who are temporarily in their area. 

There is also an arrangement for transfer of 
membership without additional fee for members who 
permanently change their district. Such interchange 
should be carried out through the secretaries of the 
societies concerned. 

A list of towns where students’ societies hold 
meetings will be found on the cover of this issue of 
The Accountant. — 


SEVENTY-FIVE YEARS AGO . 
From Фђе Accountant or JULY отн, 1880 
A leading article entitled 
COMPULSORY BOOKKEEPING 
Although of course the most perfect system of books 
and checks will not serve as an absolute preventive 
against fraudulent trading, still such cases as that of 
Bultitude and Rummell tried a few days ago at the 
Central Criminal Court, point to the necessity of 
stringent provisions as to compulsory bookkeeping, 
and periodical statements, on the part of traders. 


‘mencing as oil and paint merchants with a capital of a 


couple of hundred pounds, these traders drew out 
about £5,000 in two years and a half, in the course of 
which period they had incurred liabilities to the extent 
of between eight and nine thousand pounds, with 
assets of a few hundreds, as a per contra. The jury 
declined to look upon these gentlemen as the victims 
of unfortunate fluctuations of the market: and these 
enterprising traders have been sent into retirement for 


six months. 


The point to be noted for our present purpose is 
that for the first half of the period Messrs. Bultitude 
and Rummell kept practically no books; and the in- 
vestigations of the trustee Bas been proportionately 
hampered. If there had been some stringent legal 
provision as to books and periodical statements 
binding upon traders, it is only reasonable to suppose 
that such materials would have afforded the means for 
bringing the career of these debtors to an earlier close, 
and would have saved the pockets of some of the un- 
fortunate creditors. This necessity is recognized by- 
the French Law, which enacts penalties for failure to 
keep books, and for irregular and untrue statements— 
and this be it observed without the necessity of proving 
fraud on the part of the trader. We in England might 
certainly make provisions, in this direction, if not 
quite to the same extent,—with advantage to the 
commercial community. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERAL 


| 83 PALL MALL, LONDON, SW1 
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“Adams, М. К. (George A. Touche & Co), London. 
*Adcock, J. ae eat, Marwick, Mitchell Co) Birmingham. 
. (Wylie & & Bisset), Glasgo 

Allan, W. C. МЕ in Bel Bell & Co), Glasgow. 
*Anderaen, D. A. P. (Chalmers, Wade & Co), London. 


(Ваш J. G- Wright Robb & Scobie), Glasgow. | 
Bain, N. d Gul Galloway Brown), Aberdeen. 
"Baird R. e David Strathie & Co), Glasgc 
Ване, A. L. (Howden & Moles rgh. 
*Bannerman, О. MacP. (Russ, Fi son & A pci) Glasgow. 
Barker, A. B. Hyslop, Lyle & cKinnon), Ayr. 
Beaton, D. А. (Graham, Smart & Annan), burgh. 
*Bi ; А. С. (Moores, Carson & Watson), London. 
rd, А. J. (John M. Geoghegan & Goh, отон 
Black, J. T. (Anderson & Menzies), Kirkcaldy. 
*Blackwood, ] . L. (John E. Watson & Cay Glasgow. 
*Blincow, R. $, (Jobn E. Watson & Co), Glasgow. 


ENS J. E avid Strathie & Co), lasgow. 

* Boyle, J. n & Craig), Edinburg A 

*Brash, F. res (азд, Кег ; Со), Glasg 

*Bremner, . 1. McH. (Wm, d Cook. & Co), Edinburgh. 


*Buchan, A. W. (Wilson, Stirling X posi Glasgow. 


*Cable, E (James Cram & Sona), Dundee. 
lark, Н. H. (F. A. Ritson & , Elgin. 
«Clare T. G. R. D. J. W. & R. Ormai Edinburgh. 


*Cobb, G. M. (Howden & Molleson), Edin "urgh. 
*Connoll ; T. (Crawford & Paxton), Dumbarton, 
*Craig, : (Finnie, Ross, Welch & Co), GEN. 
*Cresewell, A. (Nairn, Bowes & С А We 
Crombie, D. W. K. (J. W. Stewart PS Co), Glasgow. 
*Crum, Т. С. (Cooper Brothers & Co), Glasgow. 


*Davidson, А. RU Burns & paderan) Glasgow. 
*Donaldson, D. 6 (John Lauder & ЊИМА 
*Duncan, R. S. (Mackay, Irons & Со), Dun dee 





*Ferguson, R. (Paterson & Steel), Glasgow. 
*Fleming, T. B. (Chryatal, McIntyre & Co), Glasgow. 
“Forsyth, С. S. (Kerr, McLeod & Macfarlan), Glasgow. 


“Gibson, D. S. (Mann, Judd, Gordon & Co), Glasgow. 
*Gordon, А. J. ames Milne & Co), Aberdeen. 
*Gorman, M. Martin, Currie & Co), Edinburgh. 
*Goslan, n T. n (Girdwood, Allison & Logan), Glasg ow. 
Graham, С M Borron McLintock & Co), Glasgow. 
ерем Ј. H. ( & Johnston), Glasgow. 
*Grant, A. B. (Вага & McMurdo), СІ 
„Саве J. P. (J. R. Flockhart & Grant), 


*Hazlett, R. S. (J. С. Thomson & Co), Glasgow. 
“Houston, E. (Jas. Henry Reid & Son), Aberdeen, 


*Innes, W. (Rogerson & Goldie), Kilmarnock. 
*Jackson, С. D. (Moores, Carson & Watson), Glasgow. 
Ki set Ј JT. DW pe Ka r Co), Glasgow. 


Scott), cai 
*[ha, B. R. (А e Macy & 
*Johnstone, J. R. (Chiene & Tah | Edinburgh. 


*Kitchen, 5. 5. (Allan, оси & Со), London. 


erdeen, 


- *"Macmaster, T. К. (McLay, М 
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Results of Examinations held in May 1955 


| FINAL EXAMINATION 
| (Second Division) 


| Ава result of the examination held on May 16th, 17th, 18th, 19th and 20th, 1955, the 

undermentioned 115 candidates passed the Second Division of the Institute’s Final 

examination. Their names appear in alphabetical order and are followed by the 

names of the firms of the masters to whom they were indentured or assigned, an 

asterisk indicating a candidate who qualified for the Institute's Final examination 
certificate. 


*Leckie, 5. ine D..Greenhill & Co), Glasgow. 
*Lindsay, D. G. (W. A. дало Brodie & Tang) Edinburgh. 
*Logan, А. С. А. (MacLean, Brodie & Fo Glasgow. 
*Low, E. G. L (A. С. Murray & Co), Edinburgh. 

Low, P. B. (Girdwood, Allison & Logan), Glasgow. 


*McCallum, С. К. S. (Rolland & Pomphrey), Glasgow. 
*McCormick, W. R. (Peat, Marwick, Mitchell & Co), Glasgow. 
*McCready, У I. (Russ, Ferguson ё] MacLennan), Glasgow. 
*MacCrimmon, А. tO iliamson & Dunn), Aberdeen. 
*McFadzean, J. 5 radock Walker & ‘cFadzean), Glasgow. 
*McGowan, 'D. W. [seni & Steel), ici e 

*Macgregor, G. W. (A. W. Maclean Glasgow. 
*McKechie, J. (Gibson, Anderson & Co), Cae 
*MacKenzie, A. A. (Howden & Molleson), Edinburgh; 
*McLeish, Т. (Parlane McFarlane), Gl 

*McLeod, D. M, (Don & Stewart), Dundee. 

ter & McGibbon), Glasgow. 
*McRae, Т. W. (А. С. Murray & бо; Edinburgh. 

*Marshall, A. а V. (Moores, Carson & Watson), Glasgow. 


*Martin, H. S. У. Naismith MeMurdo), Glasgow. 
Miller, R. W. Moores, Carson & | СІ Glasgow, 
*Miller, T. E E. (McClelland, Ker & Co), G 


*Mitchell, А. 3. (Charles Burrows & Co), Edinburgh. 

*Monteith, nn (Neil, PR & Co), Glasgow. 

sMorriaon, { rere Pl eming & Murray), London. 
(Rattray Brothers, Alexander & Francs), 


«Murray, D "T. MacL. (William D. Anderson), Edinburgh. 


*Nicolson, С. В. (Jas. Henry Reid & Son), Aberdeen. 
*Niven, . (McLay, McAllister & McGibbon), Glasgow. 


*Paterson, С. J. (Е. A. Ritson & Со), E 

"Paterson, J. Мер. owden & Мао Edinburgh. 

*Peter, W. McG. (Henderson & Loggie), Dundee. 
Pringle, J. (Henderson & Loggie), Cupar. 


*Rennie, M, D. (Paterson & Benzie), Glasgow. 
Renton, P. С. (J. W. & R. N. Oswald), Edinburgh. 
*Robb, А. D. 5. (Thomson McLintock & Co), i 
*Robertson, R. (T. Hunter Thomson), Edinb oa 
*Rogerson, R. G. (Grahama, Rintoul, Hay, Bell & Co), Glasgow. 


roim monda B ` (Moores, Carson & Watson), Glasgow. 

*Sloan, D Нора & Baxter), Falkirk 

*Smith, D. A VM, s y, Jamieson & Haldane), Edinburgh. 
*Spillard, J.L NN -Bennett, Billingham & Co), Tondon: 

ia P. (Rattray Brothers, Alexander & France), 


*Strachan, T. R. (Norman J. Bird & Co), Dundee. 
*Strong, R. M. (Brown, Fleming & Muray); London. 
*Stuart, А, A. (Nairn, Bowes & Craig), Glasgow. 


*Taylor, D. D. (Eric С. Finlayson), Aberdeen. 

*Taylor, G. E. F. (С. 5. Denham & Co), London. 

*Taylor, M. W. (Graham, Smart & Annan), Edinburgh. 

*Taylor, R. O. ood, Willey & Co), London. 

yes lor, V. E а ЈА. Ritson & ), Aberdeen. 
hbmson, G. B. (Nelson, Gilmour, Scott & Co), Glasgow. 


ofan KEM, G. (J. W. & R. N. Oswald), Edinburgh. 
*Turnbull, A. A. (Anderson & Menzies), Kirkcaldy. 
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SS anon, K. » . Hunter Thomson), Edinb: 
woczny, I , А. ur ton & Crawford OR burgh. 
ower, W W. S. R. (Carter, Greig & Co), Edin argh. 


July 9th, 1955 


тоте с ichardson & Lawson), Glasgow: 
Мел . (George Anderson), Ab 
art, J. L. (A. & J. Robertson), Edinburgh. 


INTERMEDIATE EXAMINATION 
(Second Division) 
As a result of the examination held on May 19th and 20th, 1955, the undermentioned 
100 candidates passed the Second Division of the Institute’s Intermediate examina- 
tion; their names appear in alphabetical order and are followed by the names of the 
firms of the masters to whom they were indentured or assigned. 


Aikman, T. S. . 8. тан & x Paterson), EE 

А uss; ; OW. 
Angles, EN W. i у ап а Мас Perth. 

Angus, ian Brown & ray), Edinburgh. 
Baillie, М. ако. Н. Kenn ; 

Barbour, R RM Mali 


(Peat, Marvrick, Mitthell & € & Ге Co), Glasgow. 
Bethune, W. I. M. dm Robertson), Edinb urgh. 
d, Ker & Co), G 
Borgartz, R. (Thomson McLintock & Co), Landon: 
Bougie d J. I. T (Miller, McIntyre & Gellatly , Dundee. 
J. (Wilson, String Ч 

Broce I; ug. WW. Juve 09 

tevenson & Cay’ obse. 


Cameron, J. (Davidson, Downie & М Glasgow. 
Campbell, A. W. (8. Easton Simmers & Со), CANTOS 
Chapman, M. N. (Norman McIntyre & Co), G 
Chisholm, G. R. (W. A. Wighton & Сиа, 
Clark, D. J. (Moores, Carson & oes lasgow. 
Clark, J. А. ALT. Niven & Co), Edin 

Cochrane, inburgh. 


inburgh. 


(Martin, Currie & 2, 
Cole, D. (8. А pee Simmers & Со), G wW, 
Copestick, H. Mackay, Irons & Co), Dundee, 
Cea №. ardie,. McFarlane, Carstaira & Mann), 


Glasgow. 
Cumming, E (D. M. McNaught & Co), Glasgow. 


Darroch, F. E. (Harold Sinclair & PD. Glasgow. 
Davidson, І. B. (Reid & Mair), С 

Deans, W. D. (Fleming & Wilson), 

Dunham, В. McC. (McClelland, Ker & y London. 
Duvoisin, J. F. de /. (Adam Ker & Sangster), Glasgow. 


Edmond, J. M. (W. R. McDonald & Gordon), Edinburgh. 
Engerran, K. L. (Smallfield, Rawlins & Co), London. 


He ,]. A. Poo & Paterson), Edinburg! 
y, D. P. Gay , Jamieson & араг. Edinburgh. 
Feb, J. E. (Wylie & Bisset), Glasgow. 
Prom jJ. M. (Peat, Marwick, Mitchell & Co), Newcastle upon 
yne. 


treni G. Сен T; -ginio Èi Scott), SW ien 
raham rown, Fleming шта asgow. 
Grahamslaw, G. (Charles Burrows & Co), Edinburgh 

Grant, C. (Melntyre & Rae), Dundee. 


Gray] J. de Fleming & Wilson), Glasgow. 
Gray, J. S Е ohn Lauder & Со), С W. 
Guthrie, P. M. (John E. Watson & Co » Glasgow. 
Haines, M. G. M. omson McLintock & Co), L London. 
Henderson, J. G. (Wm. Home Cook i & Co), Edinburgh. 


Hider, F. "d (Bryson & Craig), Edin! 

Howat, H. S. (Davidson, Downis & me 
Hutcheson, G. R. n & Stewart), Dundee, 
Hutchison, К. К. (Davidson & Workman), Glasgow. 


Irvine, W. L. O. К. Flockhart & Grant), Aberdeen, 


| ohnston, Miss 


- Pratt, D. J. 
` Pretzel, M. 


essiman, A. XI. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
] ios B. (Russ, Ferguson Can, Glasgow. 


Wyllie Guild & Ballantine), 
(McClelland, Ker & 


Lee, W. G. (Peat, Marwick, Mitchell & Co), Glasgow. 5 
Levine, G. I. (Howie, Selkirk & ст "lasgow. 
Lynch, J. (Peacock & Henry), G: E 


MacAskill, D. (Armitage & Norton), Huddersfield. 

McBain, R. M. (Mackay, Irons & Co), Dundee. 

McFarlane, R. G. (Miller, Me & Gellatly), Perth. 
McKenzie, С. (John Lauder & Co), С me 

McKenzie, Н. А. N. (Scott & Paterson), 

McLachlan, Miss E. A. nee Hutton & ebd), Glasgow. 
Macmillan, I. M. (McClelland, Ker & Co), Glasgow. 
McMillan, Р. С. (Fraser, Lawson & Laing), Glasgow. 
McNeil, R. M. (Scott & "Paterson), Edinburgh. 

McPherson, D. (Reid & Mair), Glasgow. 

McPhie, A. (Allan & Clapperton), Greenock, 

Mair, D. W. W Uas. H eid & Son), Aberdean. 

Marahall, Miss W.G (Jas. Henry Reid & Son), Aberdeen. 
Mather, A. R (A. bd 7. Robertson), Edinburgh. 

Mathewson, С. А. (Paterson & Benzie), Glasgow. 


O'Brien, P. D. (Stevenson & Kyles), Glasgow. 


. & R. Morison & Co), Perth. 
. E. Die Prestel), Edinburgh. 


Rawlinson, G. H. R. as Henderson & Co), Edinburgh. 
Roberton, J. D. g. соно & Co), Edinburgh. 
Ross, B. 5. (Reid & Douglas He 
Rosa, С. M. (McIntyre & у 


Кет, Ј. Р.А. (] 


Glasgow. 
Kirkwood, E. 


o), Glasgow. 


undes. 


Ne Mat tly), Berth. 
‘ee Ый 


Smith, Е. ;. (McClelland, Ker & Со), 
Smith, K. B. (Muir & Mclnty ), О: 

Smith, T. M. Е. (Euan Ма id & 
Speirs, J. A. A. (McClelland, pn & Co), ва 
Stevenson, R ay, Jamieson & awe. n Edinburgh 


Stewart, A Miles праву & Gellatly), Dundes, 

vans, Fripp, Deed & Co), London. 
Busen, . (Graham, Smart & Annan), Edinburgh. 
Swan, G. F. ‘(Rattray Brothers, Alexander ; France), Glasgow. 


Thompson, A. C. (Boyack, Whitelaw & Aitchison), Edinburgh. 


Wakid M. H. El-s. (W. J. M. Kean & Co), Edinburgh. 
Miss M. A. M. (John M. Geogh 
Wal on, M. U. (Evans, Frip Deed & 
Williams, А, G. А. Jg ardine, & Anderson), Coatbridge. 
Wilson, M. Т. Carson штор, 
Wood, J. (McC. oland, 


er & Co), London. 
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LOCAL AUTHORITY 
ACCOUNTS 


| | OST people never see the published accounts of their 
local authority and if they did they would most likely be 
little the wiser. To the uninitiated – and this vast com- 
pany includes many accountants – the voluminous abstracts which 
record minutely but rather unimaginatively the stewardship of 
councils and committees are, to say the least of it, difficult to 
follow. Moreover, ‘unlike company financial statements which, 
whatever other shortcomings they may have, follow a clearly 
defined pattern from current trading to capital worth, the abstracts 
of local authorities appear to lack purpose and direction. Their 
sheer bulk admittedly makes conciseness less easy to achieve but 
the equally inflated nationalized undertakings, in a much shorter 
span of life, seem to have overcome this difficulty and to have 
evolved a form of financial accounts which is a model of lucidity. 
The Institute of Municipal Treasurers and Accountants has 
long been aware of the need for standardization and simplicity in 
the presentation of local government accounts. As far back as 1903, 
it was reported that: ~ 
‘In view of the ever-increasing number and magnitude of municipal 
undertakings, it is most desirable that a high and uniform standard 
of account keeping should prevail throughout the country.’ 
This idea has gained in momentum as the century has advanced 
and more particularly in recent years, thanks to the general pro- 
gress in accounting techniques, the indirect influence of the 


. Companies Act of 1948, and the example of large commercial 


undertakings in producing informative financial statements. In 
1951, the Council of the Institute set up a committee composed 
of members of the Institute Чо devise a new standard form of 
published final accounts of local authorities’. The committee 
reported to the Council in 1953 and its recommendations, with 
minor modifications, were accepted. These have subsequently 
been discussed with central and local government representatives ` 
and with many other members of the Institute, and have now been 


` published in their final form on behalf of the Council.! 


It should be said at once that the resultant volume is not in the 
nature of a plain man's guide to local government accounts. The 
object of the Council was to produce a uniform pattern of accounts 
which, if universally adopted, would enable officers of central, 
county and municipal authorities, as well as accountants, econ- 
omists, politicians and others interested in local government work, 
fo find information and to make comparisons much more easily 


The Form of Published Accounts оў Local Authorities. The Institute of Muni- 
cipal Treasurers and Accountants (Incorporated). 425 net. 
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VU d» go 
than is at aen nabe Prior dden 
with the subject on the part of the „reader 
is, assumed. 

The report, after an introductory chapter on 
the background of standardization, deals first 
with some general: questions regarding the form 
of accounts and with matters of accounting 
principle. These include the order in which the 
contents of the abstract of accounts should 
appear, a comparison between the narrative and 
· the two-sided forms of account and the relative 
importance to be attached to subjective and 
objective classifications of income and expendi- 
ture. Then follows a dissertation on the concept 
of capital. It is generally recognized that the 
viewpoint of the accountant in practice or in 
industry as to what is capital differs from that of. 
the local government. accountant. In the former 
instance, capital is associated with the proprietor- 
ship of a business. Local authorities, on the other 
hand, have no permanently subscribed capital 
and по, shareholders. The ratepayer may be 
regarded as the transitory proprietor but his 
function is not to put up the capital but rather to 
guarantee the succession of loans raised to 
finance the authority's various activities. 

There is, too, a fundamental difference “of 
approach regarding capital expenditure. The 
commercial concern, for a variety of reasons, 
must distinguish clearly between capital and 

revenue outlay. Many local government account- 
| ants, at the other end of the scale, consider that, 
because of the doubt as to the definition of 
capital and the absence of personal proprietorship, 
the practice of capitalizing any element of 
expenditure should be discontinued. The Council, 


after reviewing these arguments, considers that . 


it-is ‘unwilling to abandon tradition in this 
respect’ and defines capital expenditure as: 


. "АП expenditure for which the local authority 


could reasonably expect to obtain a loan sanction, 
- regardless of the way in which it is actually 
financed, but excluding true deferred charges such 
as those incurred i in promoting а local Act. Expen- 
diture on the acquisition of land should always be 
treated as capital,’ 
The purposes for which a local authority must 
obtain permission to borrow are detailed in 
Section 195 of the Local Government Act of 1933 
and include the acquisition of land, the erection 
of buildings, the provision of plant and the lend- 


ing of money to subsidiary authorities. In making · 
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this ПЕР ЕРРЕТИ е Comets is not only pre- 
serving a tradition. It is upholding one of the 
cardinal principles of sound accounting. 

The Council suggests that because of ‘confusion 
of thought over the concept of capital’, the balance 
sheets of some local authorities до not present 
the required financial information in the manner 
they should. It advocates the use of a two-sided 
balance sheet similar in form to that used by 
commercial concerns, in which items would be 
grouped according to the nature of the ledger 
balance and not according to the sources of 
capital and revenue from which they were 
financed, a method often adopted. The suggested 
grouping, ‘Other balances’, would correspond to 
the ‘Capital and reserves’ classification in a com- 
mercial balance sheet and would contain the 
balances of all impersonal accounts remaining 
after the revenue accounts had been closed. This 
group would indicate how and to what extent 


‘the net assets of the authority had been acquired. 


By far the longest section: of the report is 
devoted to the classification of revenue account 
items. The scheme suggested is that all accounts 
would first be grouped under the main service 
headings, three examples of which are health, 
highways and education. The accounts under 
each of these main headings would then be 
further divided and subdivided objectively as 
required. The final analysis in each instance would 
be subjective and would consist of heads of 
income and expenditure, such as sales, fees, wages 
and rents, common to all forms of activity. The 


degree of detail to be shown in the final published 


accounts would depend on the authority con- 
cerned, Numerous examples of objective and 
subjective analyses are given together with an 
appendix describing a system of coding applicable 
to the classification recommended. 

A previous attempt to put all local authority 
accounts on a uniform basis was made іп 1937 
when the Council of The Institute of Municipal 
Treasurers and Accountants published a speci- 
men standard form of abstract of accounts, pre- 
pared by the Research Committee of the Institute. 
The report on that occasion had ‘a mixed recep- 
tion’, and it will be interesting to see how the 
present recommendations are received. If they 
fare no better, it will not be the fault of the 
Council which has set forth its explanations and. 
examples with praisewerthy cogency and clarity. 


| у 
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| ROYAL COMMISSION REPORT—VI ` 
P |. ^ LOSS RELIEF Е 


ЧНЕ existing provisions for tax relief in 
respect of losses are complicated in the 
extreme. We have previously made the 

suggestion that the comprehensive provision 
which applies to Case VI assessments could 
equally well be applied to Cases I and II, instead 
of the parallel and overlapping provisions which 
now apply to the latter. However, after a brief 
review of the provisions, the final report of the 
Royal Commission comes to the conclusion that 
no alteration is called for in the general system of 
allowing losses that arise in the computation of 
business profits. The anomaly, if it is an anomaly, 
of allowing for capital losses through depreciation 
allowances, without taxing capital gains, will be 
somewhat lessened if the proposal to tax surpluses 
on capital assets ranking for allowance is adopted. 


Farming Losses 

The report'examines some minor matters in con- 
nection: with losses. One is the allowance for 
farming loss where the farm is carried on as a 
hobby, the motive being a hedge against inflation, 
a prospect’ of obtaining a capital profit through 
improvements, or the mere pleasure of farming. 
The Inland Revenue produced some interesting 
statistics. In the year to September 1954, farming 
loss claims of individuals and firms amounted to 
£10} million, spread over 9,842 individuals. In 
other trades in the same period, only 23'45 million 
was claimed as losses of individuals and firms, 
spread over 6,119 individuals. The loss claims of 
companies engaged in ordinary trading activities 
amounted to £20 million. 

The majority consider, nevertheless, that com- 
plaints about the losses of the hobby farmer are 
exaggerated. They make the point that this type 
of farmer represents a comparatively small 
minority and, moreover, he is not necessarily in- 
different to loss. He may be inexperienced, or 
may be pioneering new methods. The point is 
also made that the recent heavy mechanization of 
farming has probably given rise to large capital 
allowances which can be used in a loss claim. 

The recommendation is that the term ‘hus- 
bandry’ in the statutory definitions in Section 526 
(1) of the Income Тах Act, 1952, should be 


strengthened by defining it as husbandry 'carried 
on on a commercial basis and with a view to the 
realization of profits’.. The term ‘market garden 
land' in the same section would be amended 
correspondingly by inserting, after the words 
‘for the sale of produce’ the words ‘on a commer- 
cial basis and with a view to the realization of 
profits’. 


Unexhausted Capital Allowances 
While agreeing with the general conclusions of 
the first Tucker Committee on the inadvisability 
of permitting the set-off of losses against other 
income of subsequent years, the Commission, 
make an exception in favour of unexhausted 
capital allowances. 'T'hese are already allowed to 
increase or create а loss for set-off against the 
income of the year of allowance. The Commission 
point out that the capital allowances are not so 
closely related to a particular year as ordinary 
expenditure. Moreover, it is limited companies 
which claim the largest capital allowances, and 
the other income of such companies usually 
Yepresents the investment of reserves, and is 
therefore a kind of business income. · 
"Тһе recommendation for carry-forward does 
not extend to the expenses of devising an in- 
vention or taking out a patent. At present these 
are available for set-off only against patent 
income and the Commission approve of this. They 
point out that if it were otherwise the relief would 
go as a.subsidy to would-be inventors who never . 
invent anything which can be turned to account 
commercially: — ' 
` | Partnership 

As already reported, the Commission recommend 
that a partner’s loss relief should not be restricted 
to his share of the aggregate firm loss as agreed 
for income tax, but should extend to the amounts 
credited to other partners in respect of interest 
on capital, salary and the like. Conversely, such 
other partners would bear tax on these amounts. 
The liability for partnership tax being joint and 
several, but the right to relief being individual, 
one can foresee some complications. 

‘The Revenue practice of making Section 170 
assessments on partnerships, even though indi- 
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vidual partners have taxed income sufficient to 
cover the partnership charges, may be right in 
law but seems illogical. The recommendation 
that it be discontinued is a welcome one. 

Few will quarrel with the recommendatien 
that loss relief be allowed for persons letting 
sporting rights, though it is a little difficult to 
reconcile this with the rejection of suggestions 
for Schedule A loss relief. 


Schedule A Losses 

The report favours the continuance of the 
restriction of maintenance relief to the net annual 
value of the estate in question, an exception being 
made only in the case of agricultural property. 

It gives three reasons for the restriction: . 
(1) Maintenance cannot be dissociated from the 
artificial basis upon which much Schedule A 
income is computed. ‘It is a loss which 
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arises from setting expenditure according 
to the current purchasing power of money 
against income which is still assessed in 
terms of money at its pre-war value.' 

(2) The owner-occupier's maintenance is likely 
to contain an unidentifiable element of im- 
provement. 

(3) The loss is not fairly comparable with a 
business loss. The property is capable of 
realization at any time; if the owner chooses 
to retain it, the loss is more naturally 
regarded as capital outlay. 

It would have been interesting to have the 
Commission's ‘comments on the decision in 
Barron 9. Littman (31 A.T.C. 387; 33 T.C. 
373) which establishes the right of the taxpayer 
to claim in respect of lesses from subletting 
leasehold property. | 


SCHEDULE А 


Beneficial Occupation 
This is perhaps a convenient point to consider 
Chapter 28 of the final report, which deals with 
Schedule A. There were those who hoped that 
the Commission would recommend the abolition 
of this Schedule, with the transfer of rents to 
Schedule D. 'They have been disappointed. 

The case against the assessment of owner- 
occupied property is a strong one, but it has not 
prevailed. Тће Commission accept the principle 
of taxing notional income, on the ground that 
taxation. should be adjusted to the relative 
capacity to pay of different taxpayers. Living 
accommodation, say the Commission, is a 
necessity of life and those who do not own it are 
obliged to rent it,- consequently an owner- 
occupier has a greater taxable capacity since he 
does not pay that rent. The logical extension of 
this argument to the taxation of the rental value 
of chattels is rejected on the grounds of Rem 
trative difficulty. 

It seems regrettable to continue a eres under 
which the man who owns the humblest of week- 
end cottages should pay tax on it, while the owner 
of an elaborate caravan with many times the 
letting value of the cottage should be untaxed. 
It is equally unfair to tax the man who builds a 
garage, without taxing the man who leaves his 
car on the highway. Moreover, in cases like these 


the assumption that the property owner is 
avoiding necessary expenditure breaks down. 

In Chapter 9 (Benefits in Kind) the report 
speaks with a slightly different voice. Fersgrepn 
211 contains the following: 

‘A man who receives remuneration of {£1,000 

in cash may well be said to have an income of a 

greater assessable value than another man who 

gets [700 in cash and the benefit of assigned 
ing accommodation, even if the. value of the 
latter is fairly put at £300. But we cannot accept 
that the true relation of their two incomes for the 
purpose of taxing them is correctly expressed in 

the proportion 1o : 7.' 

However, the report does not recommend any 
appreciable extension of the present very limited 
provisions for the taxation of benefits in kind. 

While approving the general principle of taxing 
notional income from real property, the Commis- 
sion approve the Revenue's suggestion that no tax 
be levied on the beneficial occupation enjoyed by 
the tenant of a rent-controlled or subsidized house. 
Such a benefit could not be taxed, say the Com- 
mission, 

‘without trenching upon issues of soci policy 

which go beyond the field of taxation’. 

'This is a curious argument. No one contests the 
taxation of family allowances or national insurance 
benefits, which are just as fhuch a matter of social 
policy. Ы (To be continued.) 
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-UCCESSIVE business efficiency exhibitions 
have shown that every year new and im- 





proved machines are becoming available to 
the businéss world, and that greater efficiency and 
increased mechanization frequently go hand in 
hand. Mechanization is often regarded as being 
an aid to commerce and industry, but as a matter 
of only little importance in professional spheres. 
That professional work demands primarily the 
iskill of trained men is indisputable, but there are 
mahy means by which the professional man can 
benefit from using machinery in his work. 

| The modern dentist has a surgery fully 
iequipped with the latest machinery of his 
calling; the operating theatres of modern hospitals 
‘contain a mass of highly technical apparatus to 
enable the surgeon to perform his work the 
better; yet the audit clerk today is frequently 
| dispatched to an audit with his age-old equipment 
i of some double column cash paper, a pen, and a 
bottle of coloured inkl | 

How often does one hear the cry from a junior 
: audit clerk that ће is little better than a machine? 
: How seldom is it realized that a machine could 
| do much of his work! 

It is not suggested that auditing should become 
an entirely mechanical operation; indeed, so to 
suggest would be contrary to the principles of 
auditing. But it is the intention of this article to 
show that greater use can be made of mechanical 
equipment in the course of the auditor’s duties, 
and some examples of practical applications will be 
given. 

Recording Machines 
The- use of recorders or dictating machines is 
only now becoming widespread. They can record 
more quickly than any stenographer could take 





down, they may be used when typists are fully 


engaged, and being always available, they may 
be used in or out of office hours without 
inconvenience to the auditor’s secretary. 


But the use of these machines is not limited to. 


correspondence. Under manual systems of ac- 
counting, the work of checking, say, ledger postings 
from day-books, is a tedious operation which is 
frequently regarded as being one and a half man’s 
work to be performed by two men. This is 
because one audit clerk must take. the day-book 
or cash-book and cal] over the amounts, waiting 
while his colleague finds the relevant folio in the 
ledger. The caller has nôt a full-time occupation, 
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and the work is as wearisome as any to be found 
in an auditor’s duties. 

A mechanized means of expediting this work 
lies in a single clerk performing the complete 
operation, firstly by calling over to the recorder 
the items appearing in the day-book or cash-book, 
and then by playing back, using a suitable foot 
control, and finding the ledger postings as they 
are called back to him by his own voice. 
„Малу advantages arise from this system, and 
the basic audit principle of a complete aural 
check upon the transactions is in no way 
affected. 

In suitable cases, the use of a recorder for the 
checking of ledger postings can expedite the 
work by at least 20 per cent, and this saving in 
time is more than sufficient to compensate the 
auditor for the cost of the machine. Another 
advantage lies in the fact that a single audit clerk, 
equipped with a suitable machine, may be left 
to carry out ledger posting operations, whereas 
under manual systems it is usually felt that ledger 
posting on any scale can be properly performed 
only if two audit clerks are present. 

Cynics of mechanized auditing may claim that 
‘the novelty value of any mechanical equipment 
will more than offset the advantages to be derived 
from its use, and in early days this may partly be 
so. However, the novelty of machines soon 
passes, and although a clerk may derive соп- 
siderable entertainment from a recorder in the 
first hour of its use, it will not facilitate political 
arguments, as might a colleaguel 


Mechanized Accounting 

The audit of mechanized accounts requires 
special considerations but these will not .be 
discussed here; they have been admirably dealt 
with in the publication of the Institute entitled 
Mechanized Accounting and the Auditor. 

There is not necessarily any positive correlation 
between mechanized accounting and mechanized 
auditing, but when auditing mechanized accounts 
it is important to remember that it is the human 
element that is being audited — not the mechan- 
ized element. Not infrequently, audit note-books 
contain instructions to the audit staff which, if 
carried out fully, would result in the audit 
clerks auditing only the machines; at an early 
stage in the compilation of an audit programme 
the human and the mechanical element must be 
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distinguished. The auditor, if he.is in any doubt 
as to the features of a machine, should not hesi- 


tate to approach his client, or the distributors of 


the machine. 

.Many machines automatically produce the 
total of various amounts which have been printed. 
This feature is frequently misunderstood, and it 
is sometimes assumed either that all casts are 
infallible or that a cast is no more reliable than a 
manual cast. Such assumptions are, respectively, 
rash and unsound. 

The operation and effect of the non-print and 
non-add keys which are found on the majority of 
‘book-keeping machines should be borne in mind, 
since, by their use, an operator can cause an 
addition to read 24-223 ог 24-2— 5. 


Punched Cards 
With the exception of electronic accounting 
which is still virtually in its infancy, punched 
cards are the most automatic of mechanized 
accounting systems. The ability of a sorter to 
Sort cards at the rate of 40,000 per hour is well 


known in the. profession, but the full benefits - 


which can.be derived from the machines are 
-often overlooked by the auditor. 

A large part of an auditor’s work consists of 
comparing debit and credit entries throughout 
the books of account. This is usually done by 
calling over ledger postings – а tedious process\ 
using valuable time in turning over folios to find 
the entry to check. 

The sorter in a punched-card installation 
offers the auditor a means whereby he may 
considerably increase the speed of this work. 
The easiest way to compare entries is to arrange 
the two lists in the same sequential order. 

Obviously, under a punched-card system, if it 
is desired to check ledger postings from a day- 
book, the quickest way is to obtain a special 
tabulation of the day-book from the punched 
cards originally used for the purpose,’ then; -by 
sorting these cards into ledger folio order апі 
integrating the appropriate cash and credit 
cards,.to compare the special ledger statement 
thereby produced with the: ledger account 
already incorporated in the books of account. 

In effect, this means that the auditor will repeat 
the posting operations which were performed by 
the client’s: staff- which is precisely what he 
would be doing under a manual system of 
auditing. By using the machines, however, his 
tests can be performed in far less time than if 
"manual methods were used, and, consequently,-at 
far less cost. ' 
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Using Clients’ Machines 

The use by the auditor of the clients’ machines is 
already well established, but there are many 
occasions on which it is not, and it is suggested 
that closer co-operation between the auditor and 
the client on this matter would be to their mutual 
advantage. 

When specialized machinery is to be used it 


` will obviously be desirable, if not essential, for a 


senior operator or supervisor of the client’s staff 
to be in attendance to assist the auditor in the 
control and performance of the work. Sometimes 
it will not be possible to do this work in ordinary 
working hours, since it would involve a complete 
hold-up of the client’s current accounting 
procedures. 

However, even if an all-out effort were made by 
working through two or three nights, the task 
of testing would be accomplished at far less cost 
and in far less time than if manual methods 
alone were used. 


Future Trends in Punched Cards ? 
A combination of rising salary costs and falling 
machine prices, coupled with likely new develop- 
ments, may well result in the day when punched 
cards are among the tools of the auditor. 
If this were to be, the auditor would then 
convert the information recorded in the client’s 


‘books into the medium of punched cards, and 


deal with them with the full benefits of mechan- 
ization. Obviously, many tasks would never be 
suitable for this treatment, but as a suggestion of 
‘things to come’, it seems reasonable. - 


Casting 
In many practising accountants’ offices even 
today, outstanding ability in casting is regarded 
as a prerequisite of every articled clerk. The 
reason is sometimes offered that until a clerk can 
cast accurately and rapidly he will never make 
an accountant. 

It cannot be disputed that the ability to cast is 
virtually essential in any accountant, but like the 
skill of copperplate handwriting, the idealist’s 
aim must often be sacrificed for the practicalities 
of. today, and the articled clerk’s time: will 
frequently be better employed in studying the 
intricacies of taxation than in casting the hundred 
and twenty-seventh petty cash-book. 

Casting is most rapidly and accurately per- 
formed today, by adding machines, and it is 
incredible how many practising accountants’ 
offices today have not a single adding machine. 
The cost of one may Ўагу from £15 to £150, 
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id although the small practitioner may feel 
loth to sink capital in the installation of mechanical 
equipment, the increase in output obtainable by 
pimple mechanization is ample reward. 

Even in a medium-sized professional practice 

there is justification for the employment of a 
art-time adding machine operator, and typists 
лају often а A the opportunity of accom- 

panying the audit staff on an audit, were they 

provided with such a machine and trained in its 
loperation. 

! Many adding machines are also capable of 

(performing at high speed such calculations as 

'those necessary for the extension of stock sheets, 

‘percentage rates, and dividend payments. . 

, Ап operator may reasonably be expected to 
‘achieve five times the output of an audit clerk 

[doing the work manually. Although the wage 

| cost may be three times as high, surely this is a 

а increase in productivity to offer the. 

| practising accountant scope for both reducing his 

fees and. increasing his profits? 

‘Where a listing-adding machine is used, the 
extraction of ledger balances сап be rapid and 
| accurate, and the auditor would do well ‘to 

remember that while few audit clerks can do more 

' than one task at a time; a listing-adding machine 
' will, simultaneously, print and accumulate the 

balances. 

T FmkindMadies > 
The use of franking machines for postage and, 
National Insurance stamps is becoming wide- 
spread, and when automatic feeds to these 
machines are available, the speed, compared with 
manual methods, is quite remarkable. - 

In many audits it is necessary fòr the auditor to 
dispatch audit statements to debtors or ċreditors, 
seeking verification of the client’s ledger balances. 
Where either the client or the accountant has a 
franking machine, this may obviously be ‘used for 
the impression of the postage stamps on the 
envelopes; but the auditor should remember 
that the post office will accept bundles of letters: 
for franking where not less than. тоғ is payable.in 
postage on any one mailing. There is no charge 
for this service, and the local postmaster will, if 
necessary, arrange for the collection of the letters 
where the numbers are large. The time which 
can be saved, compared with that taken by 
sticking stamps on the envelopes, is very con- 
siderable. 

. With АЕ ОН such other time-savers as 
letter-folding and gnvelope sealing machines 
may. also be used; these machines are not always 
easily portable, but an dtcountant who has much 
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of this work would be prudent to consider the 
purchase of one for his own office. 


. Goin- and Note-counting Machines 
It is sometimes necessary in an audit to count 
large amounts of cash and notes—a slow and 
lengthy operation by hand. 

There are available today’ many different 
types of coin-counting machines, some of which 
will sort and count mixed coins, others being 
suitable for one denomination at a time. These 
machines are usually moderately portable, and 
their use will greatly expedite this operation. 

Electronic note-counters, which operate by 

passing a small machine over the fan-folded 
edges of a pile of papers, are also. available, and 
where there is much of this work, the pronounced 
saving in time and reduction in costs of an audit. 
can be considerable. 


. Photo-coplers. | 
А une of machines of this type are now, 
available for office use and when the cost of a: 
photo-copier is often no more than-that for a 
typewriter, and a copy: of any document ів, 
available in a few minutes at a cost of a few pence,. 
the established practice of a senior audit clerk 
taking extracts of leases, agreements and deeds 


: in long-hand is clearly wasteful. Photo-copiers 
‘are. not- difficult to operate, and unlike the 


process of copy-typing, their use does not intro- 


" duce an opportunity for errors to occur. 


Conclusions . 


Mechanized auditing is far from being a dream 
for the future. Undoubtedly new machines for 
office use will be invented and become available 
over the years, büt even with machines available 
on the. market today, there is much that the 
Majority of auditors can do to mechanize the work 
‘of their day-to-day practice. 

Mechanized auditing is a logical development to 
increase output per man-hour, but its possi- 
bilities have long been ignored by the profession. 
The fact that the young qualified accountant may 
often obtain a more remunerative post in com- 
merce than in the profession is well known, and 
it is Suggested that one contributory factor to 
this is that accountancy in commerce is usually 
fully mechanized, whereas auditing is not. -; 
. _ In his home and in the course of his travelling 
to and from his work, the auditor uses to the full 
the modern technical inventions of today... . 

- Why вћоша ће not alno use these in theg course 
of his work? | ; | 
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THE VOICE OF THE OWNER 


D by A BARRISTER-AT-LAW СЕ 
This is the third in a series of four articles on the position of the company director. 


The first and second dealt respectively with two problems of the company director 
in his many capacities; first, the personal problem of remaining in his office against 
opposition and, second, the frequent necessity of disregarding his own personal 
interests in the performance of his duties. This third deals more particalarly with | 
the point of view of the shareholder, or owner, of the business, and. his remedies 
against a board which he feels is ignoring his interests. The fourth and last или 
mention sorne of the problems where the director is also a substantial shareholder. 


RN 


HE most important single cause of 
differences between the board of a com- 
pany and the shareholders is undoubtedly 
dividend policy. Even when things are going 
badly with a company, apathy will often ensure 
that there is little criticism of the directors as 
long as the dividend is maintained, and it is only 
on a reduction of this that the shareholders 
begin to take an active interest in the management. 
Even then it may be some years before the really 
drastic course of changing the board has become 
the immediate and pressing objective of a sub- 
stantial number of the members of the company. 

When, on the other hand, the company is 
making large profits and the shareholders find. 
that what they regard as their moral right to a 
share in the increased prosperity is being con- 
sistently ignored, they somewhat naturally tend 
to become restive. They cannot then be blamed 
if, after they have done what little they can to 
press their own claims to a better share of the 
profits, they accept an outside offer for their 
shareholding, if such is made, in the only circum- 
stances in which the substantial worth of the real 
assets may be realized by the purchaser – that is 
by a take-over bid. 

It is this last gesture of ownership that rey: 
or brings home finally and unmistakably to the 
directors, the true nature of the interest of the 
shareholders, and the conflicting interests which 
divide them from the board. 


А Conflict of Interests 
There is certainly no denying that in the matter 
of. dividends there is a very real conflict of 
interest between the shareholders and the board, 
and it may be wondered why, since the board are 
frequently (it might be said almost invariably) 
shareholders themselves, they do not manage 
always to resolve, or at any rate reduce, the 
differences which exist between the two points of 


view. The reason is primarily that, apart fróm 
the dividends which they receive on their own 
holdings, the directors have more to gain by the 
retention of profits within a company than they 
have by the distribution of large dividends. 

In the first place, large reserves make permanent 
expansion relatively easy, for the raising of fresh 
capital by methods other than the retention of 
profits is at times a difficult, but always an 
expensive business (except for the slightly 
unpopular method of rights issues). The accumu- 
lation of undistributed reserves, on the other 
hand, not only disguises the reinvestment of 
profits which is taking place whether the share- 
holders like it or not, but also facilitates the 
occasional fictitious generosity of a ‘bonus’ issue 
of fully-paid-up shares. 

Any increase in the assets of the company, too, 
gives greater security to the directors in their 
appointments, „апа tends to’ enhance their : 
importance in the business world. A liberal 
policy with dividends will please the share- 
holders immediately, but it leaves the directors 
constantly in the same position at the head of a 
relatively static company, while retained profits 
may double the assets and the worth of a company 
within a few years. 

'The shareholders, on the other hand, become 
impatient when they see their dividends covered 
many times over by profits retained within the 
company, and they would sooner see the money 
in their own hands, even though subject to 
income tax, than await the slower capital apprecia- 
tion which rewards the cautious investor with the 
conservative board. 


Pressing the Claim 
Whatever they would like to see, however, or 
receive, the methods by which the shareholders 
are able to urge their wishes аге, unfortunately, 
few — and not always effective. 
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The first, and most obvious, course to take is to 
appear and speak on the subject at the annual 
general meeting: although the dividend recom- 
mended by the directors is almost invariably 
(because of a provision in the articles) the maxi- 
mum: which can be declared at the meeting, there 
is the hope for the shareholder that his words will 
leave their mark for next time, and he may, too, 
by making his point forcibly, manage to arouse, 
even with his limited resources, sufficient interest 
among the other shareholders to force the hand 
of the directors. | 

When there is a decrease in dividend which 
is attributable to a fall in profits, the more 
forceful of the shareholders may even take the 
step of proposing a resolution for the removal 
of a director, and in this way they assure for their 
efforts some publicity, as well as more than 
passing interest from the board. They may even 
gain support for their resolution from other 
dissatisfied shareholders, though they tend to be 
branded as discontents or as merely seeking their 
own appointment to the board. 


o. А : Interest Awakens 
The public airing of these grievances is not, of 
course, altogether to the disadvantage of the 


Shareholders. Just as the rumour of a bid for the 
shares of a company will cause an immediate rise 


in their price, so the possibility of a change in: 


the policy of a board will attract the speculator, 
or. even induce the serious-minded investor to 
consider anew the value of a share which is 
capable under different management of maintain- 
ing or increasing its dividend. — 

The directors, on the other hand, have side 
much to gain from such publicity, and whethét 
their policy is over-cautious or as generous 
with distributions to the shareholders as they 
honestly feel safe in the interests of the company, 
they will scarcely feel comfortable while their 
policies, or at the last, their positions, are реше 
challenged. 

When it is a question of the removal of one :of 
their number, of course, the board may be 
expected -to. rise as.one in his defence, and the 
resulting struggle becomes of.interest, not only 
to the directors and the shareholders for their 
personal rights. and property, but to the boards 
and shareholders of. other ‘companies: who: see 
their battles fought vicariously for them in other 
fiélds. Then it is sheer voting power which will 
win the ‘day, though the directors” have the 
advantage in the canwass for proxies which, in 
the larger public companies, i is often: d decisive 
factor in the. SENERS: E ae | x ubi 
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Realizing his Investment ` 

A victory in such conditions may be merely 
illusory, however. Whether it is the old board 
which survives or a new which succeeds to power, 
the shareholder, whose vote has been won by 
fair means or foul during the heat of the company 
meeting or by representations in a circular, acts 
ultimately in his own rather narrower interests 
in the light of the dividends over the years and 
the worth of the capital assets of the company. 

- ТЕ he does not receive a satisfactory return on 
his. venture, the hardened speculator cuts his 
losses, but the shareholders who often constitute 
the more solid foundation of corporate owner- 
ship are not hardened, but amateur, speculators. 
And amateur speculators seldom cut losses; they 
settle down to a sort of despairing investment 
which is not only continuously alert, but also 
continuously hopeful of making a profit some day. 

Once the publicity of a split in.the company 
has died down, the smaller shareholder decides 
in his own time whether or not he is satisfied with 
the new management. Usually, of course, he is 
not, but even if he is, he is always ready to take 
the last step of all, the acceptance of a bid for his 
shares, if the offer i is sufficiently tempting. 


. The Despairing Axe 
This comprehensive offer for the effective control 
or ownership of the whole concern is the last 
Боре to the shareholder that the assets possessed 
by the company can be realized at something 
nearer their true value, rather than their written- 
down value as part of a going concern. 

It is in this last exercise of the rights ofa 
dissatisfied owner — the right to combine with 
the other shareholders and sell over the heads of 
the management of the company - that the share- 
holder demonstrates to the board the relation- 
ship between them which he feels he has been 
unable to enforce by other means. ne 

If the board feel that they have won the dày, 
by preserving their number intact or mustering 
in defence of their policies a sufficient number of 
votes on the few occasions in the year when any 
serious challenge to their position can be made, 
they should yet bear in mind constantly that they 
cannot sit indefinitely on a concern which holds 
at its disposal and in-its ownership assets worth . 
several times more than the aggregate value of its 
shares. The success of the wave of take-over bids 
a year or two ago, which dealt the death blow to 
the official policies of dividend limitation and 


‘contro! of bonus issues, gave at the same time a 


rude awakening to many а peacefully slumbering 
board. .. (To. be concluded.) 
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FORMATION OF A LIMITED COMPANY 


by HAROLD MORLAND, B.Com., F.C.A: 


| A T the outset, I wish to make clear that I shall 
As only with points arising on the formation 
of a private company, and as far as possible 
with those which have arisen in practice and which 
may not perhaps always be mentioned in text-books. 
In particular, 1 shall be concerned with the conversion 
of a firm into a private limited company. 
À number of points involved concern the law and 
I would emphasize at this stage that when you com- 
mence in practice it is advisable at an early date to 
find a solicitor with whom you can discuss forma: 
tions freely, irrespective of whether the matter is 
chiefly concerned with the law, or with what the 
accountant would consider to be in his province, as 
the lines of demarcation are not always very clear. 


Reasons for Conversion to a Limited 
Company 

The reasons for the conversion to a limited company 
may be many. In the past, limitation of liability and 
the attraction of outside capital were the most im- 
portant. Nowadays, some relief from taxation and/or 
estate dut gre probably the main motives. Where the 
profits of a business fluctuate considerably, there can 
be very substantial savings of income tax and surtax 
resulting from the conversion, particularly where the 
profits of a single proprietor with little outside income 
are such that the average is between {£2,000 and 
£3,000 per annum. In such a case, the director 
can draw a regular salary of £2,000 to {2,500 a 
year, paying very little surtax or profits tax, at 
the same time reaping the benefit of all personal 
allowances and earned income relief. 


Name of the Company - 


At an early stage it is necessary to decide on the 
name of the company and application should be 
made to the Registrar of Joint Stock Companies, to 
see if this name is available. 

You are, no doubt, aware that there are certain 
names he would consider inadvisable and that the 
name should not resemble that of any other existing 
company or firm. Regarding the latter, it appears 
that the laison Бете the Registrars of Joint Stock 
Companies and of Business Names is not complete 
and the names of limited companies do, on occasion, 
seem to resemble those of firms. 

. It should be remembered that all firms’ names do 
not have to be registered, but that a name should not 
be chosen if known to be similar to that of another 
business. The Registrar’s consent does not debar such 
a business from bringing an injunction against the 
company to prevent the use of the selected name. 


An address delivered to the Liverpool Chartered Account- 
ant Students’ Association on June oth, 1955. Mr P. c. Lloyd, 
F.C.A,, was in the chair. 


"There is one particular point regarding the name, 
which can cause difficulty. The Registrar may reply 
that the name required is available, and you proceed 
accordingly with the formation on this assumption. 

When, however, the various papers are lodged, the 
Registrar may query the name on the grounds that 
the people concerned with the formation or manage- 
ment have entirely different names. For example, he 
may have informed you that the name Williams 
ee) Ltd is available, but if the names of those 

erming the company are Smith and Brown, you will 
be asked why ‘Williams (Liverpool) Ltd’ is required. 
There may be a very good reason, in that Smith and 
Brown have carried on the business in the past as 
Williams Brothers, or Williams & Co, in which case 
no difficulty should arise from this cause. 

If you are working on a close time schedule, which 
is quite likely, the delay caused by such a query may 
be most inconvenient, -and it is advisable in such 
circumstances to explain at the outset why the name 
is required. I trust it is not necessary for me to aay 
that the company would have to have some connection 
with Liverpool or- permission would not be granted 
in the example given. 


Memorandum of Association 


The memorandum of association should cause little 
difficulty, but one point to be considered is the 
amount of share capital, and if the limited company 
is taking over an existing business, what assets are 
to be taken over. ЈЕ the shareholders and the proprie- 
tors of the old business are identical, there is little 
point in revaluing all the assets or writing ир goodwill. © 

It is sometimes argued that this puts the shares at 
too low a value for a subsequent purchaser, but I do 
not consider this to be a valid reason for revaluing 
all the assets at the time of the formation. Any 
subsequent purchaser of shares will look at the 
position at the time of purchase and the shares will 
be valued under the conditions existing at that time. 
А further objection to the bringing in of goodwill is, 
of course, that the transfer of goodwill involves 
stamp duty and so increases the costs. 


If a Building is to be taken over | 
If a building is to be taken over, it will have to be 
revalued and stamp duty paid. An alternative method 
may be for the proprietors to arrange for the lease 
of the building to the company. This does save 
expense, but there are certain objections, particularly 
regarding security of tenure, so that it may be 
advisable for the costs and duty to be paid. 

As far as possible I like to arrange that the assets 
of the old business are sold*by the proprietors for 
cash. во that the shares age allotted in consideration 
for cash paid by the shareholders and not in considera- 
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tion: for the transfér of-assets. This method is of 
advantage in simplifying the Annual Return perhaps 
for very many years. 


Piant and Other Assets 


Plant and other assets subject to capital allowance 
for income tax purposes ‘may well be transferred at 
the income tax written-down values to avoid tax 
complications. As to what plant is to pay stamp duty 
on transfer, this is a question for the solicitor, but I 
may say here that practice seems to vary. It appears 
that if the plant is capable of manual delivery, duty 
is not payable. 

This definition is.capable of a number of interpre- 
tations as very heavy articles of machinery are 
delivered by manufacturers without payment of duty, 
and' the plant would have to be very much attached 
to the building before duty should be paid. 

The description ‘fixed plant’ does not necessarily 
mean that duty should be paid. The definition as 
interpreted by a solicitor means that the building 
must be disturbed if the plant is removed, and is a 
much narrower one than understood in accountancy 
parlance. It could, however, include such items as 
shelving and partitioning. 


Bank Overdraft 

Where there is a bank overdraft the bank will almost 
certainly require personal guarantees from the 
directors as security additional to that given by the 
limited company. Where, however, the security is 
otherwise adequate, this should be resisted. Personally, 
I am never fond of guarantees as it is subsequently so 
hard to get rid of them. Besides this, such a guarantee 
does affect one of the main purposes of formation ~ 
the limitation of liability: 

If the capital position will allow it, it is better not to 
take over debtors or creditors. Stamp duty is saved 
and if the debtors exceed the creditors, it is a means 
whereby some eggs are removed by the proprietor 
from the one basket. 


Table A 

For the type of formation we are considering, the 
present Table A is a very fine basis for the articles 
of association and it is not usually necessary for a 
completely new set of articles. I do think Table A 
should be bound with the articles, the small extra 
expense being more than counter-balanced by the 
convenience of reference. 

If a number of shareholders were not members of 
the firm being converted into a limited company, 
entirely new considerations arise, and in the interests 
of the old proprietors it will probably be necessary 
for all the assets to be properly revalued. I deal with 
one or two points relating to the valuation of stock 
and work in progress later. 


Financial Interests of Previous Proprietors 


Particular attention will haye to bé paid to arranging 
the financial interests of the previous proprietors in 
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the new company. The position may range from the 
simple one where there were two partners with equal 
capitals and sharing profit equally, to one more 
complicated where, capitals were unequal and the 
division of profits was also unequal. 

There may also have HR salaries involved. 
Differences in the division of profits may well be 
dealt with when directors’ salaries are fixed, differ- 
ences in capital being left for treatment. through 
dividends. 


Directors! Salaries and Dividends 


I am strongly of the opinion that it is advisable for 
the parties concerned to agree, as far as possible, on 
what is to be done in the future. Basic directors’ 
salaries can be and it can be agreed that 
provided there are sufficient profits, a certain rate 
of dividend should be paid. 

At a later stage it may be agreed that-no dividend 
shall be paid and salaries adjusted, but the principle 
is that there should be payment for management and 
payment for the use of capital. 

One can expect that there may be difficulties if 
the trading of the limited company is not successful, 
Биё in practice you will find that nearly as many 
difficulties arise if the trading is very successful. After 

a few years of good results, the oh risk to the capital 
савана may appear to have been negligible, 
although it was very real at the start. 

I therefore think it is a good idea for the parties 
concerned to have at least some informal agreement 
that if the profits are more than sufficient to pay the 
proposed salaries and dividends, always taking into 
account the necessity for providing adequate reserves, 
the surplus remaining ‘shall be distributed between 


‘capital and management in some fair proportion. 


These arrangements may well be varied at a later 
date by mutual arrangement, but are well worth 
consideration. 
Shares 

In a private limited company, quite apart from the 
statutory restrictions on transfer of shares, it is quite 
usual to find further restrictions incorporated i in the 
articles. Such restrictions are designed to prevent, in 
particular, some competitor or perhaps customer 
acquiring the shares and knowing too much about 
the detail of the business. 

The original ee of the limited company 
will, however, usually desire that members of their 
families shall be entitled to be registered as members, 
and further, it is now quite usual for additional clauses 
in the articles to be included, so that if no other 
shareholder is prepared to buy shares at a fair price, 
the intending seller may sell outside the existing 
members. 

"А fair price' may often have to be decided by the 
auditor and, as you know, the valuation of shares in 

a private limited company is not an easy task. There 
should be an arbitration clause in the articles of 
association to help in case of a а: with 
the auditor’s valuation, 
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- Taxation 


A number of points connected with taxation must be 
considered. -The conversion of a business into a 
private limited company’ still means а cessation of 
the old business and the commencement of a new 
one. Without going into details, the actual date for 
the change-over. of trading may be of vital importance 
and you must pay рано reference to the Inland 
Revenue’s rights relating to the penultimate -year. 

One complication which may cause difficulty 
results from the fact that directors’ salaries will come 
under P.A.Y.E. The directors’ personal allowances 
may well have been absorbed by the firm’s ‘profits 
under Schedule D. This may result in tax at the 
full standard гаје Ђешр deducted. for the remainder. 
òf that-financial year from directors’ salaries. It-is as: 
well to explain this to-the directors. It can cause some 
irritation as the adjustment of the Schedule D 
assessment-of the last yedr, which we trust should 
result either in a repayment of tax or a reduction of 
the second instalment, may not be agreed for some 
time. 

` Wives as Directors 


It is not uncommon on the formation of the limited 
company for the wives of the proprietors to be made 
directors. In most cases the purpose of the appoint- 
ment is to pay a salary with Tesúlting income tax 
benefits. 

Where there are a number of directors; particularly 
if some are not married or have wives unsuitable as 
directors, the tax saving may be more than outweighed 
by other ‘considerations. 

A further point is that if the salary paid to the! 
wife is a high one, there will unquestionably be 
difficulties with the Inland Revenue as to whether it 
is, in fact, a chargeable expense under Schedule D. 
The Inland Revenue now seem to be directing some. 
attention to this expense. 

Where, however, there was, in fact, a sole proprietor 
who does not wish to bring in someone from outside 
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as a co-director, it may well be that it is essential 
for his wife to be appointed. It is sometimes forgotten 
that the position of a director always has certain 
responsibilities, even if the director is not concerned 
with the day-to-day running of the business, which 
must merit some remuneration. In any case, in such 
circumstances it is of advantage for the wife to be 
able to step into the breach if anything should 
happen to the husband, 


Valuation of Stock and Work in Progress 


In the smaller type of business, the valuation:of stock 
and work in progress is very much the responsibility 
of the proprietor. There is-no possibility of checking 
the values with cost records. If what-we might call 
the ownership is little or no different after formation, 
there is no difficulty in the stock being sold by the 
proprietor to the limited company after having been 
valued by him in the usual manner. - 

If there are new interests in the limited company, 
which did not exist in the previous business, one 
frequently meets the difficulty that the previous 
proprietor wishes to sell his stock at an increased 
value. The cause of this may be quite justifiable, in 
that, for a number of years, with the full knowledge 
of the Inland Revenue, stock has been valued at cost 
and work in progress at materials plus labour, without 
any addition for oncost. 

'The seller. may rightly роне that he is entitled 
to bring the stock at current cost and the work in 
progress at a value which includes oncost. The result 
may be that there is a very much increased profit in the 
last year, involving a lot of taxation. . 

It is possible that an adjustment can be made 
perhaps to goodwill, to compensate the . former 
proprietor for selling at the lower value. Where the 
seller has: grossly undervalued his stock or work in 
progress, а further set of considerations arise regard- 
ing avoidance of tax, which I do: not propose to 
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Our Supplement 

We bave pleasure in presenting as a supplement to 
this issue, a photograph of some personalities who 
attended the ninth summer course of the Institute 
at Christ Church, Oxford, which erided last Tuesday. 

-The Summer Course Committee, under the 
chairmanship of Mr Е. С. Turner, F.c.a., is to be 
congratulated on another successful course, which 
proved as instructive and enjoyable as any in previous 
years. À report appears on another page of this issue 
and subsequently we hope.to reproduce the three 
papers which were presented. 


'The Irish Institute's Examinations 
A total of 157 candidates sat for the examinations of 
The Institute of Chartered Accountants in Ireland 


held in May 1955, aad 1 of these 46 (29 per TS were 
successful, 

There were 74 candidates for the Final, of whom 
17 (23 per cent) passed — compared with 34 per cent 
in November 1954 – and 57: (77 per cent) failed. 
The first place was gained by. Mr Harford Mont- 
gomery Robb, B.A., of Belfast, who was awarded the 
Arthur H. Muir Memorial Prize. 

In the Intermediate there were 83 candidates of 
whom 29 (35 per cent) passed and 54 (65 per cent) 
failed. Passes in theNovember 1954 examination were 
38 per cent. The first place, together with the. John 
Mackie Memorial Prize, was awarded to Mr Edward 
Kevin Gabriel McGrady, of Downpatrick, Co. Down. 

‘The full list of successful candidates and а sum- 
mary. of resulta is published elsewhere in this issue; 
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Gold Reserves in June, · 


and dock strikes might have resulted in a serious 
trend in the gold and dollar reserves. In the event 
the decline of the reserves by $10 million has come 
as something: of a relief. The comparatively slight 
decline owes much to the E.P.U. monthly settlement 
and to American aid which, between them, created a 
surplus of $20 million. This surplus, however, has 
been more than offset by a deficit of $18 million 
elsewhere and $8 million paid on the 1942 Canadian 
Loan. Tt has been a feature of the April/June quarter 
as well as for June that the reserves have been 
А sustained by E.P.U. settlements and 17.5. aid, 


factory. The first half of the calendar year is usually 
a good one for sterling. As it 1s, the reserves this year 
face the autumn, when payments for imports are at 
a peak, with a figure of $2,680 million compared 
with $3,017 million as the monthly average level of 
the second quarter in 1954. This year, too, there is a 
"further possible drain on external resources arising 
from the investment boom, the high level of industrial 
activity and the continued upward pressure of wages. 
The Chancellor’s upward adjustment of Bank rate 
seems to have had the desired effect on stock-building 
policy by industry, but the recent letter published by 
the banks asking for moderation in requests for bank 
advances shows that there is some apprehension in 
responsible quarters that inflationary potential is 
on the increase. Such a potential could have a serious 
effect on export prices at a time when some goodwill 
has already been lost by delays in delivery caused by 
the recent strikes. 


Sale of State Lorries 


policy regarding the state-owned lorries still unsold 
to private enterprise is being reconsidered. A further 
statement is to be made before the end of this month. 
There remain only about 8,000 such vehicles out of 
|an original 31,000 to be disposed of. The Disposals 
Board decided that the requirements of the Act 
would be met (so far as encouraging small men to 
come back into the industry was concerned) if 
15,000 lorries were offered in small lots. This was 
done and has been one of the successful sides of the 
operation. In addition, a further 1,000 or so will be 
sold including special vehicles, 4,000 are to be placed 
ну a parcels service to be run by а new company 
which has already been formed and 2,000 have been 
placed in the contract-hire category. 

Most of the balance, which forms the group now 
coming up for reconsideration, is at present 
operating the trunk road services of British Road 
Services. The issue at stake is, therefore, whether 
these remaining vehicles should be operated in- 
| definitely by B.R.S. and what should: be the status 
of that organization. Shotild it operate in competition 
with the railways and in competition with private 
enterprise? 2 ' 





It had been expected that the impact of the railway: - 


The position could be worse, ‘but it is not satis- ` 


On Monday the Government announced that the . 
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~ Gloom in Cotton 

Абсога пр to recent statistics put out by the Cotton 
Board, the Lancashire cotton textile industry has 
lost 18,000 workers in the year ended May 1955. 
Average weekly production of cotton and’ rayon 
fabrics in the: same month was 53:2 million yards 
compared with 57:5 million yards at the same time 
in 1954. In June, the general position did not 
change: the picture in cotton textiles, less so than 
rayon, is of uncertainty and disquiet. The prices of raw 
cotton and the continued heavy importation of foreign 
cloth are the main current causes of pessimism. 

In the five months ended with May, exports of 
cotton yarn were down in value by 8 per cent, woven 
cotton fabrics by 12 per cent and rayon and synthetic 
fibre piece goods by 23 per cent. By contrast, imports 
of cotton and rayon yarn and cloth increased by 23 
per cent over the same period. This is a grim state of 
affairs for an industry which is operating against a 
background of boom conditions in most of the 
country and buoyant public purchasing power in 
the home market. Fortunately for Lancashire, there 
is much greater diversification of industry than was 
the case twenty-five years ago. Labour can move to 
other occupations (except for some of the female 
labour which will not probably seek other employ- ` 
ment) but much of it will not come back to cotton 
when prosperity returns. 


Exports and the Strikes 
The nation's account for the rail and the dock strikes 
is now being presented. The first instalment is a 
large one. In June, exports were reduced by £165 
million and there i& no doubt that most of this 


“+ 


. decline was caused by the strikes. By comparison, 


imports were slightly higher. Тће result was that the 
adverse balance for June leaped from /32-6 million 
to £128-8 million. It is apparent, too, that the flow 
of exports to North America was severely affected. 
Shipments to the United States were down by f2 
million to {11-4 million and those to Canada de- 
clined £9 million to £6 million. 

It ' seems likely that the effects of the strikes will be 
working themselves out over the next few months. 
A strike which affects the flow of overseas trade has 
the additional complication that it distorts the trade 
figures for a run of months. This is already apparent 
in the provisional June statistics published this week; 
for the very different behaviour of exports and im- 
ports suggests that the impact on imports (which are 
subject to a rather different time-cycle in being 
recorded in the customs statistics) has still to be 
seen in the official import figures. 

In a sense, the import figures are rather more 
significant at the moment than those for exports, 
for one of the signs of success attending a dearer 
money policy (carried a stage further in February 
when Bank rate went up again) is its effect on imports. 
These should be sensitive, at least to some degree, 
to higher interest rates and the consequential reduc- 
tion in stocks held by industry. 
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FINANCE AND COMMERCE 


Continuing evidence of internal inflation in the 
country is still pushing up industrial equity prices 
despite some profit-taking setbacks. Activity in the 
equity sections remains high. On the other hand, the 
need to retain and increase credit controls keeps the 
gilt-edged section in check. High Local Loans rates, 
weakness in sterling and the £100 million Gas Stock 
issue provide a market background which hardly 
suggests any early improvement. 


German Ships 

A тегу у practical object lesson applicable to current 
events is given by Mr W. A. Bennett, the chairman 
of Associated Fisheries Ltd. His company recently 
placed contracts for two modern trawlers to replace 
five small ships at the end of their effective life. 
Before doing so, the board obtained quotations from 
United Kingdom shipbuilders and also in Germany 
for building these vessels to agreed specification. 

- The basic price quoted for a British-built ship with 
three years’ delivery was in excess of the last cost for 
a similar vessel and there appeared to be every likeli- 
. hood that demands for higher wages to operatives 
would increase the price materially before delivery 
date. Against this, reputable German builders quoted 
a firm price substantially lower than the British figure 
with guaranteed delivery in thirteen months from 
placing contract: 

Mr Bennett says the directors were very reluctant 
to place orders abroad but they were left with no 
alternative in view of the quotations received and 
their responsibility to stockholders. The first of the 
wage increases about which they had been appre- 
hensive actually materialized within a month of their 
signing the contract with German builders. 

British shipbuilders and their operatives, says Mr 
Bennett, would be well advised to consider carefully 
ways and means of meeting this growing competition 
both in price and delivery from a country which 
ended the last war with barely a shipyard intact but 
was able last year to export 520,000 tons of shipping 
out of a total of almost a million tons built. 

The company’s accounts, which we reprint this 
week, give a very close idea of the ‘big business’ in 


the fishing industry. 


Subsidized Shipping 

Drawing attention to the reflection in the balance 
sheet of ‘one of the periodical freight slumps to which 
the British shipping industry is peculiarly susceptible’, 
Mr E. H. Watts, the chairman of the British Steam- 
ship Co Ltd, gives an indication of the:type of foreign 
competition which the shipping industry has to meet. 

Several of their competitors, he says, including the 
Americans, Germans, Italians, and Japanese, receive 
assistance. from. their Governments which enables 
them ќо face variations in. the world's overseas trade 
with more equanimity than the British, who are 


entirely open to foreign competition and wholly 
unsupported by the British Government. 

Mr Watts quotes an instance of a Government 
putting up 40 per cent of building costs and in 
return receiving net earnings in excess of то per.cent, 
whilst guaranteeing the shipowners against . loss. 
British shipping, he says, has a hard struggle against 
such heavily-subsidized competition. 

. Readers may have noticed in the recent Anglo- 
Argentine trade agreement the undertaking not to in- 
dulge in flag-discrimination which, in various forma, 
has the objective of securing for the ships of the* 
nation. concerned the carriage of goods in which it 
deals. Here, at least, is scope for action by the United 
Kingdom Government when negotiating trade ae 
ments with other countries. 


The Full Circle ` 
The of an extraordinary meeting by Ransomes 
& Rapier Ltd, the Ipswich engineers, for the purpose 
of re-converting the company’s capital back from 
stock into shares turns the wheel round the full circle 
– except that the shares will now be unnumbered. ` 

Many new-comers have entered the profession 
since companies began to change their capital from 
shares into stock somewhere between the two wars, 
and will probably not see this action by Ransomes 
quite in the same light as those who have watched it 
happening from the beginning. 

It all started as an economy move: a saving in time 
and consequently money in the registration of share 
transfers. Company chairmen disclosed most extra- 
ordinary cases of transfers of shares composed of a 


- large number of small blocks and of single shares. 


Thé mere writing down and checking of the figures 
involved clerical time out of all proportion to the fee 
for the registration. * 

The Companies Act of 1948 gave a more practical 
system of unnumbered shares but still left it necessary 
to make new issues of capital in share form with the 
consequent necessity of changing the new shares into 
stock. . Ге Е 
So back into shares goes Ransomes & Rapier and 
it would not be surprising to see other companies 
following the same line. 


Robbialac Accounts 


The accounts of Jenson & Nicholson Ltd, the makers 
of Robbialac paints, at end-1954 show the effect 
of the reorganization which has turned the company 
solely into an investment holding company. Fixed 
and trading assets have gone out of the balance 
sheet and. interests .in subsidiaries account for 
£2,579,774 o£ the balance sheet total of £2,631,887. 

The board has. also decided that the whole of the 
trading profit of the manufacturing companies in the 
United Kingdom shall be transferred to the holding 
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company as dividends and to create such reserves as 
may be advisable in the holding company’s accounts. 
‘This arrangement, it is pointed out, accounts for some 
of the increase in the amount of available profit 
shown in the directors’ report. 

The directors emphasize that it is only the United 
Kingdom manufacturing companies’ profits which 
are wholly transferred to the holding company. 
The policy cannot be adopted where there are 
minority interests and it is inadvisable to do so, it is 
added, in the case of overseas companies (where there 
are no such minority interests) because certain 
exchange regulations might make the transfer of 
dividends difficult. 


Money Market 
THe average Treasury bill rate was maintained at 
£3 195 4:604 per cent on July 8th when applications 
totalled £403,805,000. At the repeated bid of 
£99 os 2d the market obtained 56 per cent of require- 
ments, the whole of the £280 million offered being 
allotted. This week's offer is £260 million. © 
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ASSOCIATED FISHERIES LIMITED 
Statement of Reserves for year ended September 30th, 1954 





Capital | Revenue 
Reserves | Reserves 





“ON 
B 


(1) Amount Written off Investments in 
Subsidiary Companies to eliminate 
Goodwill 

(2) Liquidation Expenses Incurred in wind- 
ing up a Subsidiary Company 


Balances at September 30th, 1954 


on 


Net Profits on Quoted Investments sold 
aa M оп Assurance попав 


мес" Рат on Trawlers Fold 
4) Net Surplus on Sundry гро Assets sold 
Transfer of Provislon for Depreciation of 

Investments no longer required - 


.. 


Notes: 
, (I) The figures of Capital and Revenue Reserves shown above are applicable 
to the Interests of Associated Fisheries Ltd therein. 
ay The Capital Surplus was applied on December 31st, 1954, to the extent 
ЮЕ in the issue of fully-pald Shares to the Ordinary Stock- 
| ers. 





ASSOCIATED FISHERIES LIMITED AND SUBSIDIARY COMPANIES 


‘Consolidated Profit and Loss and Appropriation Account for the year ended September 30th, 1954 





























Р 1953 * P | $ 
567,080 Trading Profits of the Group .. n ss ay b. lu d cos £24,973 
13,708 Income from Quoted Investments à wie wie x ; y , | 17,837 
9,663 Income from Tride Investments ve EN m M ur Va . бв ve : 11,821 
2,870 Rents of Pro e S ЊЕ si Ре , 3.108 
низ: Interest on sx Reserve Certificates and Bank Md other Deposits, less Interest pad .. .. wr 4.498 
59 Transfer Foes pop 3n ue. FER Te dea Vu OY OE 7 
604,531 | 862,297 
D t 
Directors’ Remuneration: 
2,100 As Directors . ki A - А " "M x 1,800 
37,961 As Executives. - НИ И Lon no 420 | 
1,000 Pension to Widow of fe Director .. RH E . Я - we e 1,000 Pan , 
3,956 Auditors’ Fess .. ae ded і 4,087 
Depreciation: Я 
188,543 Annual Depreciation .. Я Vw ,900 
43,278 Speclal Writing-off m m 97,719 
— 423,619 
Taxation — based on the profits | 
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467,512 ——— — —— 682,990 
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ñ Add Aojustments relative to rove. Years: ead 2,064 
2,580 axation recoveries an: ns not requi sie ss ae .. P ^ . 
_ 467 Deduct Amount written off Goodwi mm cua m mm 1 . 467 
112413 1,597 
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11952 ——— —— 1,65} 
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170,284 Deduct Profits applicable to Associated Fisheries Ltd recalned by Subsidiary Companies .. a . 67,189 
75,748 Net Profit of Associated Fisheries Ltd oe 109,126 
664 Add Balance brought forward from the previous year . ae 324,416 
397,412 ^u 433,542 
. Dealt with as follows: 
Dividends for year.to date: 
12,234 Preference Dividend of 4$ per cent pa eu vt 4 12,375 
7.137 Preference Dividend of 7$ per cent (less .. Tm 7419 
13,406 . Interim Ordinary Dividen aot 24 per cent ( red tax) 13,406 
а Proposed Final Ordinary Dividend of 9$ cent Auer tax) on ! Ordinary Сары а as x Increased to t 
40,219 £1,308,000 on December 31st, 1954 . А А аж ou 67,925 
72.996 ——— . i tU $00,925 
£324,416 | Balance of Profit carried forward to next your 1, .. ds Bs s% oe se | £332,617 


July 16th, 1985 


THE -ACCOUNTANT 


72 


“EIOLPRY “S361 "RZ Indy 
"зипдипог>у рајомоуј ‘Tq 'чорџот 
E ‘OD ж TI3HOIIW *IODAWVMW ‘уза  * а | "our јегиошио || 
"өзер IYI UO popus wok aq јој dnoJs) et jo pus Аџвашод eu; jo 3goJd 293 jo uno» #2071 рив зџола резерјјот)о) ou jo отео 9943 шу риж "е6[ 'Ч30Е 
zequieades Tt Se SojJe|p|Sqns sy рик Аџташ 943 jo #1 jo #3833 993 JO IGSYS exus[rg POTEP{JOSUGT) өцз jo BERD 913 uj ‘MBIA 29у рие оплз в ‘ALTEdWOSD eu jo жзәдшәш eq suJe2uoo 3j se Jtj OF '3A|3 оз зв OF '8у6] 
"v sejusd Wo eus цэл озиврјоозв ut peuedeid Ајлодол4 ueoq влву s3unoo»y dnoje) eui uojujdo ano uj {sn Aq розјрпе изад sey гојларрјвапо YDIYA jo euou 'seLrejpisqns sy pur Autduio^) 943 jo muncosy perpne 
993 YIA 's244959] JO JUSWOITIS OYI YIJM 29032202 “JUNO IY кво] pue зуоза резерјуовџо5 рив 3934S SUTIN резврјјозиод pexeuus eui jo Juj3sjsuc2 рит розушапа ззипозау dnous) eui реџушехе OABY BAA 
"WS6! "ROE toquisides 38 ss ере s, Аиеішоо eu» jo III! 943 JO моја ер PUT on43 е S9A[S pus ‘pesjnbes os Jeuutut 292 ur 'gyó[ ‘OY гајив а шод eui Aq релупбеј порвшјојиј 943 JUNOIIY S807 
pus зуоза разврцозио5 eus Чил dotioun ju; U} 59,12 1400q 992 Цар 3ueumgo27t uj 8 Чорум 19945 o»ue[eg pret уз ‘sn целу3 suojsutjdxe 243 03 Jujp1oo9s pue uopntuLoju| UNO jo 19994 эці 01 put uojujdo по uj 
И ^ "KuzduiO^ 942 Ад 3dox чеда sazQ 3unoo3 jo TYCO Jedoud ‘појзащипхә 


аши s3nidHSli GilVIDOSSV JO SHABWAW JHL OL SYO.LIGNY JHL JO 1HOddu 










































































TOS'OBE'EF , *L9'£9'E3 00087 Ура 
` • 
¥09'0IT 21969 
57619 Ps i. ** (39u) puopjajq Алецрло peui ротодоја 6it'or 
9orti ¥S61 NPI 4290390 реа (399) puepyrig ArwuipiO wasu — 9op'r] 
868+ zt р RU hs 77 ¥S61 “зо Jequexdog 668% 
01 uow зе ru Ponie (399) зрџорјацј Duaod 
9t6'9€ ai o DD Ryo ponmoy pus X1o3]peJ) puns — gyj']] 
ES D a s EE 2 DEED uonwxe]. за 
: 5702 LYVAASLS Ol6'rk i 2% со Из ЕН ~ IPUPIOAO хот == 
"£101524/( sanger 3ug44n7) 
ЈІЗММЯ9 'V "AA 
ý 88/'807 ps dE sojusdujo Атђрјвалб оз Sup«o nunowy £8k'E£6 
ита шод Aiwjpisqns 
0111927 SIS HIT 
ATSEOL —— —  S£0'8k 
9 LID'TEE i E. ** aunoooy uope[idojddy 1107 put дола ИЕ 
А ; an ¥06'0S+ 619% 
КӨЛЕ ——— : 68741 - i 
. EM oe oe .. .. S .. зитоооу зиәшпо 61877 M Sac .. ни .. .. .. редпђеј 19300] 
.— 52 te si d 2 9: зипозоу угоде 000'k9Z ou zjusuns2Au| jo uopepəsdəp јој чоло PPY 
$ тєношре 3D YsDy Я 619'E% 77 EGGE 'Ч10Е 1equie3dos зв өоиегең — 9AJoto elauso 
== Y pr] OD шәшптәлир әфәл раена ае ed EST IGE i SeAsosey опизлон 
5 ^ “ES: : a s 
14153 - 0961 POE Joquiosdag зз enje зе) . "ippotppois UEU PIO 943 оз тәлацс pred 
9875 t E d tt 3502 28 $3u9UAs9AU| PRONO $00‘ 17 i-us ~Ajjny jo ones эц ui “SZEJ JO 3u91Xe 943 03 *y66] jE 
905 · xt кЧ ts RuewAedeig put згоздәс puns 165% A4equie»e(] uo paydds sta sniding јазјаео eu] – ом 
== m d "t > "7 (you) гјаолелозеу uonoxo 1€£6'0c 68518 — ——— ОВР 
sassy зиодап O£O'FSE me 27 [Mpoo әзешштр оз ғәшжішооу 
Astipisqns uj fjugu3s9AU| Ноам munowy pnpeq 
: (11002 — 2561 'Е9СУСО В 619'189 
B Оз зипошв sopi[od 2л048 oy? jo sanpsA Jepuojans ou) . 
£98'FTE ЕЕ па Ју да Ss өзар оз pred гшпушоа 1Е0'62 УЕ a peimeus sep[od soutunssy uo midang 
t = врта IPO рив 19616 es P[Ox SUSUNU] розопф) uo цог зәм 
| 407283] q BujFeuep] jo soarg uo озивапау jo ге рпод 11681 Mix Tt 2t ^' Аџљашој Kitjpisqns в 
5 s Ul 3ugusgAU] jo uopepinbj uo рдајозој siding 
079661 Ез It d zn 33502) зе s3uei53s0Au] epe]. EBB'EE 28+'09Е ки 12 MA RA ** sesnjding [23] 
Е jo ino тәјижіш Áumprsqng Aq suojinquasiq 2 
50Е'805 2 | SIW HST -> ово. — Е561'"430Е Једшоз до зв oureg- зипоооу sn]dans јез] 98 
; :89A4€52 udeg 
у 001'65%'1 Е vs so[ueduio Armppiqns 49 Zumo nunoury 85/806 
50060" 1 LIS'S19'] 000'059'1 OO0'000'C7 000'059'"1 
106'89% P» A af EN A ** 6k6l 'PJET 5 10518» = 000'0SE > dir fx ee (pes sg jo 59896 Kreuppao T 
3 199шәз0ә5 зв HOPG 993 Aq pen[wA ту — S3u9u3soAu| 0006246 0007546 77 ^7 "++ (sg jo sun uj) posg Ара 0005/6 
> ,868'084 ко ds T но ue3iH4 Nuno’ put ponsas 0IZ'981'l O00S/i- O00 SZl jol 30 19] ur) posg Узи9Јојоз4 оабејпшпо 1133 199 $7 000" 21 
р . aos uopjrnbo*-eid рәр ‘800 Зу — fiueunseAu 000'005 000°005 1749 HUH up 32025 s2uo19j91d pepun y 3192 109 $y 000'00< 
sajusduio) Алдрјаупд ој 
3 3 ~ 7 7 7 7 x V t 7 
TE 5561 “NOE pansy — pernogny ES6I- "ROE 
гваш ty ў : 199181495 ту 





561 "4206 sequia deg 38 тв 32945 exuepeg 
азии: SAINAHSId G31vID2OSSV 


со 
~ 


THE ACCOUNTANT 


July 16th, 1955 
































SEv'ySS'yF ЕВРА 
57105 1uYAMIS 
"исеца ` 
LAI3NN38 ^V "AA 
'payprna s) toasesey чо SuontiodQ jo ausuioims v (0 
- '(000'8913 — £561) 020%057 51 20; pepiAcud 
JOU әзпуриебхә pedro јој NIEUD jo sous[eq 941. (1) 
злом 
— —— NP 694'00€ 
ОЕОЗЕ m .. .. "s 25 [It^ poor) 
озтушца оз руу £iousij рәзвіоозту Aq зоршташој 
Алтриа пе uj S3uouisoAu| HO u933)3 AA fiunoury зэпрес 
ОЕО'УЗЕ em HE ne os ae Sd ** yo uox 
пошт SSO; "пору пбзе jo SVIEP 3€ 39158 100 jo en[tA 
оо jo uoj140do4d oirtidojdd'* 993 Joao зашта шод 
: 'tjpisqns Up $8.85 JO 3$02 JO $$92X9 JOU PUT ||умроод ; 
L9B'Ek&'] — e E95 86172. 
10678! ae ys tto put up pus soyurg 3t Ust?) 66487. 
= py] сә »ueunseauj Asedarg рори inj ysodeg — ESI'IS] 
4 (652 91Е7 ~ 2561 
- {Leb LESF — #961 ОЕ 2equieidos зж onpeA 14E) 
GBT HHE et БЫ st ** — 3500 ув Sjuguu3seAU| розопо) SO0'FZZ 
.661'895 sorua yedoid рит sicaged Aipuns put әрә . 864'59Р 
"16214 ** војувашо5 993 jo шо Aq рәп[вл se 32035 101'104 
£91'itl Ws ESI; tto tt Sadho, poiepdurooun LLL 
с uo озпајроодха pus рітод UO $9J035 PUT ION JO 42025 
sessy Juano 
CIHO'ZOC3 — 6561 УСС 03 
. зипошт зәјцоц GAOGE 993 JO fenjtA 1opua.Lins FJ) 
E98'rc£ vt rf I did +: wiwp оз pred ғшпшәза 15062 
: кајака зоо рив 
влоззв да Su|Seut y jo marg UO o»utAnss y jo го 2 [04 
vSE'ECE * ne y" Ж d s3ueunseAuj opu j, 97901 
(әпурд жооң зәм) gzy' £r9'! . 
69E'86k'Z 
ISE'C96'| 108'S88'T7 751'878' 77 69E'86&'73 28507 
6ET'E DET бЕСЕ зјсој 22001, m 1264 ^ 
0РВ'ОС 299 61628 Rid 77 tt, SPISA Јозо 19046 661 ££ 
КЕ 9097 — .06619 3ueudinb3 pus s3uj3|4 ^eJn3ju 4n 6165 286'85 
ОДРЕ 570'061 ЗУСЕКЕ es. v E Arouposp pue зое 27165] 169'0sc 
oar 'Er = 08У'ЕР . gs "n "* | uoppnaasuo 8261008 — E68'L69 
Jepun ajme] jo зипозоу uo NUaWARY 
OFS ets‘! бре 970706Е T kA y» Ku tt әмер КЕ! 19012 
9££ t9] £90'07 66t'LEC sepasdosg рјоцоввој 290 29 E68'kEZ 
УН — Srü'8t ова! сојмобола pjoyossy THe VE 906'TLI 
sosy poxid 
3 Ej 7 AUT 7 7 
vopbjosudeq uoponjDA б uonopaideg UonbnjDA 
резојпштаоу 40.3509 «peinjnumoay 20 2502 
. ES6I "DOE 
Faqurandas ју 











I81'Z£0'! 


10996 


SpZ'£St'E 
110 701 

















St6'49 (19u) ригррја fup jeug рзгодоја 
90r'£l a (329) ризртаја АзжшріО шнәзиј 
8587 37 (eu) spuepjAi]] s2u919j91d роплооу - 
їрзү.зәрәҷац рәзерозту jo spuopiajq | 
007'01 IU $5 tto Gupedoy релеја 
188'55] ox i. NYY JeJeti[ | 
£I0'sIt 2 uop Exe uang 
(145 1033-7) Penny pus #1031рэ2о opti 
016% Уз 5; tU ЗУМРЈЗАО Jurg 
591311917 Juang 
is 29 dd ** озәләцз e[qianqpazw ][|[ poo) 
s32| ‘NYA peinqpnsjpuf) pue soAjesey [dw 22—05 
saj4S|pisqng Jo s4epjoqusuus OPINO jo s3sa4o3u[ 
хеј ешози опала 203 орњу 395 3unotuy 
685'097 p у 
68149 57 < 77 аб! not 298 #8708! 
-uio3dags оз 1804 Uj pouja £30Jd PPY 
O0'£617 и = s ** £S6] “WOE SEL ECF 
Jequie3dos c3 fi[joild рәзејпшпээҹү IIN 
ipi] s9Houst] 
pesmposszy оз ој 9498 "гојивдшод Are|pisqns jo s3g04d 
LI9't£E t" pi] Rysy разврову – зипозо у sso] put 3goJd 
5098 РА me i. an +. жәлзоғәү [925 
Е ФВАЛОТВЦ зпиоавџ 
"кләр[оцоз5 Areujp1O 993 оз вәлецс ртед-Аупј 
jo пе! 943 uj 000 9767 JO зџезхо OY оз аб] “ISTE 
Jequig»e(] uo род в сва snjding jejdey 941 —'9)0N ` 
.. oe .. an .. s snjdang јез" 
S9A4989H ГЕЗ! 
000'000'73 
000'05Е 5 этә sg jo sores АВРО 
00056 7 т "и (58 jo mun ul) 52035 ера 
ox SAI sp] jo tiu up 42035 92u949j934 vAnzjntun- 3023 Jod #/ 
000'005 p jo niun al 2035 озигзојоја Фазе типа 3u02 298 
p31 Hays розвјровиу jo pedeo 91845 
7 
pezproqimy 

















па E6F'EBK Y? 
Ё on. 
E 
——  SI9'89L | 
ПТА ТИНЫ 
ФОКЕ! ^ : 
68% 
sill i 
292'091 : 
12811 j 
EEZ'S6E v 
££0't£ 
z6lI£l 
. 665'05 
9ЕЕ'696 
OOF'ESI 
. ЭУЕ 
009199 
. Е9'1Еф 
-> 
.000'059"! 
000'526 
000' 521 
000'005 
7 3: 
£S6I "ROE 
Jequsdes 3y ' 





#861 ‘чзбє ход изоз095 зв ве 32945 oourjeg розврџовиод 
GALWN ѕагчанѕіы GALVIDOSSV 














74 THE ACCOUNTANT 


July 16th, 1955 


CORRESPONDENCE: 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. - 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Capital Profit Distribution 


Sir, – It would be interesting to know by . what 
process of reasoning the Royal Commission on the 
Taxation of Profits and Income reached the con- 
clusion that capital profit not chargeable to income 
tax in the hands of a company should become, on 
distribution to its shareholders, taxable income in 
their hands. The distribution of the profit can hardly 
change the nature of it. (vide Majority Recommenda- 
tions, Chapter 27, No. 48, para, 808). 
Yours faithfully, 


Eastcote, Middlesex. G. R. WELLS. 


. Company Accounts: Share Capital 
Sir, – The answer to your correspondent Mr Percy 
E. Wallis (July 2nd issue) is – one does. 

The memorandum need only state the amount of 
the share capital and its division into shares of fixed 
amount. The division into classes etc. and the rights 
of the members in respect thereof are more a matter, 
for the articles (Andrews v. Gas Meter Co, [1897]). 
The enabling section is therefore Section 23, Com- 


Yours faithfully, . 
L. J. PRATT. 


panies Act, 1948. 


Beckenham, Kent. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, July 6th, 1955, at the Hall of the 
Institute, Moorgate Place, London, ECz, there were 
present: 

-Mr W. S. Gatrington, President: in the chair; Mr A. S. H. 
Dicker, Vice-President; Messrs Н. Gartoh Ash, ове, 
M.C., W. L. Barrows, Sir Harold Barton, Mr T. A. 
Hamilton Baynes, Sir Bernhard Binder, Messrs J. Blakey, 
C. W. Boyce, c.B.E., W. С. Campbell, P. F. Carpenter, 
D. A. Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
W.G. Densem, G. R. Freeman, P. F. Granger, D. V. House, 

' Sir Harold Howitt, ова, D.8.0., M.C, Messrs W. Н. 
Lawson, C.B.&R, К. B. Leech, M.B.E., T.D., R. McNeil, 
5. Ј. Pears, P. M. Rees, M.C., P. V. Roberts, L.W. Robson, 
Sir Thomas Robson, M.B.E., Messrs С. F. Saunders, 
Gilbert D. Shepherd, M.B.E., K. С. Shuttleworth, В. 
Smallpeice, C. M. Strachan, ове, E. D. Taylor, E. 
Gordon Turner, M.C., А. D. Walker, Sir №. E. Waterhouse, 
K.B.E., Mesars M. Wheatley Jones, E. F. G. Whinney, with 
the Secretary and Assistant Secretaries. 


Death of Mr Herbert John Page, Е.С.А. 
The Council received with great regret the report of 
the death of Mr Herbert John Page, F.c.a., London, 
a former member of the Council. . — 

Readmission to Membership 
One application for readmission to membership was 
deferred. 
Exemption from the Preliminary Examination 
One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 

Reduction in Period of Service Under Articles 

Four applications under bye-law 61 for a reduction 
in the period of service under articles were acceded to. 
Exemption from the Intermediate Examination 
‘Three applications under bye-law 85 (b) for exemption 


from the Intermediate examination were acceded to 
and one application was not acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to- two applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. 


Articled Clerks in Industrial Orpadisatiuns 


One application under bye-law 58 (c) from an articled 
clerk to spend a period not exceeding six months in an 
industrial] organization during service under articles 
was acceded to. 


Appointments to Committees 


'The following members of the Council were appointed 
as representatives of the Institute on the Co-ordinating 
Committee: 

Mr W. 8. Carrington, Mr A. S. H. Dicker, Sir Harold 
Barton, Mr D V. House, Sir Harold Howitt, Sir Thomas 
Robson. 

Mr W. H. Lawson was appointed to serve on the 
Overseas Relations Committee. 


Certificates of Practice etc. 


It was resolved: : 

(1) That certificates of practice be issued to the 
following seventeen associates who have commenced 
to practise: 

Adams, Peter. William; 1952, A.C.A., (Heathcote & 
Coleman), 39 Temple Row, Birmingham, 2, and 69 
Harborne Road, Birmingham, 15 

Beard, Robert James; 1936, ACA: (*Walter Johnson & 
Partners), 23° High Street, I, Commercial Road, and 4 
Milton Road, Swindon. uM 


* placed against a Firm Name annie that the Firm is not 
exclusively composed of members of the Institute. 
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Sutton & Co), Broa 

Haymarket, London, SW1. 

Burton, Dennis Harry; 1952, A.C.A.; (fBertram Kidson & 

Co), 17 Waterloo Road, Wolverhampton. 

Clark, Sydney Ernest, M.A; 1951, А.С.А.; (Critchley, 

Ward & ‘Pigott), Boswell House, 1-5 Broad Street, 

Oxford, and at Bicester. 

Davis, Kenneth Edward; 1952, A.C.A.; (Armitage, Davis & 

Co), 63 London Road, Enfield, Middlesex. 

Davis, Leopold; 1953, A.C.A.; 45 Waller Street, Luton. 

Elliott, Peter Albert, в.А.; 1955, A.C.A.; (Р. A. Elliott & 
been 692 Pinner Road, Pinner, Middlesex. 

Higgs, Walter Albert omas; 1954, A.C.A.; (ФН, А. 

Merchant & Со), iM Uxbridge Road, Ealing, ndon, 

| Ws, and at Greenford 

(Langton, Horace Eric Cecil; 1953, А.С.А.; (Jeston Black & 

« Co), 109, Kingsway, London, WCa. 

Larkins, Brian Hunter; 1951, A.C.A.; (Howard Smith, 

TA mpson & Co), 11 Waterloo Street, Birmingham, 2, 

at London. . 

Lawrence, (Miss), Marion Ruth; 1954, A.C.A; (M. 

Lawrence), 6 Wendover Court, Finchley Road, London, 

NW2, and Terminal House; Grosvenor ' Gardens, 

London, SW1. 

Smith, Joseph Henry; 1952, А.С.А.; (C. Н. Arkley & Co), 
4 Alma Place, North Shields. 

Stem, Harvey "Bernard; 1955, A.C.A; 161 High Road, 

South Tottenham, Lond on, Nis. 

S an, Ivan Phineas; 1953, А.С.А.; (*Carr, Sugarman 
& Co), Ground Floor, mmerce House, Middlesex 

Street, London, E1. 

Ward, Anthony George; 1950, A.C.A.; (Hobbs, Jackson & 

Ward), 9 Castle Gate, Newark, Notts, and at Retford. 

Wren-Hilton, Christopher; 1954, А.С.А.; 51 Queen Street, 

Blackpool, and at St Annes-on-Sea. 


(2) That seven associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 
31). 
(3) That one applicant be admitted as an associate 
under clause 5 of the supplemental Charter (bye-law 
31). 


d House, ' Panton Street, 


| 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Harold 
Arthur Simmonds, F.C.4., was at the General Session 
held at the Central Criminal Court in the Old Bailey 
on February 22nd, 1955, convicted on indictment on 
a charge that he conspired with other persons to cheat 
| and defraud divers of Her Majesty’s liege subjects 


order to participate in transactions relating to the 
business of insurance, во as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Harold Arthur Simmonds, F.c.a., had 
been proved and the Committee ‘ordered ‘that 
Harold Arthur Simmonds, r.c:4., be excluded from 
membership of the Institute. 





who could be induced to part with their moneys in’ 


THE ACCOUNTANT 75 


Brisley, Charles Alfred; 1937, А.С.А.; (Shipley, Blackburn, . 


A list of those who complete their fellowship or 
membership before July roth will appear in The 
Accountant of July 23rd. 


` Chairmen and Vice-Chairmen of Committees 


The Secretary reported the appointment of the 
following Chairmen and Vice-Chairmen of Committees 
for the ensuing year: 


Committee. Chairman Vice-Chairman 
Applications L. W. Robson G. F. Saunders 
District Societies E D. Taylor C. M. Strachan 
Finance E. D. Taylor . Sir Harold Gillett 
General Purposes S. W. Cornwell D. V. House 
Investigation T W. Boyce J. Blakey 
Library P. F. Carpenter 'T. A. H. Baynes 


Ovaries Relations Sir Thomas Robson $. J. Peara 
Parliamentary yes G. F. Saunders 8. J. Pears 
w 


Registration. of Articles 


The Secretary reported that 46 articles of clerkship 
were registered during the month of June 1955 as 
compared with 43 in June 1954, making a total of 
535 since Januaty 186, 1955, as compared with 566 
for the same e porodi in 1954. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Mardick Damadian, A.C.A., Kitale. 
» Gerald Bertram Edelman, ¥.c.a., London. 
» Henry Finch, a.c.a., East Molesey. 
» Henry Grindall, a.c.a., Sutton Coldfield. 
» john Henry Guy, A.C.A., Beaconsfield. 
^, Allan Moorhouse Henshaw, a.c.a., Manchester. 
» Baldwyn Lowick, Е.С.А., Singapore. 
© » Louis Nicholas, r.c.A., Birkenhead, 
» Alec Stuart Oldman, F.c.a., Blackpool. 
» Cecil Paul Olver, A.C.A., London, 
» Richard Oscar Reed, F.c.a., Hull. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
hearings held on Fune Ist, 1955. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that George 
Alexander Robertson, F.c.a., had been guilty of an 
act or default discreditable to a member of the 
Institute within the meaning of clause 21, sub-clause 
(3) of the supplemental Royal Charter.in that he 
committed an act of bankruptcy within the meaning 
of Section x (1) (g) of the Bankruptcy Act, 1914, as a 
result of which a Receiving Order under the pro- 
visions of the Bankruptcy Acts, 1914 and 1926, was 
made against him on February 23rd, 1955, 80 as to 
render himself liable to exclusion or suspension from 
membership of the Institute. Тће Committee found 
that the formal complaint against George Alexander 
Robertson, F.C.A., had been proved and the Com- 
mittee ordered that George Alexander Robertson, 
F.C.A., of 95 Blenheim Gardens, Wallington, Surrey, 
be excluded from membership of the Institute. 
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| ANNUAL CHURCH SERVICE . 


At the conclusion of the meeting, members of the 
. Council joined other members of the Institute for 
the. annual church service held at midday at St 
Margaret, Lothbury, EC2. The service, at which the 
congregation numbered over eighty, was conducted by 
the Rector, the Rev. А. John Drewett; M.A., B.SC., and 
the lesson was read by Mr W. S. Carrington, F.C.A., 

President of the Institute. | 


The Sermon ` 


Mr Drewett took as his text ‘Not slothful in business: 
fervent in spirit: serving the Lord'. (Rom. xii. ii.) 


Welcoming. the President, Council and members of : 
. the Institute Чо the ancient. parish. church, within. 


whose boundaries the Hall of the Institute is situated', 
Mr Drewett continued: 


Members of your Institute form no small proportion. 


of those who work in this parish and it is my fervent 
hope that as time goes on I shall get to know many of 
your members personally. Ihave alréady had the great 


pleasure of dining with you on two occasions and it adds. 


to that pleasure to be able to welcome you here this 
morning to take part in this corporate act of worship to 
Almighty God. + ' 

I have chosen for our consideration — a 
little of that advice which the Apostle Paul gave to the 
small and struggling Christian community in Rome in 
the first century of our ега. The Epistle to the Romans 
is his longest and most difficult letter. It contains in its 
first eight chapters a deep and penetrating analysis 
of the Christian faith. But having laid down, as it were, 
what a Christian man ought to believe, the Apostle 


sketches for our benefit the kind of life the Christian- 
ought to live. For him there is по divorce between: 


belief and conduct, between thought and action, 


between religion and life. Right belief issues in right> 


conduct. 'The Christian community in Rome are not 
: only people who believe certain things which mark 
them ов from their neighbours, they are people 
whose lives are different. Christianity survived in the 
pagan Empire of Rome ~ then in its decline ~ because 
Christians outfought and outlived. their pagan neigh- 
bours. 

Let us, therefore, look more closely at these three 
terse phrases. Christians were to be examples to 
others in the conduct of their daily affairs. Тћеп, as 
now, there were many who watched the clock; some 
even ceased work because they thought that the end 
of the world was near. No doubt, in pagan Rome as in 
modern England, there were many opportunities for 
wasting time. The Apostle, who was one of the 
hardest workers the world has ever seen, had no use 
for laziness. He was concerned that Christians should 
set an example in the stewardship of time because he 
believed, as all seriously-minded men must, that time 
is a precious asset which must not be squandered away. 


The Real Purpose of Life s 
But perhaps a word of warning is necessary here. We 
need'sometimes to ask ourselves what the purpose of our 
activitiés. really is. There are many men іп this great 
city who are anything but slothful— in fact their 
business makes such claims upon their time that they 
hardly ever think of: thé real purpose of life. Our 
work can indeed become во all-absorbing that it almost 


becomes the ultimate end of life itself and ae this 
happens, all the spirit goes out of it and it becomes an 
increasing burden. The body, too rebels — is there not a 
street in Chicago which now goes by the natne of 
Thrombosis Alley? We must never forget that: the 
life is more than meat and more than the work which we 
do for a living. 

The phrase ‘fervent in spirit’ is translated by Di 
Moffatt as 'maintain the spiritual glow'. It is not 
difficult to appreciate the meaning of this. We know the 
experience after a sharp walk on a.dry, crisp winter's 
day, of glowing all over. We feel on top of the world, 
invigorated i in every muscle and: with an appetité that, 
can do justice to the largest meal, Maintain the 
spiritual glow! No matter how good we may be at our 
work, things always go wrong if the spiritual glow is 
dimmed. At this point, tempers become short, 
relationships with staff go wrong, temptation grips us. 
Perhaps the greatest problem facing industry and 
commerce today is not in the realm of the technical 
but of the personal. We can have the finest machinery 
in our factories and the latest gadgets in our offices, 
but the wheels will not turn ‘smoothly unless people 
are getting on well with one another. ` у 

I like to think that the many people who come into 
this church day by day to say their prayers and read 
their Bibles are maintaining the spiritual glow and are 
able the better to do their work and to live with other 
people because they refresh. their spirits daily at the 
well of life. 


| : More Than One Kind of Service Р 
In his last phrase the Apostle gives us the key to the 
other two. The man who is not-slothful in business and 
who is fervent in spirit is he who finds the purpose of his 
life in the service of God. The principle of service as 


-the guiding motive of life has now found wide accept- 
ance. There are bodies innumerable which have the 


word service somewhere in their constitution: But there 
is more than one kind of service. There is the good 
service which a firm renders for motives of self-interest. 
There is the service which an individual gives in ће 
hope that it will bring him returns in time of need. 
There is nothing very wrong about this, but it is not the 
kind of service of which the Apostle is speaking: . 

The service which we give to God is without thought 
of reward save that it brings its own reward in the 
knowledge that we are doing His will. It is this 
service which in the end makes life worth living and 
which, faithfully rendered, makes for true progress in 
human living. 

The world in which we live today provides us with 
many new opportunities for this kind of disinterested 
service, May I give but one example before I close? 
The Christian civilization of which we form a part 
is spreading throughout the world. New nations are 
adapting themselves to our technical and commercial 
systems. It is we who have to teach them not only how 
to govern themselves but how to run their businesses 
and keep honest accounts. 


Teaching ‘the Values of Trust and Honesty 


Nothing is more important*than that the values. of 
trust and honesty which,have alone made commerce 
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nations. Those who are prepared to help in this training 
will do a real service to God and to their neighbours. 

I have read a paper by a President of your Institute 
in which he states the need for such training as І have 
jüst mentioned. I am sure that there will not be 
wanting offers from members as occasions . arise, to 
train young men from the Commonwealth and Empire 
in the techniques of your profession. There can be no 





In previous issues we have referred to the ninth 
summer course of the Institute which was held 
at Christ Church, Oxford, from Thursday, July 7th, to 
Tuesday, July rath. Presided over by the President 
of the Institute, Mr W. S. Carrington, F.c.a., the 
course had a programme of addresses, discussions, 
questions and answers; it differed from its predecessors, 
is thia was the first occasion upon which lady members 
had graced it with their presence. After each address 
had been given, members of the course, who had been 
divided into eight groups, each of about twenty 
rnembers, proceeded to their group rooms, where they 
discussed the address and prepared questions for the 
Speaker to answer. Groups found a common interest 
in other subjects also, and discussions frequently became 
80 absorbing that they continued into tlie early hours 
of the morning. 


Simplification of Accounts 

he first address was given by Mr E. H. Daviaon, 
A.C.A., on the subject ‘Financial enlightenment: the 
simplification of accounts'. Mr Davison made a strong 
plea for the annual accounts of public companies 
to be in a form which could be readily understood by 
the general body of shareholders, by employees and 

y others interested in the accounts. Few would deny 
his contention that simplification of accounts would 
be welcomed, but not all could agree that simplification 
is as easy as the speaker would have us believe. His 
address provoked most lively discussions, and Mr 

avison was asked many questions. 
The subject of the next address was “The preparation 
of accounts and taxation computations from incomplete 
records’, This was given on the Saturday morning 
by Mr С. P. Morgan-Jones, M.A., F.C.A., who must be 
icongratulated on his treatment of a somewhat pedestrian 
subject. Having described the technique of prepar- 
ing accounts from incomplete records, the lecturer 
went on to consider the report which the accountant 
'would make on the accounts, and referred to the 
jstatement, entitled Reports on accounts of sole traders 
and partnerships, which was recently issued by 
Ithe Council of the Institute for the guidance of 
‘members. He continued by considering the submission 
jof the accounts to the Inland Revenue. Mr Morgan- 
Jones’ address gave groups much to discuss, as a 
result of which many questions were submitted to him. 


Professional Goodwill 


"Тће third address was given by Mr E. Kenneth 
| Wright, M.A., F.C.4., on Monday morning, his subject 
being "Professional goodwill: methods of valuation and 
payment’. For the purpose of his address, Mr Wright 
had sought factual inforrfation and opinions from a 
number of friends in the prpfession, and Һе gave a 
wealth of information which had been obtained from 
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true service-without sacrifice; there are prejudices to 
overcome and difficulties in the way. But those who are 
living the kind of life we have sketched here will find 
no insuperable obstacles. Rather will they find a new 
freedom and adventurousness in living which is the fruit 
of living not unto themselves but unto God. . 


A collection was taken for The Chartered Account- 
ants’ Benevolent Association. 


NINTH SUMMER COURSE AT OXFORD 


some fifty replies to a detailed questionnaire. The 
acquisition of goodwill on an annuity basis was fully 
considered, and in an appendix to the paper, many 
problems ancillary to those of acquiring the goodwill 
of a professional practice were considered. Mr Wright’s 
paper was the cause of much lively discussion, and on 
Tuesday morning in Hall, he replied very fully to 
the questions addressed to him. 

On Sunday, members of the course had a respite 
from meetings during the morning, and were thus able 
to attend divine service in the Cathedral, which is 
within the precincts of Christ Church, and is the 
college chapel. On Sunday evening in Hall there was a 
‘Brains trust’, at which Mr E. С. Turner, M.C., F.C.A., 
Chairman of the Summer Course Committee, acted 
as question-master. Members of the brains trust were 
Miss D. M. Vaughan, B.A., Р.С.А., and Messrs P..F. 
Carpenter, Е.С.А., P. D. Irons, B.COM., БСА., and 
С. Е. Saunders, F.c.A, In addition, Mr С. О. May, 
F.C.A., C.P.A., the distinguished veteran member of the 
Institute, who had arrived at Christ Church during the 
afternoon, gave the answer to the final question. 

Members of the course had the afternoons free to 
use as they pleased, and this relaxation was used by 
many to visit places of interest either in Oxford or 
further afield. Others took the opportunity to play 
games, and on Monday a golf competition took place, 
which was won by Mr I. Е. D. Hill a.c.a., with 
Mr N. B. Nutt, F.c.a., the runner-up. 


*Guest-night Dinner' 

Guest-night dinner was held on Monday, when the 
guests included Mr J. C. Masterman, m.a., a Pro 
Vice-Chancellor, Oxford University, Mr G. O. May 
F.C.A., С.Р.А., and Lieut.-Col. D. V. Hill. M.A., the 
Steward of Christ Church. In proposing the toast of 
Oxford University and Christ Church, Mr Carrington 
referred to the ‘all-rounders’ produced by Oxford Uni- 
versity, and found in the Pro Vice-Chancellor one of 
the great 'all-rounders' of our time. Replying to the 
toast, the Pro Vice-Chancellor drew attention to the 
great influence which, by reason of their reputation for 
integrity, chartered accountants were able to exert 
upon the business community. Mr D. V. House, 
F.C.A., immediate Past President, who, by coming for 
part of the course has attended all nine of the Institute’s 
summer courses, proposed the toast of the guests, to 
which Mr G. O. “May responded, In his reply, Mr May 
called for progressive thinking by members of the 
profession, so that there could be a more rapid advance 
in finding new methods of presenting accounting 
information. 

On Tuesday, after Mr Wright had replied to 
questions, members of the course commenced to 
leave, realizing how much they had gained from their 
short, if arduous, stay at Christ Church. 
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FOR STUDENTS 


INSTITUTE RECOMMENDATIONS 


No. IV. The Treatment in Accounts of Income 
Tax Deductible from Dividends Payable and 
Annual Charges 


Recommendation IV of 'The Institute of Chartered 
Accountants in England and Wales was published on 
March 13th, 1943. 

'T'he foreword notes that the payment of a dividend 
to shareholders does not affect the amount of income 
tax payable by a company, but income tax deducted 
upon payment of debenture and other interest, royal- 
ties and similar annual charges is in effect assessed 
on а company for collection from the payee. 

The recommendation is that: : 

(i) Whether dividends are described ‘less income 
tax’, or ‘free of income tax’, the amounts 
-shown in respect thereof in the accounts should 
be the net amounts payable. 

' (ü) Where a company continues the practice of 
. providing for dividends gross the narrative 
should indicate that the distributions are subject 
to income tax. T'he taxation charge should be 
arrived at after taking credit for the tax deduct- 
ible on payment of the proposed dividends. 

(iii) Annual charges for debenture and other inter- 

est, royalties and similar annual payments 
.should be charged gross. 

It may be noted that item (ii) has now received 
statutory recognition, since clause 14 (4), Eighth 
Schedule, Companies Act, 1948, requires that there 
shall be stated in the profit and loss account whether 
or not the amount for dividends paid and proposed 
is for dividends subject to deduction of income tax.* 

It is also relevant to note that clause 8 (e), Eighth 
Schedule, Companies Act, 1948, requires that the 
balance sheet of a company shall show the net aggre- 
gate amount (after deduction of income tax) which is 
recommended for distribation by way of dividend. 

It is now common practice to debit profit and loss 
account with the net amount of dividends recom- 
mended for distribution, and accordingly, the notional 
gross amount (ie. with income tax added) is fre- 
quently only to be found in the minutes of the directors, 
the minutes of the annual general meeting, and the 
counterfoil of the dividend warrants: for financial 
purposes, it has little claim to appear in a company's 
final accounts. 


BANKRUPTCY LAW 
Registration of Deeds of Arrangement 
'The Deeds of Arrangement Act, 1914, does not apply 
to any deed of arrangement made by a limited com- 
pany. Furthermore, registration under the Deeds of 
Arrangement Act applies only when the deed of 
arrangement is made for, or in respect of, the affairs 
of a debtor for the benefit of his creditors generally, 
ог is.made by or-for or in respect of the affairs of a 
debtor who was insolvent at the date of the execution 
of the instrument for the benefit of any three or more 

of his creditors. 

. Registration .of а deed of arrangement is effected 
by filing a copy of the deed with the Registrar of Deeds 
of Arrangement. Stamp duty. is payable at: an ad 


valorem rate on the property passing, or on the com- 
position payable. Every copy of the deed presented 
for filing must bear an endorsement of the person 


` presenting it, stating the name of the debtor, the date 


of the deed, 'the total amount of duty payable, and a 
certificate signed by the solicitor of the debtor or the 
person filing the deed, certifying that the copy is a 
correct copy. 

Any member of the public may inspect deeds of 
arrangement which have been filed with the Registrar 
on payment of one shilling, and may take extracts 
therefrom. | 

Deeds of arrangement to which the Act applies 
must be registered within seven days of execution, 
A deed which is not registered within this periotl, and 
which is required so to be, is consequently rendered 
void; accordingly, any contract contained in the deed 
between the debtors, the creditors and the trustees is 
therefore nullified. In this event, any creditor who has 
assented to the deed may accordingly levy execution 
or present a bankruptcy petition against the debtor. 


COMPANY LAW 
Alteration of the Memorandum 


The memorandum of association of a company 18 an 
important document, and it has been described as the 
‘charter within which the company may operate’, 
The most important clause of the memorandum is 
the objects clause, , and frequently this runs to many 
pages since it must detail the various activities in which 
the company is authorized to deal. Unless an activity 
is authorized specifically or by implication in the 
objects clause of the memorandum, it is ultra vires 
the company to undertake any such activity. It is not 
surprising, therefore, that the Companies Act, 1948, 
contains restrictions as to the manner in which and 
extent to which the objects clause may be varied. 

‘These are detailed in Section 5, which states that the 
variation is permissible only if it is required to enable 
the company: 

(a) to carry on its business more economically, or more 

efficiently; or 

(6) to attain its main object by new or improved means; of 

P to enlarge or change the local area of its operations; ог 

d)to carry on some business which, under existing 

circumstances, may conveniently or advantageously 
be combined with the business of the соглрапу; or 

(e) to restrict or abandon any of the objects specified in 

the memorandum; or . 

(f) to sell or dispose of the whole or any part of the 

undertaking of the company; ог 

(g) to amalgamate with any other company or body of 

persons. 

Where a company proposes to alter its memoran- 
dum of association, an application may be made to 
the Court for the alteration to be cancelled and 
thereafter the alteration shall have effect only in 80 
far as it is confirmed by the Court. 

Such an application may be made to the Court by thé 
holders of not less than 15 per cent in nominal value 
of the company’s issued share capital or any class 
thereof; or if the company*is not limited by shares; 
by not less than 15 per cent of the company's members. 
An application to the Court may. also be made a the 
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holders of not less than 1 5 per cent of the company’s 
debentures, if the debentures entitle the holder to 
object to alteration of the objects clause. No application 
may be made by any person who has consented to, or 
voted in favour of, the alteration. 

| When a member or debenture-holder of the company 
objects to such an alteration the Court may adjourn 

e proceedings i in order that the interests of the dis- 
sentient person may be purchased but in such cases 

е Court must be satisfied with the purchase arrange- 

ents and no part of the capital of the company may 
z used for any such purpose. 

Debentures which were issued or first issued before 
December Ist, 1947, and secured by a floating charge, 
and any debentures which form part of the same 
series, are deemed to be debentures which entitle the 
*holders thereof to object to alterations of the objects 
clause of the memorandum, 

In'the case of a company which is licensed by the 
Board of Trade to omit from its name the word 
‘limited’, the Board of Trade must be given the same 
notice of any resolutions altering the company's 
objects clause as members of the company. 
| Where a company passes a resolution altering its 
objects and no application to the Court is made in 
respect thereof, the company must deliver to the 
Registrar of Companies а printed copy of its memor- 
andum as altered. 


TAXATION 


Earned Income Allowance 


In the current tax year, earned income allowance may 
be claimed by a taxpayer of two-ninths of his earned 
income, with a maximum allowance of £450. Similarly, 
if the taxpayer’s wife is in receipt of earned income, 
this may also qualify for earned income relief at the 
rate of two-ninths, but the maximum allowance of 
£450 applies to the joint income, and consequently if 
the husband is already receiving the full allowance, no 
further allowance will be given. (In such cases, how- 
ever, the wife's earned income will still enable an 
additional personal allowance to be claimed, and also 
further reduced rate relief.) 

Earned income is defined in Section 525, Income 
Tax Act, 1952. The definition extends to nearly a 
page of print, but it may be epitomized by saying that 
|earned income comprises any income arising in respect 
‘of past or present employment (including any income 
from property which is attached to the emoluments of 
an office) and any income chargeable under Schedule B 
or Schedule D which is derived by the individual 
from the carrying on of a trade, profession or vocation. 
| There are, of course, many special cases, and one 
' of these worthy of note is that any income from patent 
rights which accrues to an individual who was the 
!devisor of the patent is regarded as being earned 
;income: income from patent rights accruing to a 
person who has purchased such rights, however, is 
not regarded as earned income. Another special case 
arises with partnerships, where a partner will be 
entitled to earned income allowance on his share of the 
profits only if he is actively engaged i in the business for 
at least some part of his time, i.e. ‘retired’ partners do 
not so qualify. 

Whilst the conceptior? of earned income being 
| income derived from an indjvidual's work may seem 
reasonably equitable, in practice the rules regarding 


t 
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earned income allowance result in some curious 
anomalies. In the case of the ‘one-man’ company, the 
entire profits of the company may obviously be with- 
drawn by the proprietor in such manner as he pleases; 
in fact, the conception of the profits belonging in the 
first place to the company and not to the man is some- 
thing in the nature of a legal fiction. If these profits 
are withdrawn in the form of interest on loans or as 
dividends, they will not rank as earned income, but 
if the proprietor withdraws them as director’s re- 
muneration then he will be allowed to claim earned 
income allowance on them, subject to the usual limit. 
It is not surprising, therefore, that in the majority of 
small private companies the directors receive relatively 
high remuneration and the dividends are inclined to 
be erratic or even non-existent! 

Another point of interest arises in the case of a 
Tiire-purchase financier who, being possessed of a 
large amount of capital, effectively lends this to traders 
by the medium of hire-purchase agreements with the 
traders’ customers. Apart from the signing of cheques 
and the instruction of his accountant, the financier 
may be required to exert no physical energy what- 
soéver, and in equity the vast majority if not the 
entire profits of his business will result from the lend- 
ing of his money. However, the profits of such a 
business are assessable only under the provisions 
applicable to Case I, Schedule D (a trade), and the 
fact that the assessment is made under these provisions 


' automatically entitles the taxpayer to claim earned 


income allowance on the whole profits arising. Were 
the taxpayer to have invested his money in stocks or 
shares or some other form of investment, his income 
would not have qualified for the' allowance. In this 
manner, hire-purchase financing i із а convenient means 
of converting ‘unearned’ income into ‘earned’ income. 

A similar position arises with the majority of all 
small traders, for an analysis of the profits of their 
‘trading would obviously result in the findings that the 
profits were composed of remuneration to the pro- 
prietor for his services, interest on his capital invested 
in the business, and pure profit on trading. For tax 
purposes, however, no such analysis of the profits is 
made, and the whole of the profits, including the 
element of interest, is assessable under Case I, Schedule 
D, and is therefore eligible for earned income allow- 
ance. 

In the case of individuals whose entire income is 
derived from sources which qualify for earned income 
allowance, the allowance will be granted only on the 
net figure of income when any annual charges (e. g. 
bank interest, mortgage interest) have been deducted, 
and in this connection the allowable element of 
national insurance contributions is regarded as being 
an annual charge. Where a small amount of unearned 
income arises (e.g. dividends, net annual value of 
property), it is permissible to set annual charges first 
against these, and any excess thereafter against earned 
income, 80 that the earned income allowance is received 
on the ‘highest possible figure. 

Similarly, when a claim for loss relief is made under 
Section 341, Income Tax Act, 1952, the loss arising 
from a source which would qualify for earned income 
allowance as a profit must be set first against any other 
earned income of the taxpayer; secondly, against any 
unearned income of the taxpayer; thirdly, against 
any earned income of the spouse; and finally against any 
unearned income of the spouse: 
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NOTES AND NOTICES 


Personal 


Mr Е. Vernon L. REDMAN, M.C., F.C.A., practising 
at r2, Gilbert Road, Swanage, and at Wareham, 
announces that as from July rst he has been joined 
in partnership by Mr Е. P. Кокев, A.C.A., who has 
been the senior member of his staff for the past six 
years. The practice will be carried on at the same 
addresses under the style of REDMAN & Кокек, 

Messrs Lorp, Fosrer & Co, Chartered Account- 
ants, of Rex House, 38 King William Street, London, 
EC4, announce that as from July rst they have taken 
into partnership Mr N. W. Murray, a.c.a., who 
served his articles with them and has since remained 
as a member of their staff. 

Messrs Geratp EpELMAN & Co, Chartered 
Accountants, of 18 Maddox Street, Regent Street, 


London, Wr, announce with deep regret the sudden 


and tragic death of Mr GrRALD BERTRAM EDELMAN, 
F.C.A., senior partner in the firm. 

Mr Lewis F. ROBERTSON, M.B.E., C.A., formerly 
practising at Courier Building, 22 Meadowside, 
Dundee, announces that his address is now 1 Albert 
Square, Dundee. 

Messrs Моору STUART & ROBERTSON, Chartered 
Accountants, of Dundee, announce that as from 
July 8th their address has been changed to 1 Albert 
Square, Dundee. 


"Professional Notes 


Mr С. E. Cobby, A.C.A., chief accountant of 
Foundry Services Ltd, Birmingham, has been 
appointed a director of the company as from July zat. 

Mr А, С. T. Chubb, А.С.А., has been appointed 
assistant secretary of Foundry Services Ltd in 
addition to his duties as assistant chief accountant 
of the company. 

Mr J. R. Swann, A.C.A., has been appointed 
secretary-treasurer of the Dunlop Tire & Rubber 
Goods Co Ltd, of Toronto, Canada. Mr Swann, 
formerly of Bristol, joined the Dunlop company in 
1949 and travelled to Canada last year. 

. Mr T. D. G. Munro, c.a., has been appointed a 
director of Peter Keevil & George Walker Ltd as 
from July 6th, and has been elected chairman of the 
company. 
Obituary 
Joun Нечку Guy, A.C.A. 


We have learned with regret of the sudden death of 
Mr John Henry Guy, a.c.a., financial director of 
John Mackintosh & Sons Ltd. 

Mr Guy, who was admitted an Associate of the 
Institute in 1907, commenced his career with Price 
Waterhouse & Co and served with them in the 
United States for a period before the First World 
m On the outbreak of the war he returned to 

of Mi and and took up a financial post at the Ministry 
unitions. He joined the board of John Mack- 


intosh & Sons in 1922 and was a well-known figure 
in the conféctionery industry. He acted as chairman 
of the Price Control Committee for Sugar Con- 
fectionery during the Second World War. 

Mr Guy was a Quaker and devoted much of his 
time and thought to social questions. 


ALICE HOWARD ABBOT 
We have learned with regret of the death, at the age 
of 50, of Mr Alick Howard Abbot, group internal 
auditor of General Motors Ltd, and President in 
1954—55 of the London Chapter of The Institute of 
Internal Auditors. 

Mr Abbot was educated at St Albans Schogl and 
commenced his career in banking. After nine years’ 
service with one of the leading banks in the City, part 
of which was spent on their audit staff, he joined 
General Motors in November 1934. He was appointed 
group internal auditor of the company in 1947. 

He had been associated for some years with the 
London Chapter of The Institute of Internal Auditors 
and before his term of office as President, had served 
as Vice-President and Treasurer. Не had also been a 
member of the board of governors for the past five 
years. 

In Parliament 


HOSPITAL Accounts: GUIDANCE 
Mr GresHaM Cooke asked the Minister of Health 
whether he has considered paragraph 29 of the Report 
of the Comptroller and Auditor-General on the 
Accounts of 1953-54 of Regional Hospital Boards, 
etc., and whether, in view of these comments, he will 
now take steps to employ some officers of the profes- 
sional accountant class in the Civil Service to guide 
hospital authorities in connection with store account- 


_ ing and inventory procedures. 


Mr IArN Macron: I do not think my hon. friend's 
suggestion would help. Adequate guidance has 
already been given at various times to hospital 
authorities on these matters, and progress has been 
made and is continuing so far as the resources avail- 
able permit. 

Hansard, July 5th, 1955. Written Answers. Col. 89. 


Loca AUTHORITY Loans: INTEREST RATES 
Mr Rippon asked the Chancellor of the Exchequer 
whether he will make a statement about the rates of 
interest chargeable to local authorities borrowing 
from the local loans fund. 

Mr R. A. BUTLER: A Treasury Minute made today 
provides that loans advanced to local authorities 
from the local loans fund on and after July 9th, 
1955, until further notice, shall carry the following 
rates of interest: Per cent 


Loans for not more than five years 

Loans for more than five years but not more than 
fifteen years 2 р Zi .. 4 

Loans for more than fifteen years. .. 44 


Hansard, July 8th, 1955. Written етен Col. 127. 
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SMALL INVESTMENT Incomes: Bupcer HELP ·· 


RIGADIER PRIOR-PALMER asked the Chancellor of the 
Exchequer whether he is aware of the plight of that 
ined i of the population who are existing on small 

ed incomes in retirement, the product of their 

e savings; and whether he will take action to 

leviate their lot. 

Mr К. A. BUTLER: As I said in my last Budget 
i I regard those living on small investment 

comes as a class very deserving of help, and I have 
fact included in my 1952, 1953 and x955 Budgets 
easures designed specifically to help them. 
Hansard, July 11th, 1955. Written Answers. Col. 150. 


EE Tax Reserve Certificates 


А new seventh series of tax reserve certificates was 
introtluced as from Monday last, July 1xth. 

The prospectus issued by the Bank of England 
provides that the Treasury will, from time to time, 
notify in the London Gazette the rate of interest 
which will be allowed on certificates of this series, 
во that it will no longer be necessary to introduce а 
new series and issue a new prospectus on the occasion 
of a change in rate. 

The rate applicable to a certificate will be that in 
force at the date on which the subscription is received 
at one of the offices listed in the pe the 
same rate will apply throughout the life of the 
certificate. 

Certificates of the new series bear interest at 
per cent per annum free of tax; this compares with 
rate of 1j per cent per annum free of tax allowed on 
rtificates of the sixth series. The terms of existing 
certificates will be unchanged. 


$m x 


Institute of Internal Auditors: London Chapter 


"ће annual report of the board of governors of the 

London Chapter of the Institute of Internal 

Auditors, presented at the Chapter's recent annual 

а , records a further increase in membership 
hich stood at 73 on May 3186, 1955, compared with 

‘60 a year before. 

Eight meetings were held during the year and were 

well attended, while the Day Conference held on 

реше 27th proved most successful, The morning 

ion was devoted to the subject ‘Budgets and the 

internal auditor’ while in the afternoon the meeting 

discussed ‘Aspects of personnel administration". 

A course of five lectures for members’ assistants 

wes held during October and was well attended. 

The board of governors for 1955-56 has been 

elected as follows: 

|President: Mr О. A. Mackinnon, С.А. 

Vice-President: Mr J. Prince, А.С.А., A.C.L8. 

Secretary: Mr D. G. Jarvis, c/o C. C. Wakefield & Co Ltd, 

46 Grosvenor Street, London, Wi. Telephone Mayfair 


9232 

Assistant Secretary: Mr J. J. Wake. 
\Treasurer: Мт С. W. Moyse, A.C.A. i 
essrs R. A. Reid, c.4.; J. К. Robinson, A.C.A. A.C.L.8.; 
Сі Е. Hindshaw, Н. E. Osb In, OE C.4.; К. C. Bedford, 
aca; Е. Н. C. Funnell, A.C.A; Е. А. Callaby, F.A.C.C.A., 
F.C.L&., БОЛА T. W. Sly, ASAA. >- 
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National Insurance. Benefits . 
Payable Overseas 

National insurance retirement pensions and widows’ 
pensions will in future be payable anywhere in the 
world. This is the effect of Regulations' made by the 
Minister of Pensions and National Insurance, which 
came into force last Monday, July r1th. Until then 
these benefits have only been payable in the Common- 
wealth and in countries with which reciprocal agree- 
ments have been made. 

The Ministry is inviting applications from pen- 
sioners who are known to be abroad and have not 
been receiving their pensions, but any pensioner 
overseas who is not in touch with the Ministry should 
write at once to the Ministry of Pensions and National 
‘Insurance, Overseas Group, Newcastle upon Tyne. 

Where exchange control restrictions prevent pay- 
ment from being made direct to the pensioner, 
arrangements will be made for the pension to be paid 
into a bank or to a nominee in this country. 


Double Taxation: Austria 


The draft of a double taxation convention between 
the United Kingdom and Austria has been agreed at 
talks in London. It follows the lines of previous 
conventions made by this country. 


The Association of Certified and Corporate 
Accountants 
ANNUAL CONFERENCE IN EDINBURGH 

Details of the three papers to be presented at the 
‘business sessions of the annual conference of The 
Association of Certified and Corporate Accountants 
in Edinburgh from September 30th to October 4th, 
were announced in our issue of June 11th. Several 
social events have also been arranged and particulars 
of these are given below. 

On Saturday, October 1st, a ‘Scots Nicht’, 
organized by the Edinburgh and East of Scotland 
Branch of the Association will be held in the Adam 
Rooms. | 

On the evening of Monday, October 3rd, а гесер- 
tion for members and their guests will be given in the 
City Chambers by the Rt. Hon. John D. Banks, 
C.&.E, Lord Provost of Edinburgh; while in the 
afternoon of that day, a golf competition will be held 
at Murrayfield by kind permission of the Murray- 
field Golf Club. 

The final event, on the evening of Tuesday, 
October 4th, will be the Conference dinner and dance 
in the Assembly Rooms, George Street. 

Other arrangements include a tour of the Royal 
Mile and Holyroodhouse, an all-day coach tour to 
the border country, a matinée performance at the 
King’s Theatre and a coach tour to places of interest 
in and around Edinburgh. 


1 The National Insurance (Residence and Persons Abroad) 
Amendment Regulations, 1955, (5.1. 1955 No. eu 
obtainable from H.M. Stationery Office or through an 
bookseller, price ad. 
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The Institute of Chartered’ Accountants 
' jn Ireland 
MEETING OF THE COUNCIL 
A special meeting of the Council of The таван of 
Chartered Accountants in Ireland was held in Belfast 
on Tuesday, June 28th. 


Attendance 


The President, Mr Frank Cleland, was in the chair, and 
there were also pres resent Measrs G. Francis Klingner, 
Vice-President, H. E. A. Addy, P. Butler, G. E. Cameron, 
A. E. Dawson, R. E. McClure, H. Trevor Montgomery, 
P. J. Purtill, and J. Walker, with Mr W. Stuart Orr, 
` Secretary, and Mr H. Stevenson, Joint Honorary Secretary 
and Treasurer, in attendance, Apologies for absence were 
received from Messrs R. P. F. Olden and D. McC. Watson. 


Fellow 


Mr James Gardner Burnside, Belfast, applied fot 
and was admitted to Fellowship. 


Associate in Practice 


Mr Maurice Edmond O’Kelly, Hong Kong, applied 
for and was admitted to Associateship in Practice. 


Examination Committee 
All the members of the Council were appointed to 
the Examination Committee for the ensuing year. 


Investigation Committee 
The following six members of the Council were 
appointed the Investigation Committee for the 
current year, under bye-law 108: 


Messrs H. E. A. Addy, P. Butler, А. E. Dawson, Н. 
Trevor Montgomery, P. J. Purtill and J. Walker. 


May 1955 Examinations 

The reports of the examiners’ on the examinations 
held in May 1955 were submitted showing that in 
the Final examination 17 of the 74 candidates (23 per 
cent) had been successful, compared with 34 per cent 
at the previous examination; and that in the Inter- 
mediate examination 35 per cent had passed (29 out 
of 83 candidates) compared with 38 per cent in the 
previous examination. 


7 MAY 1955 EXAMINATION RESULTS М 


The results of the May 1955 examinations have 
been announced as follows: 


FINAL 


Passed: J. V. Browne (Belfast); Miss E. M. Downes 
(Malahide, Co. Dublin); R. Foreman (Lisburn, Co. Antrim); 
N. J. Gogarty (Navan, Со. Meath); J. M. Harrison (Belfast); 
K. Hunt (East Barnet, Herts), and расе; J. P. Lochrin 
(Drogheda, Co. Louth); E. A. Lucas (Jordanstown, Со. 
Antrim); Е. D. Lynch (Dublin), 3rd TE P..McWilliam 
(Belfast); R. L. Mullan (Belfast); D. ]. Murphy (Belfast); 
J. C. O'Sullivan (Dublin; H. M. pus (Belfast), rst 
place and Arthur H. Muir Memorial Prize; P. M. Scott 
(Belfast); Miss A. M. Spain (Dublin); J. Teller (Dublin). 


57 candidates failed, of whom 4 were deferred for re-examina- 
tion in one subject under bye-law 81. 
INTERMEDIATE 


Passed: M. E. Blankley (pue L. B. Bowers (Dublin) 
Р. С. Butler (Dublin); B. P. Byrne (Galway); У. С. К. 
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Connor DUET D. A. Corvin (Belfast); Е. J. Devitt 
(Dublin); J. F. Donnelly (Maynooth, Co. Kildare); R. P. 
Duncan (Belfast); N . Feddis (Dublin); G. D. Fitzpatrick 
раан wW. Р. Foley (Dublin); N. W. Geoghegan 
(Dublin; С. Е. R. Gillespie blin); E. B. Gracey 
Gel E. A. J. Hughes (Dublin); I. С. Jackson (Belfast); 
М. E. Judge (Dublin), and place; D. T. 5. Law (Dublin); 
J. Lowe (Dublin); C. M. MacCarthy (Dublin); rst place and 
John Mackie Memorial Prize; E. K. G. McGrady own- 
patrick, Co. Down); P. O'Donoghue (Dublin); D. C. M. 
O'Ferrall (Moyvalley, Co. Kildare); N. V. O'Neill (Water- 
ford); J. P. J. Rigney (Dublin); J. P. Roe (Dublin); A. D. 
Биш (Dublin), 3rd place; W. B. Wilson (Crumlin, 


Antrim). 
54 candidates failed. 
SUMMARY OF RESULTS 
Inter- 
Final mediate Total * 
Candidates successful .. TN ty 29 46 
Candidates failed E e 87 54 "II 
Candidates sat .. МЕ .. ТА 83 157 | 





The Chartered Accountant Students’ 
Society of London 


WEEK-END RESIDENTIAL COURSE AT OXFORD 


Following the successful first residential course held 
at Balliol College, Oxford, in 1954, the Chartered 
Accountant Students’ Society of London has arranged 
a similar course this year at University College, 
Oxford, from Thursday, September 22nd, to Sunday, 
September 25th. 

The course is intended primarily for those who 
have taken the Intermediate examination, but there 
will also be places for Intermediate students. Several 
lectures will be given and these will be followed by 
discussion in groups and a final discussion with the 
lecturer at the end of the day. The programme will 
be as follows: 

Thursday, September 22nd 
Morning: Travel to Oxford (unch i in College). 
Afternoon: ‘Income tax — Schedule D, Case I’, by Mr 
W. A. Purdie, Senior Principal Inspector of Taxes, 
Board of Inland Revenue. 
Friday, September 23rd 
Morning: ‘Everyday law and the accountant’, by Mr L. С. 
Scarman, Barrister-at-Law. 
Afternoon: “The Queen’s Peace’, by Sir Theobald 
Mathew, к.в.к., M.C., Director of Public Prosecutions. 
Saturday, September 24th 
Morning: ‘Insolvent companies and persons’, by Mr 
Leslie Cork, Solicitor. 
Afternoon: Free. (A tour of Oxford and the colleges will 
be available.) 
Sunday, September 25th 

Morning: Service in College Chapel. 

‘Budgetary control and standard coste’, by Mr K. W. 
Bevan, A.C.A., Chief Accountant, В. Q.A.C. 
' Afternoon: Travel to London (arrive at 7 p.m.). 


Members enrolling for the course will be provided 
with transport from London to: Oxford and for the 
return journey. The fee, which covers all meals, 
transport and accommodation throughout the course, 
will be £5 105, payable on application. The last date 
for enrolment-is July 41st. 
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tered Accountants’ Dining Society, Miss У. .M. 


past two years, is a partner in the firm of Bell & Co, 
Chartered Accountants, of Bedford. 


Chartered Accountant Students’ Society 
of North Lincolnshire 


The report for 1954 of the Committee of the Char- 
tered Accountant Students’ Society of North 
Lincolnshire presented at the Society’s annual 
| meeting last month, shows membership to total 
? forty-one. Besides three lectures during the year 
arranged by the Society, six other lectures were held 
l in conjunction with the local students’ societies of 
The Society of Incorporated Accountants and of The 
Association of Certified and Corporate Accountants; 
there was also a film-lecture on mechanized 
accounting. 
| The Committee has considered the problem of the 
attendance of distant members at lectures, and it 
has been decided that during the next session, 
lectures will commence at 4.30 p.m. 

The officers for the ensuing year elected at the 
meeting are as follows: 

President: Mr А. А. Beardsall, r.c.4., Grimsby 
| Vice-Presidents: Messrs J. Fawcett, F.C.A., G. R Smith, 
F.c.a., L. S. Wrightson, A.C.A. - 

Honorary Secretary: Mr Н. D. Mitchell, c/o Messrs 
Forrester, Boyd & Co, 26 South St Mary's Gate, Grimsby. 

Honorary Treasurer: Mr Р. J. Smith. ` 

Honorary Auditor: Mr M. а. Bain, А.С.А. ? 

Committee: Messrs P. - Loveday, J. B. Mathews, D. J. 
Burman, G. B. Standaloft, J. N. Chatburn, M. F. Mc-Culloch. 


| Тће Association of Certified and Corporate. 
Accountants : 


BIRMINGHAM AND DISTRICT SOCIETY 


The annual general meeting of the Birmingham and 
District Society of The Association of Certified and 
Corporate Accountants was held at The Imperial 
Hotel, Temple Streét, Birmingham, on June 29th, 
when the following members were electéd to office 
for the ensuing year: 


President: Mr P. H. Wigley. 

Vice-President: Mr C. E. Jackson. 

Immediate Past-President: Mr А. W. Muse. 

Committee: Alderman А. Н. Cooper; Councillor ЈА. 
Gopsill; Councillor W. Н. Pettinger; Messra R. E. Beckett, 
pL, С. Boardman, Е. Bradley, E. W. Clarke, E. Greenhill, 
| P. J. Griffiths, Н. Huggins, Е; Smith, P. J. Scrivens, and 
N. E. Worrall. | 

Hon. Secretary and Treasurer: Mr P. J. Griffiths, 
F.A.C.C.A., F.C.C.S., A.T.LI., 43 Cannon Street, Birmingham, 2. 


56 VICTORIA STREET, LONDON, SWI 





Women Chartered Accountants’ Dining Society. 
At the recent annual meeting of the Women: Char-: 


Burton, ¥.c.a., was elected chairman for 1955-57. 
Miss Burton, who has been Vice-Chairman for the | 
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‹ The Association of Scottish Chartered | 
Accountants in London Golf Club 
The annual meeting of The Association of Scottish 
Chartered Accountants in London Golf Club. was 
held at Wentworth in ideal weather on Monday, 


"June 27th. 


Тће medal round was played on the West Course - 
the ‘Burma Road’ — where the surrounding rough 
was very punishing. Nevertheless, several good scores 
were returned. 

In the afternoon the bogey competition was played 
on the East Course, where conditions were easier and 
the fairways wider, and scoring improved accordingly. 

The J. Ivan Spens Challenge Cup, presented by 
Mr Ivan Spens for annual competition by medal 
play for those with handicaps of twelve or over, 
was played for for the first time, and Mr D. A. W. 
Black became the first holder. 

- Another innovation was the presentation of a prize 
for the best scratch score; this was won by Mr J. D.. 
St C. Harrison with a gross score of seventy-eight. 

a leading results were as follows: 


Past PRESIDENTS’ CHALLENGE CUP - ; 
.. 78— 2=76 


Mr J. D. St C. Harrison 

Mr C. Taylor ` -81— 3=78. 
Mr Ian M. Whyte 87— 8279 
Mr D. A. W. Black 92—12:=80 
Mr A. D. Knox 88— 7=8=81 
Mr R, A. Forsyth 88— 7=81 
Mr D. W. Ness до— 8-83 
Mr Jobn Thomson 93— 9=84 
Mr R. K. Graham 91— 5-86 
Mr E. F.. Milne 8g— 3-86, 
Mr H. C. Maclellan 96— 8-88 
Best Nine Holes Home NEG. 
Mr E. F. Milne Е 36—11—341 


Lapy Mann Нет я Cup 


Messrs Thomson, McLintock & Co: Mr J. D. St. c. 


Harrison, 76; Mr C: Taylor, 78; total 154. 
Вооку CHALLENGE Cur 


Mr D. H. MacKeith I up 
Mr Ian M. Whyte All square 
Mr C. M. Scroggie 1 down 
Mr Norman 5. Matheson о ма 
Mr A. Н. Syme T 
Mr D. А. W. Black 2 5 
Mr D. W. Ness 2:3; 
Mr H. C. Maclellan 3.35 
Mr E. F. Milne 4o» 
Mr C. Taylor 4 
Mz M. В. Black B. 
Mr A. D. Knox Бон 
Mr T. W. Macdonald | 5 » 
J. Ivan SPENS CHALLENGE Cu | 
Mr D. A-W. Black (Winner) · Ма 92—12=80 
Mr T. N. Ritchie (Runner-up) 107 —13=94. 
Best SCRATCH SCORE | 
Mr J. D. St C. Harrison. .. m "E m 78 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OP WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Manchester Chartered Accountants’ 
| Students’ Society 
The officers of The Manchester Chartered Ас- 
countants’ Students’ Society for 1955-56 have been 
elected as follows: · ' 

President: Mr J. А. Edwards, Р.С.А. 

Vice-President: Mr Н. К. Poppleton, F.C.A. 

-Hon. Secretary and Treasurer: Mr Harold L. Franks, 
B.A.(COM.), A.C.A 65 Atlantic Chambers, Brazennose St, 
Manchester, 2. 

. Hon. Librarian: Mr A. Rothburn, A.C.A. 

Hon. Auditors: Messrs James Wood, a.c.a., and С. B. C. 
Ogden. . iius 

па m Insurance Statistics 
The publication, Statements of Life Assurance and 
Bond Investment Business deposited with the Board of 
Ttadé during the year ended December 31st, 1954, is 
now on sale arid can be obtained from Her Majesty’s 
Stationery Office, price 8'guineas per set of two 
volumes; © ->> ; 

'The volumes, which are not sold separately, total 
916 pages and follow the style of last year's edition. 
The statements of British companies have been 
reproduced in full, showing life assurance and bond 
investment revenue accounts, profit and loss accounts, 
balance sheets and certificates; but in the case of 
overseas companies the statements have been 
abridged. 

Overseas Economic Survey 

А survey of the great expansion in economic activities 
which has marked the last four years in Pakistan, has 
been published by H.M. Stationery Office, price 105 
net (тоғ 5d by post). The survey gives details of many 
opportunities for British exporters and information 
on the industries in which the Pakistan Government 
welcomes investment of foreign capital. 


SEVENTY-FIVE YEARS AGO 
„Евом Whe Accountant or JULY 17TH, 1880 
A leading article entitled 
Press CRITICISM ON PUBLIC ACCOUNTANTS 
We have headed this "Press Criticism," as a matter 
of convenience and brevity of title. Ав a matter of 
fact our remarks have reference to the criticism of one 
—and that by no means a very powerful—organ of 
the press. For the Pall Mall Gazette, since the period of 
a certain notorious secession and consequent change of 
direction, is, by cornmon consent, scarcely entitled, to 
put it mildly, to the consideration which was com- 
manded by the Pall Mall Gazette of yore. For this 
reason we do not by any means attach to an article 
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which recently appeared in that paper the same 
'amount of importance as a correspondent who writes 
us in reference to it. In the imaginative sketch entitled 
“Public Accountants” there is just sufficient sub- 
stratum of fact to serve as a defence to a clever 
writer, who may possibly be questioned as to his 
statements, whilst the truth is so overlaid with. 
exaggeration and imagination as to render it obscure 
and worthless as depicting an existing state of things. 
Here is a statement which the writer, whilst admitting 
that.it is “probably a slight exaggeration,” gives, be- 
cause “it fairly typifies the influence these enterprising 
accountants have long exerted in the insolvent world.” 
“There is a story” saya the writer (the italics which 
succeed are ours), “of an accountant who got all the 
creditors’ proxies; held a series of meetings at which 
he alone was present; voted himself into the сват on 
each occasion; decided on liquidation, and appointed 
himself trustee, accepted on behalf of the creditors а 
dividend of one penny in the pound; voted himself 
all the rest of the assets as remuneration, closed the 
proceedings, discharged the debtor, released himself, 
and finally passed a vote of thanks to himself for his 
able services in the chair.” Now we unhesitatingly 
assert that the only. thing this “fairly typifies” is the 
nonsense that a journalist is capable of writing when 
he has, or is presumed to have, readers capable of 
swallowing trash attractively dished up. To criticise, 
in the proper sense of the term, matter of this kind 
would be an absurd waste of time and printing ink. 
Indeed we should not have noticed the article but 
for the fact that a subscriber, who is probably ignorant 
of the change which has lately befallen the Pall Mall 
Gazette, has pointedly drawn our attention to it. 
Like the razors of the story, this sort of criticism is 
produced solely “‘to sell,” and probably, even regarded 
from this narrow point of view, the Pall Mall Gazette 
of a year ago would have regarded it as unsaleable. 
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CAPITAL EXPENDITURE 
INQUIRY 


HE necessity for having adequate information about the 

investment intentions of industry so that impending 

changes in the balance of our economy may be foreseen, 
was emphasized by Sm Epwarp Bove, the Economic Secretary 
to the Treasury, in a Finance Bill debate in the House of Com- 
mons last April. On that occasion, he intimated that the Govern- 
ment proposed to invite a number of companies to give estimates 
of their future capital expenditure so that the requie data on a 
nation-wide scale would be readily available. 

Particulars of how this will be done were published last week 
by the Board of Trade. About 650 concerns are now being asked 
to participate. This sample includes all the large organizations and 
a cross-section ,of the others and collectively represents nearly 


` three-quarters of the capital expenditure of all public companies. 


The required information will be asked for in stages. In the first 
instance, firms are requested to state their actual capital expendi- 
ture for the year 1954 and their expected capital expenditure 
during 1955. The 1954 figures have to show separate totals for 


(a) plant and. machinery; (b) vehicles and vessels; and (c) new 


buildings and civil engineering work (excluding land) and fixtures 
and fittings. In tle 195 5 estimates (a) and (5) should be combined. 
Тће 1954 expenditure is required as a base because it is changes 


-from one period to another rather than aggregates which must be 


ascertained. 


The next stage of the inquiry will be in September when com- 
panies will be asked for a forecast of their 1956 capital expenditure. 
A similar request will be repeated each September thereafter for 
the succeeding year's estimate. Then, at the end of October, the 
Board will ask for the actual capital expenditure for each of the 
first three quarters of 1955. This will be followed at the end of 
January by a request for the corresponding figures for the last 
quarter of that year and a regular quarterly cycle will thus have 
been instituted. 

Care has been taken in designing the pattern of the inquiry to 
make the task of the companies co-operating as light as possible. 
The statistics received — which will be regarded as strictly confi- 
dential – will be summarized and published periodically by the 
Board of Trade. Similar information is already gathered in other 


‘countries, notably the United States, and it is expected that those 


responsible for guiding the economic policy of the United King- 
dom will obtain useful guidance from this new service. 
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CENTRALIZED ACCOUNTS 


HE cheque system, and the clearing-house 
through which it works, are a remarkable 
piece of commercial machinery, and so 
completely have most people come to rely upon 
it that it comes as a surprise to read of private en- 
terprise producing refinements upon it. Yet it is as 
such that we may regard the centralized payments 
scheme which the National Federation of Whole- 
sale Grocers and Provision Merchants is launching. 

Under it, every member wholesaler will be 
supplied with a booklet containing the names of 
all participating suppliers. On an agreed date each 
month, the wholesaler will fill in against the 
names of the suppliers with whom he has accounts 
the amounts due that month. He will then send 
the booklet, with a cheque for the total due, to 
the ‘clearing-house’ (in fact “ап independent firm 
of mechanized accounting specialists’) ; and there 
all the incoming cheques and booklets will be 
collated, and a single cheque sent to each supplier. 
It would seem reasonable to suppose that sub- 
stantial savings will accrue to the wholesalers, 
and to some less extent to the suppliers also. The 
Federation itself estimates that the cost to a 
wholesaler of sending out six hundred cheques – 
when account is taken of postages, cheque pound- 
age and bank charges – may be as much as £40; 
they hope that under their clearing system it will 
be as little as six guineas. 

They point out that the scheme is not a new 
one; the drapery and i ironmongery trades operate 
similar arrangements. The i ironmongers’ scheme 
differs from that just outlined in the fact that it 
is operated by the National Federation of Iron- 
mongers itself. The grocers are contracting the 
plan out in order to ensure complete secrecy – it 
is one of the rules that there must be no com- 
munication between the Federation and the 
accounting firm regarding individual member’s 
affairs — but the ironmongers, who handle 28,000 
accounts a month, claim that there is no time for 
perusal of accounts, even if anyone wanted to do 
it. In any case, their plan, like the grocers’, leaves 
every member free to pay any particular accounts 
direct whenever he may wish; so any member 
fearing a breach of confidence can pay a propor- 
tion of his accounts outside the scheme. 

The plan is not of such obvious benefit to 


suppliers as it is to wholesalers, for the agreed 
monthly date of payment may be one which post- 
dates their own customary accounts day, while 
in any case it may well be that the supplier has 
as his clients a range of businesses much wider 
than that of any particular wholesale trade; it will 
be no great economy for him to receive, say, 
5 per cent of his incoming cheques consolidated 
into one cheque. But, of course, the more closely 
he is associated with a particular trade, the greater * 
will be his saving also; and apart from the possible 
days in which he may be out of his money, his 
gain will be a net one, for the expenses of the 
scheme are borne by the member wholesalers. 

Any accountant will be able to imagine for 
himself the various possibilities for developing 
the idea of this private clearing. Although the 
Grocers’ Federation advance as опе of the reasons 
for their plan the fact that it will provide for their 
members one of the advantages which the whole- 
sale trade has always provided for retailers, there 
is obvious scope for broadly similar arrangements 
being made by retailers too. There have been 
reports of such projects, in which the whole- 
salers are listed in similar fashion to the suppliers 
in the grocers' scheme, member retailers then 
sending single cheques to the clearing organiza- 
tion to cover all their monthly payments. 

It is interesting to speculate on the possible 
reaction of the banks to an idea which must 
result in some falling away in their turnover of 
cheques. The bank charge, which is variously 
estimated at between 9d and 1s per cheque, con- 
tains other elements besides the bare cost of 
clearing the cheques, and in principle a sub- 
stantial drop in the number of cheques cleared 
would mean an increase (though not a proportion- 
ate increase) in the charge per cheque. But some- 
thing over thirty million cheques a month go 
through the Bankers' Clearing-House at present, 
and the number 18 still rising, so that it is likely 
to be some time before any imaginable spread of 
the private centralization of accounts could make 
this point more than academic. 

In the meantime the plan must receive the 
blessing of everyone who is concerned with 
economy in the national effort:-its contribution 
is a small but quite real'one. 
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ROYAL COMMISSION REPORT — VII 
SCHEDULE A 


Valuing Beneficial Occupation 

T is one thing to lay down that income tax 

shall be paid on the right to occupy property 

rent-free; it is another to quantify the value 
of that right. The Rent Restriction Acts have 
made it difficult to answer the stock question, in 
relation to a dwelling-house, ‘What is the rack- 
rent at which it is worth to be let’. The majority 
accept the Inland Revenue suggestion that the gross 
value for rating purposes be taken for dwelling- 
houses, notwithstanding that this is arbitrarily 
based on 1939 values. This will certainly save 
work in the department, and money in the owner- 
occupier’s pocket, but it is hardly based on logic. 


The three signatories to the memorandum of ' 


dissent say that the difference between the 
nominal and the true annual values will widen as 
time goes by. They recommend that the true 
rack-rental value be adopted, subject to a maxi= 
mum of the standard rent applicable to a par- 
ticular: house. However, they add that the 
transition should be gradual, the increase in 
annual value in each year not exceeding 10 per 
cent of the existing charge. 


Schedule A Assessments 

Given that Schedule A must continue, one can 
hardly quarrel with the recommendation that 
assessments be open to annual revision upwards 
as well as downwards. Excess rent assessments 
will then be unnecessary except in the case of 
superior landlords receiving a rent in excess of 
the assessment. The Schedule A assessment will 
be on the higher of: l 

(a) the gross value for rating; and 

(b) the rent actually paid ~ adjusted as neces- 

sary where it is not a rack-rent. 

It is to be inferred from the context of this 
recommendation that the adjustments mentioned 
in (b) would be confined to cases where the tenant 
assumes the landlord's burden of periodical out- 
goings like repairs, or the landlord assumes the 
tenant's burden of rates or provides services. An 
adjustment would not be made for improvements 
carried out by the tenant; in such a case (a) would 
apply (paragraph 843). Nothing is said in this 


context about premiums, but in paragraph 864, 


where the present treatment of premiums is dis- 
cussed, the report says that the annual value is 


. computed by ‘writing the premium back into the 


rent in order to arrive at the figure for a rack-rent'. 

Presumably the intention is that premiums shall 
continue to be so dealt with, but that where the 
tenant makes improvements, the assessment is 
not to exceed the rating value. 


Statutory Repairs Allowance 
No immediate change is recommended in the 
statutory repairs allowance scale, as the situation 
is regarded as being in a state of flux. For that 
reason the Commission recommend a review of 
'the scale after the next revaluation. 

They deal with the anomaly under which the 
benefit of the allowance can accrue to a beneficial 
'occupier who is not in fact liable for repairs, 
‘instead of accruing to the landlord who # liable. 
An Inland Revenue suggestion is adopted as a 
recommendation, namely, that the person liable 
for repairs to a particular property should be 
entitled to claim the allowance. by repayment, in 
which case, of course, the allowance would be 
"withdrawn from the Schedule A assessment itself. 


Ns. Property-owing Companies 
Little need be said about the recommendations in 
relation to maintenance relief. They represent 
some degree of rationalization of ће presentsystem. 

The report of the first Tucker Committee 
recommended that property-owning investment 
companies (not being 'one-man' companies) 
should be allowed to compute their liability on 
a Case I, Schedule D basis, the Schedule А tax 
paid being set off against the tax due under the 
Schedule D assessment. Тће Commission, while 
admitting that this change would bring adminis- 
trative economies, do not think that there is a 
good case for departing from an general system 
of Schedule A. 

Collection of Schedule A Tax 

The rules governing the collection of Schedule A 
tax and its deduction from rent form one of the 
most difficult branches of income tax law. How- 


ever, the Commission say that no fundamental 


change is called for. 
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They do recommend that the tenant’s right of 
deduction should fió longer be confined to the 
next payment of rent; he should be allowed to 
recoup himself out of the next two years of rent 
payments. Moreover, if the rent payable is less 
than the tax, he should be allowed to recover the 
balance from the landlord. Presumably it is not 
intended to drop the existing rule under which 
deduction is restricted to tax at the standard rate 
on the annual rent. 


Change of Owner or Occupier 
In dealing with the anomalies which may arise 
when there is a change of owner or of occupier, 
the report sets out the problem as follows: 

'(1) The Schedule A demand is a bill for tax upon 
the whole annual value presented on January 

. 186 to the occupier at that date. 

(2) If he has not been in occupation for the whole 
period since April sth of the preceding year, 
he is being required to pay for annual value 
that has been in part enjoyed by a previous 

' occupier. 

"> (3) Nevertheless ће is by law the only person liable 
to the Revenue (apart from the landlord of 
let property), the departed occupier having no 
liability.” 

'This is to some extent an over-simplification, no 
doubt intended. It leaves out-of account proviso 
(a) to Section 106 of the Income Tax Act, 1952, 
which directs that an occupier who quits shall be 
liable for the tax payable in respect of the period 
up to the date of quitting, so far as such tax falls 
to be ultimately borne by him, i.e. to the extent 
of his beneficial occupation, whether as owner or 
otherwise. 

Dealing with sales, the report says itis common 
form for the purchaser to require the vendor to 
meet the vendor's proportion of the accruing tax. 
Perhaps a more accurate description of the prac- 
tice, at least in the case of owner-occupiers, where 
completion is fixed for a day between April sth 
and January rst, is that the vendor's proportion, 
which is his liability by virtue of proviso (a), is 
set off against the amount due to him from the 
purchaser. 

Tax Arrears 
The report méntions the case where after a sale 
it transpires that there is unpaid tax for previous 
years, and observes: 
"Ihe làw seems to be that that liability can be 
- exacted: from the new occupier and that the 
Revenue has no right to proceed against the old 
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one. The new occupier would not, in such a case, 
have made any stipulation with the vendor, for the 
liability was not apparent. It seems wrong that the 
tax could be collected from him, not from the 
predecessor, and the position ought to be corrected.’ 
These words clearly contemplate sales between 
owner-occupiers. Such cases are within provisos 
(a) and (c) of Section 106. Proviso (c) in particular 
prohibits the levying of Schedule A tax on an 
occupier if that tax ought to have been ‘levied 


‘upon and ultimately borne by any former 


occupier’. Of course, where the former occupier 
was a tenant at a rack-rent, there may well ђе 
hardship, particularly on a beneficial occupier. 


What is an Owner? 
Maintenance relief.is expressed to be confined to 
‘owners’, but in practice anyone who has ulti- 
mately borne part of the tax is treated as an 
owner. 'The report recommends that this practice 
receive statutory sanction. · 

The problem also arises in relation to a- block 
of flats, apartments, or offices which according to 
Section 109 (1) (c) should be assessed in one sum 
on the landlord. Section 113 provides that a house 
divided into ‘distinct properties’ and occupied by 
*distinct owners', or Њејг respective tenants, each 
distinct property is to be Separately assessed on 
its respective occupier. 

The Commission agree with the suggestion 
that a tenant who pays a substantial premium for 
a term of years acquires a right of property of 
the kind contemplated by Section 113, and 
recommend that steps be taken to assess such 
cases under that section. Should: amending legis- 


.lation be necessary for this purpose, it should not 


apply to cases where the lease was granted before 
such legislation comes into force. Perhaps a more 
appropriate date would be July 2nd, when it was 
officially announced that the Revenue had 
decided to assess under Section 113 instead of, as 
formerly, under Section 109 (1) (c). 


Church of England Parsonages 
The recommendation that Church of England 
clergymen should not pay tax on their parsonage 
houses will give general satisfaction, although 
it is difficult to reconcile with the general theory 
of taxable capacity. However, ministers of other 
denominations do not pay ¢ax in similar circum- 
stances and it is hard]y fair to continue the 
discrimination. . (To.be continued.) 
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О man can serve two masters. Because of 
| this simple.truth, a Court of Equity will 

not permit a man to be placed in such a 
position that his duty as a trustee conflicts with 
his own personal or selfish interest.! — 

No trustee may make a profit out of his office, 
>and, accordingly, neither an executor nor a 
trustee is entitled to charge any fee for his services 
as executor or trustee.) If a trustee purchases 
trust property from himself and his co-trustees 
(without the sanction of the Court) the transac- 
tion is liable to be set aside — irrespective of the 
fact that there may be no fraud or dishonesty. 

An exception arises where the will or trust 
instrument particularly authorizes the payment 
but, without this special authority, a trustee may 
not even employ a firm of which he is a member 
or partner, because this would mean that he 
would eventually share in the profit made by the 
‘firm. He may, however, employ one of his 
partners and pay him for the work done, but in 
that event it must be previously agreed between 
them (i writing) that the trustee is not to share 
in the profit arising from the аеш 
directly or indirectly.* 

The extent to which this principle may be 
extended is illustrated by the case of Williams v. 
Barton®, The trustee was a clerk in a stock- 
broker’s office and he normally shared in the 
broker’s commission on any business introduced 
by him, but he was compelled to refund to the 
trust his share of commission arising out of the 
trust’s investment transactions. 

It should be appreciated that a professional 
man, such as an accountant, if appointed an 
executor, is not prevented from doing the usual 
work of his profession on behalf of the trust, but 
if he does any such work, he is debarred from 


charging the trust estate with anything other 
than his out-of-pocket expenses. $ l 





| Тће Testator’s Option 
The means by which a testator may compensate 
1 Re Barker ((1886) 34 Ch.D. 81). 
3 Robinson v. Pett ((1734) Р. Wma. 251). 
3 Re Gates ([1933] Ch.D. 913). 
* Clack v. Carlon ((1861) fo L.J.Ch. 639). 
5 Williams о. Barton ([1927] a, Ch. 9). e 
* Moore v. Куота ((1837) з Му. & Cr. 45). . 
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ТНЕ РАҮМЕМТ. ОЕ NL 
. REMUNERATION- TO TRUSTEES 


Ђу CYRIL A. WILLIAMS, A.C.I.S. 


his executor or trustée for his trouble pi into 
three broad classes: А 

Gifts of legacies, 

Gifts of annuities, 

Authorization of the payment of a salary or 

fee out of the trust estate. 

. It will be convenient to consider each of fie 
diens separately. 


Gifts of Legacies 


The gift of a legacy seems a convenient and iape 
expedient; many testators leave to their executors 
a legacy of a fixed amount. 'There are, however, 
two big disadvantages to this method. Firstly 
the amount of the legacy has to be predetermined 
by the testator, possibly many years before his 
death, and consequently, when the time comes, 
the legacy may seem-inadequate considering the 
work to be done. Next, there is the danger that 
the executor may not get the legacy. 
- The reason for this is that where a legacy із 
left to an executor he cannot normally claim it 
if he declines to act? or is incapable of acting. 
This may not meet. with the wishes of the tes- 
tator..As to what amounts to ‘acting as executor’, 
whilst this is largely a question of fact, it might be 
noted that arranging for the burial of the deceased 
may count as ‘acting’. Likewise the taking out of 
a grant of probate has been regarded as sufficient, 
excepting where the executor acts fraudulently.? 

The mere fact that the legacy is given in the 
will prior to the appointment of the executor does 
not rebut the general principle and in that case 
an executor who fails to act may not claim the 
1 10 

On the other hand, quite a shade of difference 
in the wording of the will may be construed as 
meaning that the legacy was intended to be paid 
irrespective of whether or not the legatee accepted 
the office of executor. In Re Denby the gift was 
‘to my friend and executor’ and in that particular 
case the legacy was held to be payable even 
though the duties of executor were not under- 


* Slaney о. Watney ((1866) 2 Ед. 412). 

* Reed v. Devaynes (1791) 2 Cox. 285). 

* Wilkinson о. Wilkinson. ((1825) a S. & St. 237). 
0 Re Appleton ((1885) a9 Ch.D. 893). 


11 Re Denby ((1861) 3 D.F. & J. 350). 
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taken. Other examples in which similar decisions 
were given include Re Reeves! where the gift 
followed а life interest, and Re Bunbury's Trusts? 
where there was a proviso that in the event of the 
executor's death the legacy was to be payable to 
his next-of-kin. 

If the gift is one of residue, the question does 
not seem to arise. T'he decision in Parsons v. 
Saffery ((1821) 9 Pr. 578) covers this point. 


Gifts of Annuities 


The straightforward gift of an annuity charged 


on the income of the testator’s estate seldom gives 
rise to any great difficulty, but trouble is often 
met in instances where the testator has charged, 
or attempted to charge, the gift of the annuity 
on the capital of the estate. The payment of any 
annuity out of capital will give rise to a liability 
to account to the Revenue for the income tax 
deducted when the annuity is paid (Section 17o, 
Income Tax Act, 1952) since capital will usually 
have no taxed income out of which the annuity 
might be argued to be payable, except for sundry 
proportions of dividends and interest which may 
accrue to capital by reason of the operation of tlie 
Apportionment Act, 1870. 

Care should be taken, in the first year, that 
the gross amounts of these proportions are 
deducted in arriving at the assessable sum. The 
amount is usually not sufficient to leave anything 
over to be carried forward to later years, but this 
may be done in appropriate circumstances. 


'The Jackson case: А Failure 


An illustration of this type of construction is that 
of Re Jackson's Trusts in which the trustees 
were directed: 

‘On every January 1st on which а named 
daughter . . . should be living . to raise fx 
free from deductions etc. out of the capital of the 
residuary fund and to pay the same to the daughter.’ 
"These payments were held to be in the nature 

of a (taxable) annuity, and not to be payments of 
a series of legacies out of the capital. On the 
other hand, the fact that the source is capital 
may make it more likely that the recipient receives 
it as capital. 

In the Jackson case Mr Justice Wrottesley 
drew attention to the fact that there was no wish 
stated (in the will) that the sums were to be treated 
by the recipient or by the trustees as capital, 
which suggests that his decision might have been 
1 Re Reeve's Trusts ((1887) 4 Ch.D. 841). 

3 Re Bunbury's Trusts (1876) L.R. то Eq. 408). 
з Jackson's Trustees o. C.I.R. (21 AJT.C. 399; 25 Т.С. 13). 
* Brodies Trustees o. C.I.R. (1a A.T.C. 140; 17 T.C. 432, 439). 
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different if the will had more explicitly put the 
onus on to capital. 

In the Wilkinson case (supra) the annuity was 
given to the trustees 'for their care and trouble 
in the execution of the trusts’ and it was held 
that the annuity was payable even though the 
trustees employed an agent to collect the rents. 
From the decision in Re Muffett,5 however, it 
appears that if the annuity had been given to the 
trustees expressly for their services in collecting 
the rent, the decision would be a different one. 


Fee or Salary Authorized in Will 

Ап executor or trustee may be authorized to 
charge a fee for his services in addition to, his 
out-of-pocket expenses. The authority may be a 
statutory one, e.g. the Public Trustee is allowed 
to charge fees (Section 9, Public Trustee Act, 
1906). Alternatively, the statute may give the 
Court a discretion — e.g. Section 42 of the 
Trustee Act, 1925, empowers the Court to per- 
mit a trust corporation (appointed by the Court) 
to charge such remuneration as the Court thinks 
fit. Similarly, an administrator pendente lite may 
be granted remuneration by the Court. This 
latter is the only instance in which an individual 
administrator is allowed by the Court to make a 
charge. 

More usually, any authority is derived from 
the wil or trust instrument itself. Note that a 
direction that an executor may make a profes- 
sional charge does not, tpso facto, imply that he may 
make a charge for doing the work of executor.® 

Provided, however, that the authority is clear 
in its language, there is nothing to prevent an 
executor or a trustee being empowered to charge 
the trust with remuneration for his services. 


Insolvent Estate 
Special note should be made that where an 
estate 18 insolvent, only out-of-pocket expenses 
may be charged. The right to remuneration, or 
even to make a professional charge, amounts to a 
legacy and if the estate is insolvent the legacy 
would not be payable. 

Presumably, if there was an abatement the 
executor’s charges would have to abate with the 
legacies, although certain fees—e.g. the Public 
Trustee’s withdrawal fee? and the income fee of 
a trust corporation (or of the Public Trustee) 
on an annuity — have been held to rank as admini- 
stration expenses and so would not abate.® 
5 Ке Muffett ((1886) 55 І.Т. бут). 

* Newton o. Chapman ((1884) 27 *C.D. 584). 
* Re Hicklin ([1917] 2 Ch. 278). 
8 Re Hulton ([1936] Ch. 536). 
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THE COMPANY DIRECTOR-IV 


OWNER AND. MANAGER · 
by A BARRISTER-AT-LAW 


This is the last in a series of four articles on the company director. The first three 

dealt respectively. with the director's personal problem of remaining in office 

against opposition; the conflict between the duty and interest of the company director 

in the performance of his work for the company; and the point of view of the share- 

holder, the owner ој the company. This last touches upon one or two of the problems 

of the director who is also a substantial, if not a majority, shareholder himself, and 
his dealings with the company and the minority interests of others. 


HE boom times for company promotion of 

just, over thirty-five years ago — when the 

public were in a mood to subscribe for 
the shares of a new company without more 
information on the venture than a bare outline 
of the bright money-making ideas which inspired 
its promoters – constituted the exceptional rather 
than the normal method of bringing a company 
into being. 

With the further exception of those companies 
which are formed ‘ready-made’ (as are often the 
subsidiaries of the larger concerns), with their 
capital fully subscribed on the day of incorpora- 
tion, practically all the limited companies in 


existence today have grown from small businesses: 


run by the founder, by a family, or by a small 
number of associates in a business partnership. 

As this partnership or family business grows, 
the many benefits of incorporation very quickly 
come to be sought, and a private company. is 
formed. This new financial framework of the 
business has many advantages over the old, 
among them continuity of existence towards the 
outside world, limited liability, and a capital 
structure which readily permits expansion by 
the creation of additional shares, or the raising 
of loans in ways not open to a partnership. 

Further than this, the ‘rights of the members 
among themselves are very much more certain 
because they have been established according to 
rules of law, and standard articles of association 
provide a more definite procedure for taking 
decisions than is usual in family or partnership 
businesses. 

Unwelcome Rigidity 

The structure of the private company has many 
disadvantages, however, compared with the loose 
business partnership, and those about to embark 
on incorporation would do well to bear them in 
mind and provide in advance, if they can, against 
many of the commoner situations which arise to 
cause failure in businesseg otherwise successful. 

One of these most important disadvantages is 


rigidity, for above all, the private company is a 
rigid structure to an extent far greater than the 
rules of law and the articles of association, or the 
example of the public company, would suggest. 

If the public company appears to offer to the 
investor an unlimited number of shares for 
purchase on the open market, which he may 
acquire or sell as his private affairs may find 
convenient, this is only because, of course, there 
are always other buyers and sellers, and not 
because the company is capable of absorbing 
unlimited capital for investment and re-paying 
it, like a partnership or one-man business, at the 
convenience of the owner or investor. 

The smaller private company, on the other 
hand, offers to its proprietor no similar oppor- 
tunity of expanding or contracting his interests 
as convenient, for the very simple reason that the 
additional voting power which every share 
represents is a privilege jealously guarded by the 
present possessor. 


To Him that Hath 


In times of prosperity, therefore, this smaller 
company expands only by the issue of shares in 
exact proportion to the existing holdings, irres- 
pective of the individual convenience of the 
part-owners; in more difficult times, of course, 
the provisions of the Companies Act prevent a 
return of capital to the hard-pressed owners 
except after compliance with a formidable list 
of formalities designed to protect the business 
creditors. There is the risk, too, of branding the 
business with the stigma of a reduction in capital. 
Partners, on the other hand, may agree upon a 
division of profits or votes in the business which 
pays scant respect to the proportions of the capital 
contributed by each, and may reduce or expand 
their undertaking as a matter almost of day-to-day 
convenience. 
The company meeting reaches its decision by 
voting majorities prescribed in the articles or 
the Companies Act, and the outvoted minority 
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has little remedy, .however great the injustice - 


may be considered, provided the decision is taken 
in accordance with the articles and well-defined. 
legal principles. The partnership, on the other. 
hand; takes account, or should take account, of the 
wishes of all the partners. Most partnership 
decisions of.any importance require the consent 
of all, and there is always the ultimate sanction 
of resignation, with the consequent necessity of 
dissolution and recoristitution of the whole partner- 
ship, on the real dissatisfaction of even.the most 
junior partner. . 


The Minority Grievance 
It is in the light of these comparisons that the 
position of the director of the small company 
may be considered, for if he takes too much 
advantage of the rules and procedures -peculiar . 
to companies to enforce his decisions upon the 
minority owner, and abuses the protection 
offered to his position by the law (a protection 


designed more to ensure business efficacy than to `- 


enforce moral obligations), the company director 
will fail in his personal relationships in a way 
which will ensure the ultimate termination of his 
directorship almost as surely as that of the director 


of the larger company who fails in his. more. 


specific legal duties. - 

Not very long ago a case came before the Courts 
in which the substantial, though not the obvious, 
cause of the dispute between two company 
directors was the failure of this personal rela- 
tionship, which had caused the break-up of а, 
very prosperous, if small, private company in 
regrettable circumstances. 

One of the two principal working directors had 
left the company to form a second in direct 
competition with the first, and had succeeded 
in acquiring a large part of the business of the 
old company. Apart from the difference of 
temperament in the two directors, the principal 
grievance of the one who left was that 50 per cent 
of the shareholding of the company was vested in 
the father of the other director, with the result that 
the preferences of this family combination could 
be enforced in all matters of policy. 

Within the structure of the original small 
company, the director with no more than 25 per 
cent of the votes at. his disposal felt frustrated and 
outvoted on every matter of importance to him, 
and even when he wished to leave, the assessment 


of the value of his shares (which he naturally ` 


required to sell) had to be carried out in accord- 
ance with rules which ensured a right of pre- 
emption in his co-director on terris not altogether 
to the satisfaction of the one retiring. - : 
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. . No Help from the Law 


"To this extent, the disadvantages of the private 
company persist even after the effective dis- 


solution of the partnership on which the company 


‘is founded, and create often enough somewhat 


difficult ethical problems which it is not within 
the province of the law to solve. l 
There is no legal obligation upon an active 


‘director who is remaining with a company to 


continue a dividend policy which ensures a fair 
share of the profits for a past director who retires 
and leaves money invested in the company; 


: nor is there any obligation on the director re- 


maining at work to buy out his past partner at a ° 
fair price. 

Similarly, on the death of a director, theres is 
usually no legal right in the widow to expect a 
pension, although there are frequently provisions 
in the articles of small companies which allow for 
widows to hold the shares of their deceased 
husbands, with the obvious expectation that they 
will continue to enjoy a share of the profits. 
Even, though, with this right to hold shares, the 
widow has no means of ensuring that she will 
continue to receive an undiminished dividend on 
them. 

Those remaining often regard themselves as 
the sole supporters of the company, unfairly 
burdened with the obligation to earn profits in 
order to pay dividends to the dependants of 
others, whom perhaps they have never even met. 
Placed in this position, they often feel tempted to 
raise their own salaries by, means of meetings at 
which the requisite resolutions are validly passed, 
at the expense of the profits and the dividends for 
ensuing years. In this event the minority share- 
holders are often left without a remedy. 


| A Personal Failure 
It is, as often as not, in this sphere of personal 


. relations, that the successful company director is 
‘found to fail in the eyes of his associates. Legally 


he may be well in the right, for his obligations 
towards his co-directors and their dependants 
are no greater in law than is laid down in the 
company articles, the Companies Act, and the 
general law of this country. 

It is, though, just because the law falls short of 
enforcing moral obligations, and thus appears to 
give tacit approval to a denial of them, that the 
company director of the small company fails 
ultimately, for he brings upon his head in the last 
resort the sanction of winding-up at the instance 
of the dissatisfied minorit}. 


(Concluded. А 
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accounting — say, in the next fifty years? 

Mr May: I am sure that accounting, following 
the course taken by other professions, will 
develop a number of specialties. The medical 

s profession, as you know, has already created 

schools for special degrees in various branches of 
medicine or surgery. That’s going to happen in 
accounting too. Moreover, the stature of the 

accountant is certain to increase. Business has 
become an extraordinarily complex affair. The 
accountant – either in public practice or in 
industry ~ who studies the accounts of a business, 
acquires an invaluable knowledge of its history. 

When he has studied the histories of a number 

of corporations, he has added enormously to his 


in a company grows steadily in importance and 
is very likely to succeed to the presidency or to 
the chairmanship of the board. 
| Mr LAWLER: Ernest Breech just made it. He 
was named board chairman of the Ford Motor 
Company. 
Mr Мах: Well, that will happen more often in 
the future. It is already pretty common in Eng- 
land. . . . But going back to your question. 
Accounting has so many uses that it is bound to 
e split into different fields. There is the account- 
ing related to financial rights and obligations . . 
the accounting that serves to guide management 
. . the accounting needed to inform investors . . 
the accounting required for taxation and regu- 
lation. It's a very large field. Personally, I made 
up my mind early that I was going to concentrate 
on one or two aspects of it — and І am not sur- 
prised that young accountants do the same today. 
In fact, they would be well advised to develop 
some competence in such contiguous fields as 
engineering, economics, or the law. I did that, 
you know. I worked enough with economists so 
that, among lawyers, I could pass as a pretty good 
| economist myself. And I worked a great deal 
with lawyers so that I could pass as a pretty good 
lawyer among economists. And І used both. to 
| great advantage in my accounting practice. I 
think that will become«more and more necessary 
as time goes on. It's quite jmpossible — except for 
| a giant like Winston Churchill — to be a master 





ualifications. And the chief accounting officer. 
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SPECIALISM 


George O. May, F.C.A., C.P.A., is a name that needs no introduction anywhere in 
the aecountancy world. On the eve of his eightieth birthday he gave the Editor of 
the ‘Journal of Accountancy’ his appraisal of the dynamic and exciting future 

of accounting. As part of Mr May’s observations concerned a subject which has 
recently been discussed in our columns, we have pleasure in reproducing the 
` following extracts from the Jane 1955 issue of our American contemporary. 


Mr Joun Law ier: What do you see ahead for in all branches of a subject, particularly in one as 


D 
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widespread as accounting is today. 

Mr LAWLER: There are perils in specialization, 
of course. 

Mr May: There are. But there are perils in 
everything. The Greeks with their ‘nothing to 
excess’ doctrine remain the supreme philosophers. 
I’ve been reading a biography of Ralph Waldo 
Emerson ~ а great man in many ways; but I 
think one of the defects in his character was his 
over-emphasis on self-reliance. You must be able 
to rely on yourself; but it is equally important in 
life to be able to work with others. 

Mr Law ier: Emerson advocated self-reliance, 
but he rarely practised it. He, too, would have 


‘been lost without his friends. 


| 


Mr МАХ: Yes, I agree. Thoreau was а much more 
sympathetic character; he lived his philosophy. 
Mr LawLER: One of the specialties will 


‘certainly ђе counsel to management – and there 


are a number of hazards in that type of service. 
Mark Eaton, in his article in the February 
Journal, suggested that it might be worth con- 
‘sidering whether or not a multiple set of ethics 
‘should be formulated for each of the different 
functions of the accountant. 

Mr Мах: Well, that is the really difficult prob- 
lem. The ethical responsibility of the independent 
auditor acting for the investor is fairly well 
defined. And it is a really noble obligation. 
Indeed, it is one of the things that makes account- 
ing a profession rather than a mere craft. Cer- 
tainly, there is a danger of losing that quality as 
a result of this expanding service to management. 

Mr Lawer: А lot of people are concerned 
about it. 

Mr May: On the other hand, it is perfectly 
logical for an accountant to be involved in 
management problems. After all, the man who 
plans an audit programme must have an initial 
knowledge of the industry as well as a firm grasp 
-of accounting. This makes him the natural person 


‘to advise management on improvements. In that 


sense, there is no conflict. The conflict might 
arise when his advice turns out to be wrong. But, 
of course, that sort of conflict exists in a lot of 
areas - the tax field, for example. Life i is full of 
such problems. 
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NORTH AMERICAN COMMENTARY — LXIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, fune · 

Dynamic Accounting: Mr George O. May 
Nan interview on the occasion of his eightieth 
birthday, Mr, George О. May, one of 
America's best known accountants, gives his 

views on the future of accounting. He considers 
that the profession's biggest job is to re-examine 
the basic assumptions upon which it now 
operates. Не sees the need for change in the 
governing conventions which werein harmony with 
the social and economic conditions of sixty-three 
. years ago, when he first entered the profession. 
Mr May lists the signs of the times: inflation 
which seems likely to resume its course after a 
temporary check; the new objective of full 
employment with ever-increasing and sometimes 
artificially-stimulated capital investment; the 
incidence of taxation; pension plans for labour 
and management; research expenditures reaching 
$4 billion a year; the opening of the era of atomic 
power. Then he names the three most important 
postulates: in.accounting; the monetary postulate, 
the postulate of permanence, and the postulate 


that all income arises at the moment of realization. _ 


These were all good working hypotheses to start 
with, he says; but they should be: constantly 
checked for validity against current conditions. 

If changes in the value of money become too 
great to be ignored, Mr May says that the pro- 
fession should consider three’ possible, steps. It 
may decide to adhere to the original postulate, 
recognizing that it is not entirely valid and warn- 
ing people to discount figures accordingly; or it 
may supply supplementary information estimating 
the effects of currency fluctuation, without 
embodying them in the formal accounting; or it 
may accept monetary changes as so significant as 
to necessitate reflection in the formal accounts. 
Mr May would have the accountant himself 
accept responsibility for accounts corrected for 
changing money values. He says he can remember 
the days when it was argued that depreciation 
itself should not be provided for because different 
methods arrived at different results, just as it is 
said today that since there is no one satisfactory 
1 Part of thia interview is reproduced on another page of 
this issue. 


price ‘index it is best to ignore them all. His 
answer is that use of any one of a number of 
possible indexes will make the accounts more 
right than if the figures are left unadjusted. 

With creation of new industries and obso- 
lescence of old, as discoveries in atomics and 
electronics continue, Mr May sees a growing 
challenge to the postulate of permanence. 
Accounting research bulletins have established 
procedures for dealing with obsolescence of 
minor parts of an enterprise but not of the whole 
enterprise, and research on this scale, says Mr 
May, will be the work of generations. He en- 
visages the possibility of establishing in time a 
synthesis of accounting concepts, an adequate 
framework of postulates supporting concepts 
implemented by sound methods. 

There should be someone in each firm, he thinks, 


: aloof from the cares of the day and able to devote 


some time to broader questions of accounting 
policy. He would have more accountants given 
such instructions as were given to him when he 
assumed this position in Messrs Price Waterhouse 
& Co in 1926: 

І don’ t want you to do any work; 1j just want you 
to go your own way and develop ideas... . You'll 
earn your year's pay in twenty minutes one day.' 
Mr Мау would like to see some large foundation 

giving a grant, say a million dollars, to some 
educational institution for the creation of a special 
department in accounting. The department 
would. devote itself to the broader philosophic 
questions, to an evaluation of the assumptions 
which provide the present-day foundations of 
accounting. Saying that Britain has already done 
this (presumably at Cambridge University), Mr 
May would not have the United States fall 
behind. He is sure that accounting, like the other 
professions, will develop a number of specialties, 
splitting into different fields — financial, manage- 
ment, investment, taxation. Не advises young 
accountants to develop some competence in such 
contiguous fields as engineering, economics or 
the law. 

Turning finally to the question of ethics, Mr 
May notes the danger af conflict between the 
independent auditor's responsibility to the in- 
vestor, a really noble obligation, and his duty to 
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management in the expanding service of today. 
Ја the end, he says, it is a question of character, 
the willingness and the ability to stand up to 
ienn, and the authority to get it accepted with- 
ut ill-feeling. In his conclusion, Mr May. urges 
e accounting profession to show its maturity 
by admitting the magnitude of its unsolved prob- 
ems and organizing effectively for their solution, 
thus proving convincingly that it has come of age. 


Commercial Finance Companies 

Mr Herbert R. Silverman, chairman of the board 
of the National Commercial Finance Conference, 
tells of the rapidly growing importance of the 
commercial finance: company in financing the 
expansion of business in the United States. From 
the financing of some $536 million in open 


$2-1 billion in 1951 and from that, by 45 рег cent, 
to $32 billion in the three years to 1954. 

Such present-day giants as Monsanto Chemical 
Co, Dow Chemical Co and National Airlines owe 
their existence to funds from commercial finance 
companies in earlier times, says Mr Silverman. 
| The security is usually receivables or merchandise 
and the basic principle.on which funds аге 





advanced is that they must serve a constructive - 
Not long ago the Committee on Accounting 


need. With one out of every five machine-tools-in 
America's metal-working industry over twenty 
years old and more than half at least ten years old, 
the accountant will be asked increasingly for 
advice, on the replacement of tools. Mr Silverman 
sees the accounting profession moving more and 
more into the field of management engineering, 
which it has in the past allowed to go by default 
to others less fitted by knowledge of each client's 
problems. He advises the discerning accountant 
to give serious consideration to the commercial 
finance company when assisting top раев 
іп matters of finance. 


The New York Certified Public PM 
New York, јипе l 
Interim Audits and Monthly Audits  . 

Monthly audits are common іп ће United States 
and the auditor, according to Mr Herbert B. 
Fischgrund, c.P.4., is being caught in a squeezé 
between his own rising costs and those of his 
client who, with reducing profits, begins to look 
askance at audit costs which he considers un- 


productive. Mr Fischgrund proposes the interim ` ; 
panies restored to accumulated profits the excess 


audit as the solution, an audit at any period during 
the fiscal year other than the fiscal year-end. The 
average American accountant probably does much 
more writing-up of his client’s books than his 
British counterpart. Mr *Fischgrund is obviously 


accounts receivable in 1941, the volume rose to’ 
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secking to reduce this work in favour of manage- 


. ment counselling. During interim audits, he says, 
running schedules of asset and liability accounts 


and analyses can be started and maintained, and 
much can be done to save time at the year-end. 


‘ The result will be, he thinks, a more satisfied client 
' receiving services of a more professional nature. 


The Canadian Chartered Accountant, 
Toronto, fune ` 

The Quarterly Report 
The editorial quotes from remarks made by Mr 
Ralph Blackmore, financial editor of the Toronto 
Globe and Mail. Mr Blackmore calls on com- 
panies to prepare a simple quarterly statement for 
their owners. A quarterly report would enable 
shareholders to compare the results of like 
periods from year to year instead of their being 
left to try to piece together how their company 
ought to be doing, says Mr Blackmore. He would 
include simply the net profits with a few other 


`. figures such as sales, costs, etc., and a few words 
„оп the general state of the industry and the com- 
' pany's own outlook. * 


| Depreciation and Income Tax in Canadian 


Published Accounts 


Research of the Canadian Institute of Chartered 


_Accountants made recommendations in Bulletin 


No. 1o for treatment of depreciation in the finan- 


` cial accounts, where the amount charged in the 
“books differs from that claimed for income tax. 
“The need for this arose with the abolition of the 


regulation which had long prevented limited 
companies from claiming more for income tax 
than they had written off in the books. Where the 
larger claim for income tax results in a tax 
reduction, the committee recommended that the 
saving should be reflected as a charge against 
profits and as a deferred credit on the balance 
sheet. 

"Miss Gertrude" Mulcahy, of the Institute's 
tesearch department, reveals that an examination 
of forty annual reports for 1954, in which the date 
of the auditor's report was later Шап’ the date of 
release. of Bulletin No. 10, shows no unanimity 
of opinion in regard to this matter. Nineteen 
companies reflected the tax savings in the profits 
and twenty-one used the deferred credit method 
or a modification. Also seven of the latter com- 


of prior years’ claims for depreciation over normal 
provisions, less the resulting tax saving. Whether 
the bulletir's recommendations will be generally 


acceptable to Canadian accountants is not yet clear. 
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LOSS OF PROFITS INSURANCE 


"А PRACTICAL APPROACH 


by R. I. CLEWS, F.C.I.I., A.I.A.S. 
Consequential Loss Adviser, Glanvill, Enthoven & Co Ltd 


ERY familiar are Alexander Pope's words, 

\ / ‘For fools rush in where angels fear to tread’. 

Even more appropriate to my situation are 
those from King Richard III: ‘Wrens make prey 
where eagles fear to perch’. As a wren among eagles 
I crave your indulgence. Loss of profits insurance 
is a subject so amorphous that it is not easily attacked, 
so allow me to change the idiom 
and to jump in the deep end, 
but not the very deep end. 

There is no doubt that profits 
insurance has the unfortunate 
reputation of being difficult to 
understand. I even know an ac- 
countant who holds this opinion. 

Let us consider three possible 
reasons for these unwarranted 
opinions. ~ 

Firstly, many policies of in- 
surance have to do only with the 
money value of an item of 
poen In a fire policy on a 

ilding for instance, one needs 
only to take into account the 
value of the property at a par- 
ticular time. Thus, the figures 
involved have only one dimen- 
sion, that is, an amount of 
money. 

In a profits policy one is, 
however, considering a rate of 
payment (or a rate of receiving) 
over a period of time, thus intro- 
ducing a two-dimensional idea 
which may be confusing. 

To accountants this should present no difficulty 
as they are well acquainted with the idea of a value 
at a particular time as in a balance sheet and with 
the idea of earning or spending money over a period 
of time as in an account. | 

It would be futile to elaborate this point as it is 
elementary dnd you will appreciate that any amount 
of money mentioned in a profits policy or used in 
connection with it must refer to earning or spending 
over a particular period of time. 

The second reason for confusion is that the policy 
contains formulae showing how the amounts payable 
in the event of a claim shall be calculated. Un- 
fortunately, even a simple formula appears com- 
plicated when expressed in legal phraseology. The 
A lecture delivered to the London and District Society of 


Chartered Accountants on March 24th. Mr J. H. Mann, 
M.B.E., M.A., F.C.A., Chairman of the iety, presided. 
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profits policy is a formidable looking document. 
This is misleading because it is really very simple. 

The formulae used in the British profits policy 
freely employ the idea of the ratio. For instance, a 
loss of what is called ‘gross profit’ is usually estimated 
by finding the loss of sales in a particular period and 
multiplying this loss of sales by the ratio of ‘gross profit’ 

a 1 to sales in a previous financial 
year. То express a ratio in words 
is very difficult. Consider the 
dictionary definition of ‘ratio’: 

“T'he relation one quantity 
has to another of the same 

‘kind as. expressed by the 

quotient of the first divided 

by the second.’ 

In other words, the ratio of £50 
to {100 is 50 per cent. How 
pompous is the dictionary and 
how simple is the ideal This 
epitomizes the profits policy and 
the ideas in it. It would be 
possible to give a talk on those 
two points alone but I would 
like to pass to what I personally 
consider to be the most import- 
ant reason for the confusion 
surrounding 1088 of profits in- 
surance. It is that the matter is 
usually considered the wrong 
way round. 

Practically all policies seem 
to state that they insure ‘net 
. profit and standing charges' 
(defined together as ‘gross profit’). Gross profit and 
net profit are carefully defined. The insured standing 
charges are listed specially in each policy. Incidentally, 
the insurance definition of 'gross profit' rarely equates 
with the accountants' meaning of this term. 

А moment's reflection will show that it is ridiculous 
to cover the loss of a standing charge. А standing 
charge is an expense, and to lose it would naturally 
make a concern better off, not worse off. It would be 
stupid to insure against being better off. Of course, 
what is really meant is that the policy covers loss of 
income out of which the standing charge would 
normally have been paid. i 

There are historical reasons for the usual approach 
but these need not be discussed here as it is now quite 
acceptable to consider the matter from the income 
point of view. This I now ргерове to до. 

This paper is about'a practical approach; let us first 
discuss the approach befote we consider the practice. 
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The Effect of Damage 
The beginning in this case is to consider a typical 
business in simplified form. The premises consist of 
two factory buildings and a block of offices. One 
building houses the dustbin department, the other 
the garden incinerator department. In each depart- 
ment the sales and costs are the same. In an extremely 
simplified form these are the accounts of the business: 











Dr. Income and Expenditure Account for year Су. 
ending April 5th, 1955 
Variable charges £ Sales ++ 100,000 
(materials etc) .. — 50,000 
Fixed (sal- 
aries etc, 25,000 
| Net profit 25,000 
£100,000 £100,000 








. You will see that for the year ending April sth, 
1955, the sales were £100,000. This is the only credit. 
On the debit side there are variable costs, that is 
those which would vary strictly in proportion to 
sales — £50,000; then fixed costs, that is, those which 
would not vary at all— £25,000; and a balance of 
‚ net profit before tax – £25,000. 

Now let us consider what would have happened if, 
' on April 4th, 1954, production in the dustbin depart- 
ment was stopped for the entire year. One cause 
could be the total destruction of the building by fire, 
but an interruption could follow the breakdown of 


things. Complete interruption to dustbin production 
will result in no sales of dustbins. This, of course, 
assumes that dustbins are sold as soon as they are 
made and that no stocks are carried. 

Now let us refer to the accounts for such a year. 


Dr. Income and Expenditure Account for year ending Cr. x 
~ 48) The same principles can apply to any business, 








April 5th, 1955 £ 
Variable charges £ Sales 5 §0,000 
· “(£50,000 X )) 25,000 
Fixed charges . 25,000 
Net profit (which 
but for fire would 
havebeenearned) 25,000 
£75,000 £50,000 
Deficit £25,000 


On the credit side, the sales will now be reduced 
by £50,000 to £50,000. On the debit side the variable 
costs will be reduced by £25,000 to £25,000. The fixed 
costs will remain at £25,000 and but for the interrup- 
tion there would have been a net profit of £25,000; 
so let us insert this figure. We now have an account 
which does not balance, a feature which whilst not 
causing an insurance man much concern, will horrify 
accountants. The debits total £75,000, the credits 
£50,000. Thus the business has a revenue loss of 
£25,000 because of the fire, and to put matters on a 
proper basis let us assume that Dustbins and In- 
cinerators Ltd have an effective profits policy, with 
the Grand Universal Washhouse and General Fire 
and Accident Insurance Со Ltd, under which they 
recetve £25,000. 


the transformer supplying electricity or many other ` 
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These are the results of a total interruption: 
Dr. Income and Expenditure Account for year ending Cr. 





April 5th, 1955 | 
Variable charges .. nil Sales “nil 
Fixed charges .. 25,000 
Net profit (which 3 
but for fire would 
. havebeenearned) 25,000 
£50,000 Nil 
Deficit £50,000 
Salient Points 


. Let us consider what we can learn from this demon- 


stration. The important points are; 


(x) Damage to the plant can cause interruption to pro- 
duction. 


(2) Interrupted production can result in loss of sales. 
3} Lost sales will result in reduction in income. 
(4) The revenue loss to the business cannot exceed the 


amount of the sales lost (unless extra costs are in- 

curred as the result of the interruption). . 
(5) If the business has no variable charges then the loss 

will equal the loss of sales. $ 














'(6) Lf the business has some variable charges, then the 
loss will equal — Partíal Total 
The loss of sales (50,000) (100,000) 
|o Less the expenses за 
because of the fire .. — (25,000) (50,000) 
(Los - (£25,000) (£50,000) 
. (7) Other things than a stoppage of production can 


interrupt sales, as, for instance, the destruction of a 
warehouse containing finished goods, or damage to 
customers’ premises so that purchases are not made. 
In fact, any event which will interfere with sales, 
and Ius income, can be the operative peril resulting 
in a loss. 


whether manufacturing, trading, or the type giving 


& Service. 


Excluding Variable Expenses 

You may be wondering at this point why a simple 
policy cannot be issued which states that the amount 
payable is the loss of sales from which shall be sub- 
tracted the amount of the expenses saved. This 
would be possible and is ently done for profes- 
sional concerns. However, in most other types of 
business there are some charges which are always 
strictly variable with income. The most obvious 
example would be the cost of materials. . 

Insurance companies will charge premium on the 
amount stated to be insured, that is, if sales are 
insured the premium will be charged on the amount 
of the sales- Notwithstanding this, a clause will be 
included in the policy saying that-the amount payable 
shall be the loss of sales less the reduction in costs 
because of the fire. If, therefore, there are any 
expenses which will always be reduced strictly in 
proportion to a reduction in sales, then these need 
not be included in the insurance. They can never 
form part of a claim and if they are included, premium 
will have to be paid on them for no purpose. 
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Insurers in the United Kingdom usually require 
the variable enses which are eliminated to be 
named in the policy. Applying these principles to our 
dustbin and incinerator factory we can have a policy 
as follows: 

Brief Details of Policy for Dusthins & Incinerators Ltd. 

Insured item: Sales leas variable charges (the latter to be 
named). 

Sum insured: £50,000. 

Maximum period of interruption covered (‘indemnity 
period ): Twelve months, 


The "Turnover! Formula 


Let us consider the following figures from the 
income and expenditure statements: 
Figures (a) and (b) From statement following partial inter- 


ruption 
(a) Loss due to fire £25,000 (с) Sales less vari- 
pos charges in 





. year .. £50,000 
PM sales .. £50,000 (d) Sales i in normal 
year . £100,000 
ON £25,000 : - © _ £50,000 
"(E 7 £50,000 7 °% (0 Fr00,000 ^ 59% 
Whatever the figures: | 
@ _ (0 © 
(5 (d) therefore. (a) = (b) x @ 


Test .this with figures from statement following total 
interruption: 





{a ) ? | > p £50,000 
~ 0). 100,000 dpa £100,000 
СОЕ Ge: £100,000 x Re 


у ж. £50, ooo which is correct. 
"Thüs'we can state a principle that the amount lost 
can be calculated from the following formula: 
Reduction in sales because of fire 


X sales in normal year 
In the policy, this calculation is referred to as ‘rate 
of gross profit applied to reduction in turnover’. 

If you examine the accounts of our factory you will 
find that the amount of ‘sales less variable charges’ 
is the same as ‘net profit plus fixed charges’, There- 
fore, if instead of describing the insurable amount as 
‘sales less variable charges’, we describe it as ‘net 
profit plus fixed charges' – the result is the same. 





‘Sales’ Approach Preferred 
"There are, in my opinion, many reasons for preferring 
the sales approach, as follows: 

(1) The object of the policy is to protect against 
loss following reduction in income. It is an aid 
to clear thinking if the cover is stated i in these 
terms. 

(2) There is a tendency, when insuring ¢ on a net 
profit plus fixed charges basis to list the fixed 
charges by considering whether or not they 
would continue after a fire. This is a highly 
dangerous method because only one fire can be 
considered at a time.’ : 

A list of fixed charges made out on this basis 
is likely to prove n short if a claim 
is made., - 


sales less variable charges in normal year — . 
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If, on the other hand, the variable charges 
are ‘eliminated, а: variable charge . being con- 
sidered as one which would vary strictly in 
proportion to sales, then a fuller and more satis- 
factory insurance will be arranged. 

(3) In modern business there are large numbers of 
.fixed overheads and it is often simpler to list 
the variable charges than to list all the overheads. 

(4) If new overhead charges are introduced, these 
will automatically be included in the insurance. 
The standing charge policy would need special 
revision which may be overlooked, 

' (5) Non-recurring items will not be excluded. 


Typical Policy Form 
1 do not propose to dissect the policy wordings, 
but for reference a specimen of a ‘sales less variable 
charges’ form jis: 
Specification referred to in policy No....... = 


in the name of 


a o n 


Item No. 1 Sum Insured 
I. On gross profit 
2. On auditors’ fees 
` Total sum insured: £ 
Item No. X 


e insurance abides item No. 1 is limited to loss of gross . 
profit due to (a) reduction in turnover, and (b) increase in 
cost of working and the amount payable as indemnity there- 
under shall.be: 

(a) In respect of reduction ё in turnover: the sum produced 
by applying the rate of gross profit to the amount by 
which the turnover during the indemnity period 
shall in consequence of damage, fall short of the 

~ — standard turnover; 

(b) In respect of increase in cost of working: the additional 
expenditure necessarily and reasonably incurred for 
the sole purpose of avoiding or diminishing the 

- reduction in turnover which but for that expenditure 
would have taken place during. the indemnity period 
- in consequencé of the damage, but not exceeding 
| the sum produced by ap lying the rate of gross profit 
to the amount of the reduction thereby avoided, 
less any sum saved during the indemnity period in respect 
of such of the charges and expenses of the business payable 
out of gross profit as may cease or be réduced in conse- 
quence of the damage, provided that if the sum insured 
by this item be less than the sum produced by applying 
the rate of gross profit to the ánnual turnover, the amount 
payable shall be be proportionately reduced. 


Item Мо. 2 

The insurance under Item No. 2 is limited to the reasonable 
ie payable by the insured to their auditors for producing 
and certifying any particulars or details contained in the 
insured’s books of account or other business books or 
documents or such other proofs, information or evidence 
as may be required by the company under the terms of 
condition 4 of this policy. 


Definitions 
Gross profit: The amount by which — 
- (i) the sum of the turnover and the amount of the closing 


shall exceed – 

(ii) the sum of the amount of the opening stock, the 
amount of stock purchased. and the amount of the 
specified working expenses. 

N.B.~ For the purpose of tiis definition, the amounts 
of the opening and closing stocks shall be arrived at in 
accordance with the insured’s usual accounting methods, 
due provision being made for depreciation. . 
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Spectfied working expenses (To be listed) | 

Turnover:. The money paid ог payable to the insured 
ior goods sold and delivered and for services rendered in 
Course of the business at the premises. . | 
Indem period: The period beginning with the occur- 
rence of the damage and ending not later than .......... 
months thereafter during which the results of the business 
shall be affected in consequence of the damage. 





Rate of gross UM: The) to which such adjustments 
yate of gross pro t earned on | shall be made as may be 
the turnover during the finan- necessary to provide for the 


ial qu immediately before | степа of the business and 
е date of the damage for variations in or special 
Annual turnover: The) circumstances affecting the 
over during the twelve | business. either before or 
months immediately before f after the damage or which 
the date of the damage. would have affected the 
* Standard turnover: The) business had the damage 
turnover during that period | not occurred, 90 that the 
in the twelve months im- | figures thus adjusted shall 
ediately before the date of | represent as nearly as may 
e damage which corre- „Бе reasonably practicable 
sponds with the indemnity | the results which but for the 
period, damage would have been 
obtained during the relative 

period after the damage. 
Memorandum 1: ТЕ during the indemnity period goods 
shall be sold or services be rendered elsewhere than 
lat the premises for the benefit of the business either by 
(the insured or by others on his behalf, the money paid or 
payable in respect of such sales or services shall be brought 
into os in arriving at the turnover during the indemnity 
реп * | - $ 
Memorandum 2: In the event of the profit earned 
or during the financial year most nearly concurrent with 
any period of insurance as certified 
auditors, being less than the sum i thereon, a pro, 
rata return of premium not exceeding 50 per cent of the. 
premium paid on such sum insured for such period of 


this policy, such return shall be made in respect only of so 
much of the difference as is not due to such damage. 
Memorandum 3: It is understood. and 


account or other business books or documents which may 
be required by the insurers under condition No. 4 of this 
policy for the purpose of investigating or verifying any 
claim hereunder may be produced and certified by 
if at the time they are acting as the inaured’s auditors, 
and their certificate shall be prima facie evidence of the 
particulars and details to which such certificate relates. 

Memorandum 4: Payments on account may be made to 
; the insured monthly during the indemnity period if desired. 


Extra Expense Cover 
I now briefly refer to clause (b) above, the so-called 
‘increase in cost of working cover’. The term increase 
in cost of working is misleading and I think that a 
better description would be ‘cover for extra expense: 
| to minimize the loss’, This is similar to a salvage 
charge under a policy on property. Normally the 
amount claimable is limited to the loss which would 
have been payable had thé expense not been in- 
curred. If the insurance is inadequate in any way, 
particularly if the maximum indemnity period is 
too short, only part of the additional cost will be 
claimable. The costs must be extra to those incurred 
when the business is nfhning normally, the meré 
increase in the ratio of an expense to sales or produc- 
tion is not covered by this clause. ` 
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. the insured’a.. 


Insurance will be made in respect of the difference. If any . . 
damage shall have occurred, giving rise to a claim under ' 


.that any | 
particulars or' détails contained in the insured's books of 
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In the net profit plus standing charges policy 

there is the notorious Memo. 2, which reads: р 
- ‘If any standing charges of the business be not 
''insured by this policy then in computing the - 
amount recoverable hereunder as increase in cost of 
working that proportion only of the additional 
expenditure shall be brought into account which 
the sum of the net profit and the insured standing 
charges bears to the sum of the net profit and all 

‘the standing charges.’ | 

This provides for partial payment only of the 
additional cost if all standing charges are not insured. 
As there is no definition of standing charge in the 
policy but only of named ‘insured standing charges’, 
it must obviously be difficult to operate except where 
undeniably fixed payments are omitted. 

However, it is regarded by insurers as a safeguard 
against under-insurance due to an inadequate list 
of insured standing charges. : 

No counterpart of this memo. usually appears 
in the sales less variable charges policy. For this 
геазоћ the insurers generally will not issue a sales 
less variable charges policy unless they are satisfied 
that truly variable charges only have been.deducted. 


би m ; Practice , 
е title-of this paper is “Loss of profits insurance: 
a practical approach’. We have dealt with the 
approach and we-can now concentrate’ on the 
practice. I propose to confine my remarks to two 
aspects of profits insurance which are of interest to 
an accountant, namely: v 
(1) Arranging new insurances or the revising of 
existing covers. d 
(2) Certifying figures for premium adjustment. 
Unfortunately, time does not permit my peroration 
to be about claims. 


Arranging and Revising Policies 
This problem falls into three sections: 

(a) The definition of that part of the income 
which is to be insured and its associated sum 
insured. 

(b) The selection of the maximum period for which 
"interruption to the. business is to be covered 
i indemnity period). | 

(с) A consideration of those events, following 
which loss due to interruption is to be insured: 

.(i) the perils to be insured againgt; (ii) the 
„locations at which. these perils have to occur 
before the insurance is operative. 


| The Insurable Amount 
Unfortunately, insurance ‘companies issue proposal 
forms in which they include a ready-made list of 
what they call standing charges. The proposer is 
directed to delete those not applicable and to make 
any required additions. The result is that policies 
have been freely issued ing descriptions of 
“expenses which are not readily identifiable in. the 
accounts. You have, no doubt, all had to deal with 
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items of this kind in supplying premium adjustment 
certificates. It is quite clear, therefore, that the 
description of the insured amount should always be 
prepared so that any items mentioned thee bear 
the same words as in the accounts. 

In making our definition, therefore, we must have 
in front of us a copy of the last annual accounts. 
The profit and loss account alone is of little value. 
We require the manufacturing, trading, profit and 
loss and sometimes profit and loss appropriations 
accounts, or their equivalents. Each debit should be 
examined in turn and three lists produced. It would 
help if we refer to the following accounts of a business 
where we have sorted the debits into three columns. 
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This technique can be adopted for all forms of 
accounting, whether traditional or based on budgeting 
and costing. 

Our purpose is to divide the charges into three 
groups, viz.: 

a) Those which will vary strictly with sales. 

b) Those which will not vary at all. 

c) Items which cannot definitely be grouped 
under (а) or (6). These items we will consider 
in detail later. 

You will observe that the idea of an expense which 
will continue (or conversely one which will be 
reduced) after a fire, has not been considered. The 
reasons for rejecting this approach have already 


Dustsins & INCINERATORS LTD 


Manufacturing and Trading Account for year ending April 5th, 1955 














Year to Year to 
April 1954 £ April 1954 £ 
To Stock in hand at 416154. 10,000 90,000 Ву sales (net) .. Е 100,000 
Purchases (net) . 30,000 ; 
40,000 
Less Stock in hand at 
414155 · 15,000 
1. 22,500 Materials consumed Я 25,000 
2. 18,000 "То Direct wages and national insurance 20,000 
3. 7,200 ,, Fuel and power - 8,000 
4- 360  ,, Carriage inwards . 400 
41,940 ,, Balance (gross profit) 46,600 
£90,000 £100,000 £90,000 £100,000 
Profit and Loss Account p year ending April 5th, 1955 
Year to Year to 
BG Л April 1954 n 
5. 2,700 To Management salaries 3,000 41,940 By Gross profit brought down 46,600 
6. 4,500 ,, Office salaries 5,000 
7. » National insurance — : office and man- 
т8о agement .. 200 
8. 900  ,, Repairs and renewals 1,000 
9. 450  ,, Carriage outwards .. 500 
10. 900  ,, Travelling expenses 1,000 
II. 180  ,, Advertising .. 200 
12. 900 ,, Commission 1,000 
13. 450  ,, Rent 500 
14. 180  ,, Rates 200 
15.  I,800 ,, Insurance premiums | 2,000 
16. 45 ~» Printing and stationery — .. 50 
17. Sr  ,, Telephones, telegrams and ‘postage go 
18. 90  ,, Office expenses xoo 
19. 90  ,, Canteen expenses 100 
20. т89  ,, Audit charges 210 
21. 1,000  , св D ВЕ a — 
22 » Pension to widow of late works’ 
270 manager aie d 300 
23. 90  ,, Bank charges 100 
24. 450  „ Debenture interest 500 
25. 4590  ,, Mortgage interest .. on 500 
26. 720 ,, Depreciation of buildings .. 800 
27. 900  ,, Depreciation of machinery.. . 1,000 
28. т8о  ,, Depreciation of office equipment .. 200 
29. 45 ,, Reserve for bad debts Р . 50 
30. 2,700  ,, Directors’ emoluments + 3,000 5 
31. 21,500 ,, Net profit before taxation 25,000 • 
£41,940 £46,600 41,940 | 145,600 
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DusTBINS & INCINERATORS LTD . 
Analysis of Debits R 
(а). Ф) ©) 
_ Strictly variable = Non-variable Doubtful 
I. 
2. Direct wages and national insurance 
3- Fuel and power. 
4- Carriage inwards. 
5. Management salaries. 
6. Office salaries. 
7. National insurance – office and 
^^ management. 
8. " i Repairs and renewals. 
9. Carriage outwards. 
10. Travelling expenses. 
1I. · Advertising. 
12. Commission. 
»3. Rent. : 
14. Rates. 
15.| 6 Insurance premiums. 
16. Printing and stationery. 
17. Telephones, oo and postage. 
18.| Office expenses. 
I9 Canteen 
20 Audit charges. 
21 Legal charges 
22. Pension to Sidow of late works’ manager. 
23. Bank charges 
А Debentute in interest. А 
25. Mortgage interest. 
26. Depreciation — buildings. 
ah Depreciation — machinery. 
; Depreciation — office equipment. 
29. Reserve for bad debts. 
30. : Directors’ emoluments. 





been stated. None of us are sufficiently clairvoyant 
to forecast the exact kind of fire. 
п our specimen accounts there are three items 
which go to column (a): 
(i) Cost of materials. 
(п) Carriage inwards. 
(ш) Carriage outwards. 
In column (b) are: 
(i) Items of a опен nature such as interest 
on debentures, rent and some salaries. 
(ii) Items which for reasons of necessity or ex- 
pediency would not be reduced, such as 
office salaries and advertising. 
iii) Voluntary items which the insured would 
not wish to cease paying, such as subscriptions 
and donations, gratuitous pensions, etc. 


Borderline Expenses 

We now come to column (c) and you will see that 
we|have four items. Let us consider them separately 
and see if we can learn any general principles which 
will help us to deal with specific problems. · 


(1) Fuel and power 

A consideration of this item will show that the 
variability of a charge can depend upon whether 
salés are reduced by a small or by a large amount. 
Consider a factory having one large steam engine, 
théipower from which is taken to individual machines 
by |shafting arid belting. Imagine that in the mill 
there are 100 stamping machipes which stamp square 
holes and roo which stamp round holes. Imagine 





that for some reason (e.g. a fre in a customers' 
premises) only the square hole machines are required. 


"The cost of running the steam engine may be prac- 


tically identical whether all the machines are working 
or only 50 per cent of them. The building has to be 


heated so that there is no reduction in heating cost. 
, In this case we have no reduction in the cost of fuel 


and power and, on а 50 per cent interruption basis, 
fuel and power is a fixed charge. On this considera- 
tion it should be put under column (a). 

: However, consider a circumstance where there are 
no orders for round or square holes or for some 
reason production cannot be carried on of either kind. 
No heat or power will be required. In these circum- 
stances the item will be strictly variable and need 
not be included. 

You will see from the example that there is a 
rather surprising anomaly in the way we transact 
loss of profits insurance in this country. Frequently 
a bigger insurance and, therefore, a more y one, 
has to be taken to obtain a full indemnity for a 
partial interruption than is required for a total 
interruption. 

ЈЕ an item is small in amount then it is obviously 
wise to leave it in the insurance. However, the 
inclusion of an item like fuel and power which is 
generally one of the major charges of a manufactur- 
ing business may substantially increase the premium. 

Sometimes as a compromise it is possible to select 
a part of the fuel and power debit and include that. 
The part insured may be defined by reference to the 


ledger account supporting the debit in the final 
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accounts, or it may be defined by stating that the 
charge is insured to the extent of £ or more 
frequently a percentage of the total charge. 

Personally, I recommend this last device, because 
although there is some doubt as to its exact applica- 
tion in the event of a loss, the doubt is all in favour 
of the insured. Certain insurers are troubled by this 
method but they admit its application and they have 
been unable to offer a practicable alternative. 


(2) Repairs and renewals i 
This item can frequently be broken down into 
strictly variable and fixed elements. The variable 
charges may be those applying to parts of a machine 
which wear with use as, for instance, a saw blade in 
a saw-mill, whereas an example of the fixed element 
will be repairs and painting to the outside of build- 
ings, which repairs will be required however great 
or small the production inside the building. In this 
case an analysis of the item can be made. That part 
of it which is to be deleted from the insurance can 
be referred to as, for instance, ‘repairs and renewals — 
cost of saw blades only’. 





(3) Commission 

` At first sight this item is strictly variable with sales, 
as it is usually paid on a percentage of sales basis. 
However, many firms employ salesmen on a very low 


retaining salary, and these individuals are dependent ` 


for their livelihood upon commission. Such men are 
frequently of great value to the business, especially 
as they may be able to obtain employment with a 
rival concern taking customers with them. If they are 
not paid full salary and commission it is very doubtful 
whether they would stay with their original employer. 
For this reason one would not generally recommend 
the deletion of commission ‘from the cover. It needs 
to be looked into carefully. The item is a clear ex- 
ample of a charge which, though allied to turnover, 
is not really a variable charge for insurance purposes. 


(4) Direct wages 

At first sight 1t would seem that direct wages would 
be variable with production and, therefore, sales, 
It might be thought that to produce 50 per cent of 
normal, 50 per cent of the productive wage roll 
would be required. This is not generally so. In the 
first place, if manufacturing is Deine carried on at 
an optimum level a reduction in production may well 
be followed by a rise in the ratio of wage cost. For 
instance, at optimum production four men working 
for a day may produce one article. At 50 per cent of 
this rate of production it may require five men work- 
ing for a day to produce one article. This is par- 
ticularly true where there is a problem of waiting 
time. Following a fire, the position is likely to be 
even more aggravated if, for instance, a mechanical 
handling plant is destroyed. 'Therefore, on this 
argument alone, direct wages are rarely a strictly 
variable charge. . 

. The other feature about wages is that it may be 
desired to retain employees whether or not they аге 
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working. In days of full employment it is difficult 
to engage labour, this being particularly true if any 
form of skill is involved. For that reason, employers 
frequently wish to retain a labour force for very 
long periods, notwithstanding that the employees are 
idle, or engaged on unprofitable tasks. Sometimes 
the desire to pay wages for which no value is being 
received may only be for a relatively short period. 
"Therefore, direct wages may be a fixed cost for a 
period and then partially variable. From these 
remarks it will be seen that special arrangements 
have to be made for direct wages. 

Although there are several methods of insuring 
what might be called 'loss caused by reduced income 
unaccompanied by a proportionate reduction ig 
wages’, I favour the latest ‘dual basis’ method, in 
which wages are insured by a separate item from 
gross prone The method covers roo per cent of the 
wages for an initial period say one, two or three 
months, and for a percentage of the wages for the 
remainder of the indemnity period. If cover avail- 
able in the first period is not used up (as would 
happen if employees were dismissed or left), then the 
unused cover can be transferred to the second period 
when it can be used, among other things, to pay for 
the build-up of a labour force prior to recommencing 
production. 


Description of Insurable Amount 


We can describe our ‘insurable amount’ in one of 
two ways: | 5 
o Sales less variable charges. 
(2) Net profit plus. standing charges. ` 
The two descriptions are set out in the table 
on page 103. 

The income applied to direct wages is excluded 
from description (1) and not included in description 
(2). It will be insured by а special item. 


. Sums Insured 

Adequate sums insured are essential. ТЕ they are 
not adequate, part only of any claim will be payable. 
The cover is as we say in non-marine insurance 
‘subject to average’. | 

A clause is usually included in the policy allowing 
a premium return of up to 5o per cent of that origin- 
ally paid, if the sum insured is larger than the actual 
results as shown in the accounts. This provides for 
retrospective downwards but not upwards adjustment. 
Thus, an insurance of £100,000 should be considered 
as one between the limits of £50,000 and £100,000. 

After the insurable amount has been defined, past 
results and trends should be examined and a forecast 
made of the expected results. Ап insurance once fixed 
up is frequently forgotten about until it is renewed, 
thus it is wise to forecast the results starting with the 
next renewal date and extending from this date 
into the future. For instance, in times of expansion, 
а policy issued in Januasy 1955 with a maximum 
indemnity period of two years, needs its sums insured 
fixing on the expected results of 1956 and 1957. 
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Н " 
COMPARISON or Two METHODS FoR DESCRIBING ^ 
INSURABLE AMOUNT 


(1) Sales less Variable Charges Basis 





Item x. 
oss Profit: The amount by which 


1 





exceed ~ 

(i) the sum of the pande of theo ing stock, the 

bob of оса T. amount of the 
specified working expenses. 

ЈМ.В. – For the p e of this definition, the amounts 
ot he oping ша d dos ing stocks shall be arrived at in 
accordance with the insured’s usual accounting methods, 

oe provision being made for depreciation. 

Зе pros working expenses 
• 4. Direct wages and national insurance. 

. 50 per cent fuel and power. 

Carriage inwards. 5: 
. Repairs and renewals — cost of saw blades. 

. Carriage outwards. 

| (2) Net Profit plus Standing Charges Basis 

us profit: The sum produced by adding to the net 
profit the amount of the insured standing.charges, or if 

be no net profit the amount of the insured standing 

lesa such a proportion of any net trading loss 

as the amount of the insured stan ding charges bears tó 
the standing charges of the Duns. 

Net profit: The net trading profit (exclusive. of all 
capital receipts and accretions and all outlay properly 
chargeable to capital) reaulting from the business of the 
insured at the pretnises after due provision has been made 
for all standing and other charges including depreciation 
oe the deduction of any taxation eee е on 

TO: 
pus standing charges 

. Fuel and power to the extent of 5o per cent of the 

- annual amount thereof. - 

5. Management salaries. 

6. Office salaries. 

Ü National insurance ~ Safina and management. 

. Repairs and renewals, excluding cost of saw blades. 

. Travelling expenses. 

. Advertising. 

. Commission. . tos 

Rent. А 
Ratea, ' . 

15. Insurance premiums. 

16, Printing aed stationery. . 

. Telephones, telegrams and postage. 

- Office expenses. 
. Canteen expenses, 


harges. 
. Pension to widow of late works’ manager. 





i Debenture interest. 

a ortgage interest. | 

d на а buildings. 

"d Depreciation — machinery. 
Depreciation — office equipment. 

29. Reserve for bad debts. 

30. Directors’ emoluments. 


Indemnity Period 
In selecting the maximum indemnity р 
longest possible period of interruption should be 
considered, remembering that it may take longer. to 
bring sales back to погћа] than it would to regain 
production. 
Incidentally, where a maximum period. of eighteen 
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(i) the sum of the turnover and the amount of the closing | 


eriod, the `` 
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months is selected and the business is highly seasonal, 
the sum insured may have to be based on twice 
annual figures as two busy Periods may occur in 
eigliteen: montlis. 


E "The Insured Events 
(a) Perils | 
These fall into three classes: 
(i) Fire and perils sometimes added to fire insur- 
‘ances such as explosion, riots, etc. 
' (8) Breakdown of machinery, particularly steam 
engines and turbines. 
(8) Other contingencies such as infectious diseases 
interfering with schools, hotels, etc. 


· Fire profits policies are now quite common but 


‘there are numerous cases where breakdown or con- 
tingency cover is just as necessary. | 
- (b) Locations ; 
‘The insured's own premises are usually the most 
important situation but other locations may be just 
as vital. Customers, sub-contractors, suppliers, 
storage warehouses, are of extraneous locations 
which often need to be included. Theoretically, any 
event at any location which would cause loss of sales 
should be insured. But, of course, 2 line has to be 
drawn somewhere and it usually is when premiums 
are quoted to the client. 


org 


Premium Adjustment Certificates 

The premium adjustment clause for gross profit i is 
as follows: 

7 ‘Memorandum. In the event of the gross profit 
earned during the financial year most nearly con- 


t. current with any period of insurance as certified 


to by the insured’s. auditors, being less than the sum 
. insured thereon, a pro rata return of premium not 
exceeding 5o per cent of the premium paid on such 
. sum insured for such period of insurance will be 
~ made in respect of the difference. If any datnage shall 
. have occurred giving rise to a claim under this policy, 
` such return shall be made in respect only of so much 
of the said difference as is not due to such damage.' 
Thus the accountant's certificate is for an amount 
defined in the policy. Unless the policy (or the 
definition) is given to the accountant, he cannot give 
a valid certificate: You will note that no details are 
ired of the components of the amount. I give 
w a model certificate which I commend to you. 


“Prorrrs INSURANCE 
CERTIFICATE FOR Premium ADJUSTMENT 


We certify that for the financial year ending 


СТЕК 


below 


weve tt tnt n 


No was i 
(а) The amount of the wages paid as defined in item 2 
of policy No. ...... was, £ 


ey 


_ N.B. - The above figures are annual amounts, i 
| а in net profit plus .standing свв 
policies the list of ‘insured standing charges will 
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conclude with ‘miscellaneous standing charges for 
an amount not exceeding 5 per cent of the amount 
of the aforesaid standing charges’, Obviously it 
would be wrong to include the 5 per cent unless 
there were standing charges not listed, which totalled 
5 per cent or more. The 5 per cent is a limit and not 
an arbitrary amount. Sometimes the list in the policy 
bears no resemblance to the debits in the accounts. 
In such cases you have my sympathy and best wishes! 


When preparing the premium return certificate’ 
it is often possible to decide whether the policy із. 


properly worded or the sum insured adequate. A 
great deal can be learned about the trend of the 
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business and its future prospects from a study of a 
series of certificates, and properly presented, the 
information can persuade a client to take sufficient 
cover who would otherwise under-insure. 


The Perfect Policy 


I conclude with this comment. Should any of 
your clients make a claim under a profits policy, I 
am sure they will be delighted with the result pro- 
vided the policy has been arranged with appropriate 
perils; correct locations; proper description of that 
part of the revenue covered; adequate indemnity 
periods; and sufficient sums insured, 


WEEKLY NOTES 


The Institute's Autumn Meeting 
As already announced, the autumn meeting of the 
Institute 1s to be held this year at ni d from 
October 6th — 8th at the invitation of the Liverpool 
Society of Chartered Accountants. 'T'wo papers are to 
be presented, their subjects being "Profit-sharing and. 


co-partnership schemes in industry, by Mr E. 


Duncan Taylor, F.c.a., and ‘Recent developments in 
taxation’, by Mr J. E. Talbot, r.c.4., while, as in 
previous years, a number of interesting social 
functions have been 

As hotel accommodation is strictly limited, any 
member who has not yet applied to the Hon. ‘Con- 
ference Secretary, Mr J. Meskell Harvey, Е.С.А., 
Liverpool Society of Chartered Accountants, 5 
Fenwick Street, Liverpool, 2, should do so at once. 


' 
+ 


Youth Looks at America 


Between 1950 and 1953, four teams of young people! 
(their average age was 32) employed in the managerial 
side of industry in this country, attended courses at 
the American Universities of Cincinnati and Syracuse 
as the guests of the United States Government to 
study ‘the philosophy, principles and techniques of 
American business management’. They stayed nine 
months in the United States and, in addition to their 
academic programmes, visited in all 452 firms, trade 
unions, business associations and government depart- 
ments. The report of their impressions, just published 
makes interesting reading.! 

In general, they formed a high opinion of the 
vitality, initiative and individuality of American 
industry and of its acceptance of open competition 
as one of the rules of the game. Their detailed obser- 
vations are grouped under the headings of manage- 
ment, production, distribution, finance, labour and 
education, and training. In the finance section, which 
is that of most importance to accountants, they 
note in particular the universal employment (in 
America) of budgets in some form or another; the 
"Reporting Back. A report of the groups of young managers 
attending the Universities of Cincinnati and Syracuse under 


the auspices of the Mutual Бо Agency, 1951-53. 
Management Publications Ltd. 72 64 


wide use of predetermined costs, generally standard 
costs; the production of complete monthly financial 
statements for the guidance of management; the co- 
operation between financial and costs departments 
and those responsible for production; the contri- 
butions made by all levels of management down to 
the supervisory grades to the preparation of budgetary 
information and the willingness to be judged by 
results; the appreciation by smaller companies of the 
importance of the foregoing points; and the reaction 
to taxation exemplified in the provision by manage- 
ment of benefits (allowable as expenses for tax 
purposes) for employees. 

‘The teams mention that the cost departments of 
American companies are expected to be dynamic, 
especially in seeking out ways and means of lowering 
costs. Some companies operate cost reduction pro- 


grammes, These may include periodic examinations 
4 of each item of cost, made jointly between the cost 


department and the production department respon- 
sible; special investigations into particular items of 
cost at the request of any department, staff or line; 
and a form of competition where a company or 
department attempts to better the performance of 
its own best three consecutive months of the previous 
ear. 
И Paying for Roads 


. A study has been made by the Canadian Tax Founda- 


tion called Taxes and Traffic into the best way of 
financing road development in Canada, The Domin- 
ion is faced with a similar problem to this country 
in that the number of vehicles of all kinds on the 
roads has increased rapidly since the war while 
the mileage of surfaced roads has not kept pace with the 
rising traffic density. Their views are of particular 
interest at a time when this country is raising the 
priority of the road system in the capital investment 
programme and when there is a good deal of dis- 
cussion on the best way to share the cost of road 
development among those who use the roads and 
those who benefit from them indirectly. 

Their report calls for aecomprehensive study of 
Canada's road and street requirements on a long- 
term basis. Ап investipation is also necessary to 
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establish the relative responsibilities of vehicle users . 
and other taxpayers for the different classes of roads. 





апа! вітееѓа. Allocation of vehicle users’ share of total 
outlay for roads should be in accordance with 
principles which distribute costs to the various classes 
of vehicles on an economic basis and the present basis 
of taxation of private and public motor carriers should 
be |reconsidered. The authors of the report favour 
provincial aid (that is, assistance from provincial 
pions which in this respect fulfil the. same 
ctions as the central Government in this coun 
for; municipal road programmes and that aid should 
conform closely to responsibility. They favour the 
provincial governments taking over roads and 
arterial city streets where the motor-vehicle users’ 
responsibility for finding their cost exceeds 50 per 
cent df the total, with corresponding adjustments to 
thé other grants-in-aid for road and street purposes 
wi the municipality. In most provinces higher 
1 taxes and licence c are warranted if the 
present relationship between revenue from users and 
d and street outlays is valid for the future. They 





be financed in the usual manner. The report points 
out that the development of toll roads in the United 
Mee (where most progress has been made with this 
d Ye has occurred in cases where arterial roads 
c tates without the users having to stop or take 
on petrol and oil; in this way users of arterial roads 
до not always make a contribution towards their 
Eun In general, American experience suggests that 

lls should be used sparingly as a marginal method of 
raising finance. In the United States the principle is 
widely favoured that tolls should be used to raise the 
capital cost of a road but not its maintenance. In such 
cases, therefore, tolls will be only temporary devices. 


| 


et 


School Examinations 


t week Sir David Eccles, the Minister of Educa- 
n, gave his views on various proposals which have 
Бега urged upon him for changing the examination 
system, particularly as it applies to secondary modern 
hools. It is a significant fact that a strong reaction 
set in against the view current after the end of the 
that external . examinations were unnecessary 
Dealing with the suggestion that secondary 
modern schools should provide more courses leading 
ito the General Certificate of Education, the Minister 
points out that more and more of the brighter pupils 
in these schools are in fact taking the certificate. In the 
summer of 1954, 5,500 candidates from over 350 
modern schools were entered for the examination. Sir 
David has given his approval to this development, but 
he asks that modern schools should not strain their-re- 
sources to institute G.C.E. courses. A better plan would 
be to transfer bright children to grammar schools. 
He.disagrees with the suggestion that a new G.C.E. 
examination below the ordinary level should be 
instituted. The motive bthind this proposal is to 
provide an award which will be within reach of 
practically all grammar school pupils, give secondary 
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аба the toll road principle where projects cannot . 
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modern schools a reasonable examination target, and 
be an-objective criterion for prospective employers in 
choosing junior staffs. At present nearly half of the 
gtammar school population leaves with fewer than 
three passes at ordinary G:C.E. level to its credit. As 
an alternative to this lower level G.C.E. examination 
proposal, some authorities suggest a special external 
examination for secondary modern schools. 

The Minister rejects both suggestions on the 
ground that they would tend to deter pupils from 
taking the normal G.C.E. and consequently remove 
an incentive to stay at school after the age of 15. Тће 
Minister's reaction to the suggestion that he should 
alter grant regulations to allow children under 16 to 
take external examinations other than G.C.E. (Royal 
Society of Arts, for example), is also one of dis- 
approval. He feels that this suggestion would encourage 
speculation in commercial subjects at too early an age. 


Rising Industrial Costs 


An average rise of 115 5d per ton in the price of coal, 
ав announced at the beginning of this week, is esti- 
mated to cost industry about {£40 million in the full 
year. This increase, however, will have to be met at 
a time when raw material costs, excluding coal, are 
already rising. In June, the Board of Trade’s price 
index of basic raw materials increased by 1:4 per cent 
to 151. This compares with 148-9 in May and reverses 
а. downward trend which has em evident for the 
last three months. The main increases were recorded 
by rubber and copper and the movement of copper 
prices has of late been PUN concern. 
These upward movements have to be read against 


‘the ‘warning issued in the latest Bulletin for Industry 


put out by the Treasury that costs in Germany and 
the United States have been rising more slowly than 
in this country. This trend cannot go on indefinitely if 
this country’s export position is to remain unimpaired. 


Monopolies Commission Inquiry 
Sir Richard Yeabsley, С.в.Е., F.C.A., F.S.A.A., Vice- 
President of The Society of Incorporated Accountants, 
and a member of the Monopolies and Restrictive Prac- 
tices Commission, is one of a committee of eight 
appointed by the Commission to consider and report 
on the supply of certain standard metal windows and 


doors. 

The Stock Exchange Journal 
We welcome the appearance of the first issue of a new 
journal, published by authority of the Council of the 
London Stock Exchange, entitled The Stock Exchange 
Journal. 

The journal will be publi&hed quarterly and in a 
foreword to the July issue, the Governor of the Bank 
of England, Mr. C. Е. Cobbold, states that ‘as well as. 
giving domestic news about stock exchange.activities, 
official, social and personal, it will provide another 
forum for discussion on topics of general interest to 
the City’. The publication of a journal is a further . 
step in the campaign to make the Stock Ezchange and 
its doings better known to the public. . 
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FINANCE AND COMMERCE 


There is little sign of any major 
loss of confidence among investors. 
The volume of stock-market busi- 
ness has fallen slightly, possibly 
through season influences, but the 
undertone of the market remains 
firm. Any temporary setback in 
values immediately brings in fresh 
support. 
Portals' Profits 

This week's reprint gives tbe 
accounts of Portals Ltd, which 
specializes in paper for bank-notes. 
The greater part of its production, 
in fact, is bank-note paper for ex- 
port. А simple but very important 
change in these accounts is the use 
of “Trading surplus’ instead of 
‘Gross profit’. Profit is an amor- 
phous term. We use it with an indi- 
cation of the meaning to be attached 
to it: ‘manufacturing’, ‘trading’, 
‘gross’, “пер – and even then, we 
say, 
taxation’. And it is because of this 
general nature of the term that 
profit figures are quoted in political 
propaganda, wages disputes and at 
street corners, without regard to the 
true and fair view. Figures are 
wrenched-out of their context. 

Mr Francis Portal, the chairman 
of Portals, in drawing attention to 
the change, says: ‘I suggest that 
the practice of applying the word 
“profit” to these surpluses before 
tax has been deducted, is mislead- 
ing, since the word as it is com- 
monly understood has no meaning 
at that stage, and is merely liable 
to misinterpretation. The fact is 
that, whereas a company earns a 
certain amount during the year, in 
practice over half this amount is 
passed on to the Exchequer, while 
less than half of it remains as 

“profit”. 

The decision of the board is the 
more interesting in view of the 
representation of the accountancy 
profession through the director- 
ships of Mr Leslie Farrow С.В.Е., 
Е.С.л., and Mr Barrington Gain, 
F.C.A., supported by the accountant- 
secretary, Mr J. C. Callow, А.С.А. 


Mining Subsidence 
Our reference to the £40,000 paid 


‘Net profit before or after 


PORTALS LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Profit and Loss Account for the year ended December 31st, 1954 






































1954 1953 
Trading Surplus for the year of Portals Limited and its t 
Subsidlarles 
aftor charging the items detailed on page 10 [Sse below. ~ Ed.] 722,816 533,017 
Income from Investments (gross) z би 9,683 3,21! 
732,499 536,228 
Less Taxation based on Trading Surplus and Income from 
Investments for year to зао 
Income Tax Ps P. s . 337,726 255,924 
Profits Тах .. с $2 oe E .. 72,760 56,029 
Excess Profits Levy — .. Б vx ix AS — 34,238 
Overseas Taxation .. ov ET ds .. 4,268 5,564 
—— 414,754 —-— 351,55 
- 317,745 • 184,473 
Less Profits applicable to Outside Shareholders in Subsidiary 
Companies based on their Interests at December 31st, 1954 29,311 26,972 
Profit for the Year (after Tax) T 288,434 157,501 
Add Adjustments of Taxation for previous years 13,387 10,225 
301,821 167,726 
less Transfers to General Reserve ix 132,581 30,000 
169,240 137,726 
Less Dividends payable In respect of 1954: 
5 per cent Cumulative Pret erence Stock, less Tax .. ` 5,308 5,222 
Ordinary Stock: 
Interim Dividend of 6) per cen less. Tax (5 per cent) . 48,310 37,162 
Final Dividend of 9} per cent, less Tax + рег cent), t as 
recommended by the Directors . у 73,818 
127,436 —— 98,128 
41,804 39,598 
Add Balance from 1953 190,458 150, 
Unappro сан Balanco carried forward to S 
Eu Ef г- 
u mpanies s s , 
Б У £292,262 £190,458 
Movement of Capital Reserve i j 
Balance as at December 31st, 1953 .. am А 981,197 
Add Excess of Capital Repayment over Book Value of Investment — .. 23 6, 
987,197 
Deduct Excess of Book Value of Fixed Assets of a Subsidiary Company over 
aluation . 16,17 
Amount a plied to write off Goodwill and Patents’ of Subsidiary 
Companies v 14,126 
130,243 
Balance as at December 3187, 1954 £856,954 








Notes on Accounts 











Profit and Loss Account 
items charged in the Accounts of Portals Limited and its Subsidiaries before arriving at the Trading 
Surplus for the year, as set out on paga 5: [Sea above, — Ed. ] 
ich 1353 
Diractors’ Emolumeng i ah D "n af Я БЯ 11,476 11,196 
Directors’ Fees $e же EX EM Ке us A .. A 1,050 
14,662 12,246 
Auditors’ Fees and аи 4,224 4,820 
Depreciation .. 93,008 
£111,894 £103,566 
Balance Sheets B SE 


(1) A sum of £50,830 [s due by che Parent Company for paymon oy by instalments during the next seven 
years In respect of Pension Fund contributions based on bac 
(2) The Preference Dividend of one Subsidiary is in arran from December 316, 1949. The Proportion 
attributable to outside Shareholders totals £1,091 (gross). 
G The assets and liabilities of Overseas Subsidiaries have 
4) Commitments for Capital Expenditure not provided for 
Portals Limited, £25,000 
Subsidiary Companies, £15,000 
(5) One small overseas Subsidlary Company which was formed in September 1954 has not prepared 
accounts In respect of. tho Initial period, 


bei converted at current rates of exchange. 
estimated to amount to: 
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by jthe United Glass Bottle Co to SC 5 
the! National Coal Board as а соп- И & g 
sidération to the Board for leaving n. ~ ~ 
coal unmined beneath the com- = 
pany’s works, brings a letter from ч E 
М5 А. J. Mercer, A.C.A. a 
Mr Mercer is a director of two 
companies, both of which will soon u $ 5 
be/affected by the removal of coal -A 
support. They are not in a position 5 ~ = 
to pay £40,000, he says, instead of ^ 5 
having their buildings wrecked. = 5 
Не calls it ‘£40,000 blackmail’. = 
Mr Mercer urges that the Report 





2,394,595 
55,984 
2,248,332 


47,562 
8,422 








1,069,969 


2,835,962 
1,765,993 














351,009 





9, 





877,611 














. 341,03 
977 


deposited In con 


nection with Souch American Contracts) 


. 2,951,403 
. 2,073,792 


Less Cash received in respect of uncompleted 


Бе Ње Committee on Mining Sub- 
sidence (1949) should receive atten- 
tidn as _ property-owners, he 
points out, can be ruined at the will 
об the N.C.B. It seems appalling, 
he comments, that companies who 
cannot afford to pay the N.C.B. for 
n damaging them should be left 
th no remedy. 

“The report of the committee on 
mining subsidence’, Mr Mercer 
writes, ‘made a basic principle that 
every surface interest should be 
compensated for subsidence damage 
caused by the working of coal, but 
this has not yet been made law.’ 


The Committee’s Report 


The Committee on Mining Sub- 
sidence was appointed on January 
3rd, 1947, to examine the law of 

pport and the problem of damage 
caused by mining subsidence in the 
light of the nationalization of coal 
and the coal-mining industry, and 
to make recommendations. Its re- 
Gai was presented to Mr Hugh á 


90) 


2 


Loss Loan secured on certain Land and Buildings 
(Market value ele 


nquoted Securities (including 25, 15: 


less Sales 


contracts 





Lees Provision for Depreciation š 


Less Provision for Depredation 
Plant, Machinery, Fixtures and Vehicles, per valua- 


tions or at cost, 
Dabtors and Payments In Advence, less Provision for Bad 


Stock-In-trade and Work In Progress as valued by the 
and Doubtful Debts 


Freehold and Leasehold Properties, per valuations or 
Companies’ Officials 


at cost, fess Sales 
Tax Reserve Certi а 
Cash at а yd Hand 


uoted Securities 


oed See at cost, less amounts written off: 


Fixed Assets 
Current Aseots 





£ 
193,008 
3,129 
189,879 
100 
253,643 


981,197 








193,006 


E 


1,356,992 1,351,356 





Е 
481,177 








PORTALS LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet as at Docembor 3146, 1954 


£ 
193,008 
193,008 

773 
337,362 


856,954 











itskell, then Minister of Fuel Ro 
d Power, in May 1949. i 
The report laid down two basic 

rinciples: that a right of support 

hould be acquired or retained only 

here the national interest, viewed 

in its widest aspect, demanded; and 
t compensation should be pro- 

ided for all surface interests which 

suffered damage from subsidence 

caused by the working of the 

nation's coal. | 

The Committee felt it impractic- 

able to give a complete catalogue of 

works which would be covered by 

its first principle, but illustrated its 

intention by quoting large power 

stations, gasholders,  reServoirs, 

main sewage works and certain via- 
ducts. These might be repairable 


£1,550,000 1,544,364 £1,550,000 1,541,235 











193,006 
.. 1,356,992 1,351,356 


PP 
wee t n ng. 


H rights ara 


Add Transfers from Profit and Loss Account | 


Less Nominal Value of Stock held within the Group 
5,405,424 have bean issued 
Balance as at December 3136, 1953 


of £l each 
Accrued and Proposed Dividends, Tess Income Tax 


193,008 5 per cent Cumulative Preference Stock Units 
5,427,968 Ordinary Stock Units of 75s each, of which ` 


Closed Contracts Contingency Accounts vf 


Taxation 


Reserves of Subsidiary Companies .. 
Shares of a Subsidiary Company to which speciai 


Bills Payable .. .. OoOO N 
- Creditors and Accrued Charges .. 


General Reserve: 

Unappropriated Profit 

attached, ћеја outside the Group 
Amounts set aside for Income Tax, 1955-56 .. 
Current Liabilities 

Bank Overdraft iu 





Interest of Outside Shareholders in Capital and 


Capital Reserve, as per Schedule, page 10* 


Revenue Reserves 


Share Capital of Parent Company 


£4,698,911 


£4,839,434 





920,183 














[* Reproduced on preceding page. — Ed.] 
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if damaged, but the possible inter- ; $ $8 
ference with the life and health of | = $ Е 
the community or even a physical 
danger outweighed the value to the 38 
country of working the coal beneath | ы LY 
them. , 

The total cost of the compensa- 
tion as recommended was put at a 
rough £3 million a year, towards 
which the Treasury would make an 
annual grant of £2 million, leaving | > 8 
the Coal Board to carry any further “os 
liability. 

“We believe’, said the Committee, 
‘that a direct financial incentive to 
cause as little damage as possible 
will be a powerful influence: to- 
wards preventing damage in the 
future and that it would be a mis- 
take to leave the National Coal 
Board with a. statutory obligation 
to get coal cheaply and no direct 
obligation to take account of the 
damage caused in doing so.’ 

Meantime, industry pays com- 
pensation to the Coal Board. 





1,620,388 
1,002,445 
924,583 
“ESAT AIS 
—— 


1953 


5,256 


528,524 








997,189 








761,408 
949,879 
10,000 


1954 


1,721,287 
882,446 
1,123,289 
£3,727, 02 
— 


289 
5,157 
523,985 














. 87 


1 


Irectors. 
* 


er valuation as 
јр 


ditions at cost 
the Company's Officials .. 
less Provision for Bad 
JOHN V. SHEFFIELD 


ecurities (deposited 1а connection with 
FRANCIS S, PORTAL 


"n Companies 
South American Contracts) 


Overseas Subsidiaries · 

In this year’s accounts of W. T. 
Avery Ltd, the weighing-machine 
makers, a separate consolidation 
has been made of the accounts of 
the overseas subsidiaries. There ‘is 
thus the company’s own. balance 
sheet, a consolidation of the com- 
pany and the bome subsidiaries and 
the consolidation of the overseas 
subsidiaries. 


"The board have taken this action 1 


December 3ist, 1947, and net additions at cost since 


that date 


at December 3lat, 1947, and net a 


since that data =... s Vus 
less Provision for Depredation 


Plant, Machinery and Vehicles, per valustion us at 
Lass Provision for Depreciation 


Freehold and Leasehold Properties, 
Stock-In-trade, es valued by 

Debtors and Payments In Advance, 
* апа Doubtful Debts ss 5 
Cash at Bankers and in Hand | 


In Subsidia 
Unquoted 


~- Moulds and Covers, аз valued by the Company's Officials 


investments at cost, joss amounts written ой: . 


Fixed Assats 
Current Assets 


161,000 
43,767 
449 


А PORTALS LIMITED 
Balance Sheet as at Decernber 3156, 1954 


726,361 
618,455 


2,889,200 











478,177 © 


1,356,992 1,351,356 
£ 
448,177 
. 30,000 














on the grounds that the interests 

overseas, while soundly based and i 
profit-earning, are subject to in- Е 
fluences not applying to businesses 
established in the United Kingdom. 

Business based in overseas coun- 
tries, they point out, is subject to 
the needs of the countries con- 
cerned and to any laws their 
Governments may at any time find 
it necessary to enact in relation to 
business earnings, importations or 
exchange control, Further, the 
profits, when withdrawn, become 
liable to additional United King- 
dom taxation and in some cases 
additional overseas taxation. 

"These reasons have also prompted 
the board to write down the over- 
seas investments to a nominal £x by 
an appropriation of £167,152, and a 
further £150,000 is taken to reduce 


2,858,373 
210,000 
161,396 
497,253 











478,177 
90,000 


£1,550,000 1,544,364 £1,550,000 1,544,364 


193,008 
.. 1,356,992 1,351,356 














Cumulative Preference Stock Units 


ber 3156, 1953 ER m Ke 
Less Amount written off value of Shares іп a Subsidiary 





Add Transfer from Profit and Loss Account .. 


Company 


5,427,968 Ordinary Stock Units of 5s each, of which 
Revenue Reserves 


193,008 5 per cant 

of fi each .. 

5,405,424 have been issued 
Balance zs at Decem 

Balance as at December 31st, 1953 
Unappropriated Profit 


General Reserve: 


Taxation 


Amount set aside for Income Tax, 1955-56 
Amounts due to Subsidiary Companies 

Less Amounts due by Subsidiary Companies 

Less Dividends receivable in respect of 1954 (net) 
Current Liabllitites 

Creditors and Accrued Charges . 5 

Accrued and Proposed Dividends, less Income Tax 


Share Capital 
Capital Reserve 


| 
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eas subsidiaries in the Avery and Home consolida- 
tion thus appear at £759,290 against £1,010,116. 
је notice that the word ‘profit’ is not used in the 
accounts until the figure subject to taxation is 
| reached. The opening point is ‘Earnings before 
taxation’, 
та Monthly Figures 
Lord Verulam, chairman of Engineering & Lighting 
Equipment Co Ltd, informs shareholders at the end 
of his first year in office of the high standard of the 
company’s accounting system. Month by month, 
the; board, he says, studies the anatomy of the com- 
'any's business in terms of approximate monthly 
results based on standard costs and on a basis of 
ent accountancy. The figures, he says, are 
of. ey importance in the day-to-day affairs of the 
company whose business is essentially that of 
engineers who must apply a maximum of skill to a 
mihimum of material. Their objective, says Lord 


zs accounts. Investments and advances in over- 
8 









| No Par Value Shares 


Sir, ~ I enjoyed reading Mr Cecil Taylor's lecture 

‘A review of accounting conventions in face of 

| criticism from without’ (issue July gth). 

, |There are two paragraphs, however, that puzzle 

i me, and they both concern his reference to possible 
future procedure if we are to have ‘no par value’ 
shares in this country. л 

| The paragraphs are as follows: 

‘It is of course true that we may shortly be able 

to have no par value shares in English companies, 

and... that accretions in profit will be added to the 

net asset value of the share capital. ...? 


and 





‘What I would like to see would be a figure of 
‘| profit after taxation, appropriated to asset replace- 
| | ment reserve, to dividends, and to capital if there 
| | were “no par value” shares or accumulated ‘funds 
if not.’ 

These tvo paragraphs seem to indicate that Mr 
Kaylor suggests that surpluses on trading would. be 
transferred to capital account automatically if a 
tompany had shares of no par value. . 

This suggestion, however, is not in accordance 
with the recommendations of the Gedge Committee 
од shares of no par value. The Committee's report 
recommends that transfers from reserves and other 
sums to stated capital account should require 
approval by special resolution. The stated capital 
account would consist of the whole of the proceeds 
of an issue of capital less expenses and 
costa of issue, together with amounts transferred out 
of surplus by special resolutions of the members. 
The idea of ‘freezing’ a certain amount of the 
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Verulam, is ‘a close and constant watch on the labour 
component in our costs, by everyone from the skilled 
operative on his machine-tool to the members of the 
board’, and the improvement in the company's . 
results, he says, has been in large measure due to the 
introduction of ‘these new techniques of production _ 
management’. 

The production schedule for the annual accounts 
to shareholders is quite good in terms of general 
company practice. Accounts to March 31st, а сате 
and auditors’ reports signed on May 31st, accounts 
issued three later, and the meeting in mid-July. 

But the trend is towards a better information 
service for shareholders than this, and the question 
may be asked whether some of the figures available 
to the board room each month, figures which have 
proved their value in producing improvement in 
results, could not be given to the shareholders. And 
the question’ applies, of course, not ВЕ to this 
company but generally. 


CORRESPONDENCE 


| Letters mist be authenticated by the name and address af the writer, not necessarily for publication.. ` 
р The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


reserves of a no par value share company is similar, 
of. Course, to oür present *bonus' issue, particularly 
if it is accompanied by an increase in the number of 
shares in issue. It is not the intention of the com- 
mittee, however, that transfers of surpluses to capital 
should happen automatically and the familiar reserves 
and surpluses accounts would still be seen. 

Yours л 

! London, EC2. D. G. RICHARDS. 


[Mr Cecil Taylor writes: Clearly the word ‘will’ in the 
first extract is wrong; ‘may’ would ђе better. But I 
entirely agree that if the legislation follows the Gedge 
Report the possibility of adding profits to capital would 
not materialize, 

The second extract is very much in the realm of 
wishful hoping; as the first would have been, had it 
been more clearly expressed. 

The fact that my proposals for what might be done 
some day do not coincide with those now recommended 
for legislation, should not cause surprise.] 


Close Corporations 
Sir, ~ In the summary of recommendations of the 
Royal Commission оп the Taxation of Profits and ` 
Income, reproduced in your issue of June 1rth, 
mention is made in paragraphs 65 and 79 on page 
653 of 'close corporations'. 

: Not having encountered this term before I should 
be pleased if you could elaborate the two paragraphs 
mentioned above. 

Yours faithfully, 

Harrow, Middlesex, _ R. $. MOORE. 
[The expression ‘close corporation’ as used by the 
Commission is defined in paragrapb 1021 (2) of their 
final report as a company which is under the control 
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of five persons or less and in which the public are not 
substantially interested. In other words, it is a com- 
pany potentially liable to a direction under Section 245 
of the Income Тах Act, 1952, whereby its income is 
apportioned among its members for surtax purposes. ~ 
Editor.] 


Cereal Deficiency Payments: 1954 Harvest 


Sm, – In the Weekly Note appearing under the above 
heading in your issue of July oth, the somewhat 

micum taxation treatment of deficiency payments 
in respect of wheat is not indicated. 

"То correct this omission and the inference that 
may be taken from your note, it is pointed out that 
by virtue of the quoted arrangement between the 
National Farmers' Union and the Inland Revenue, 
wheat deficiency payments are to be credited for 
taxation purposes to the period in which the grain 
was sold and delivered, irrespective of the date of 
receipt of the deficiency payment – Le. the strictly 


legal basis applies. yours faithfully, 
Wetherby. JOHN PARTINGTON. 
[We think it is clear from our Weekly Note that there 


are no special ents for wheat, and that 
accordingly the strictly legal basis applies. — Editor.] 


Costing System: Manufacturing Chemists 
Sir, – From ‘Industrial’s’ letter (issue June 25th), 1 
gather that there are several products, each to be 
costed, being manufactured on the one floor (manu- 
facture consisting of mixing, heating or agitating) and 
carried out by a team of men whose time is difficult 
to allocate to each stage of each product’s manufacture 
or even to each product and that ‘Industrial’ seeks to 
install budgetary control and standard costs. 5 

I will assume, as seems likely, that each producti is 
manufactured in batches and that the effort at each 
stage of manufacture is not uniform for all products, 
that the raw materials consumed also differ and that 
the use of services varies, I assume also that below 
a certain level of output, while the cost of raw 
materials per unit of product will not increase, that 
there will be increases for the less efficient use of 
labour and services and that maintenance costs will 
rise as the opportunity is taken to execute repairs. 

I suggest that he sets up standards first and frora 
these compiles a budget. The steps are as follows: 

(a) Decide on a suitable period of time not more 

than one year for the base period. 

(b) Open an operating fixed expenses account for 
those factory operating costs which go on 
irrespective of, and are not directly related to, 
changes in output and which are not classified 
as overheads such as space heating, lighting, 
supervision, building maintenance, etc. Post 
normal costs for the chosen period. 

(с) Open an operating variable expenses account 
for those costs which are directly related to 
manufacture and enter headings — with no 
values for the moment — such as batch labour, 
power, heating, machine maintenance and raw 
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materials. One account will be required for 
each product. 

(4) Next, fix standards. Deal with each product in 
turn: assume that over the chosen period one 
product only shall be made and calculate how 
many batches can be made in the time. Deter- 
mine with the aid of your chemist the raw 
material consumptions, price and value, and 
post to the operating variable expenses account. 
The cost of batch labour and other variable 
charges can be calculated and, less easily per- 
haps, the quantities of services. Value and post 
to the operating variable expenses account and 
calculate a unit cost. Add the sum collected in 
the operating fixed expenses account to get the 
total standard cost. Do this for each product in | 
turn. Now, if changing over from the manu- 
facture of one product to another can be made 
without loss of time and various products are 
made in a particular period, the multiplication 
of the number of batches of each product by 
the relative operating variable expense unit cost 
will give the standard operating variable expense 
cost for the period unless, of course, production : 
has not been maintained at top level. The . 
operating fixed expense standard is already 
available. 

Given an estimate of the kinds and quantities 
of products to be made, a budget can be com- 
piled by this method. If the estimate of pro- 
duction is ultimately found to be incorrect, then 
the budget should be adjusted to correspond | 
with the actual outputs. The adjusted budget 
then becomes the standard for the particular | 
period 

I suggest that an actual historical cost be also 
compiled in the orthodox manner for the period (that 
is, without resort to standard unit prices for charging 
services etc.) for the total manufacture (the batch 
labour will be debited in total). Prepare also a state- 
ment of comparison for comparing the actual 
historical cost with the adjusted budget or standard 
but make provision on the statement for adjusting 
either the actual cost or the standard for those changes 
in price ог cost which have taken place since the 
standards were compiled. 

So far only the ideal situation of full normal output 
over a suitably long period has been considered, but 
a comparison between actual and standard will prob- 
ably be required for shorter periods, when adjust- 
ments will have to be made to one or the other for 
such items as winter heating and lighting and for the 
incidence of planned maintenance. Periods of less 
than full normal output may arise because of break- 
downs, falling market demand, smaller batches and 
inefficiency. It may be worth the effort to construct 
standards at various levels of output to meet this 
situation although even then variances from standard 
are likely to occur calling for analytical study. 

Yours faithfully, 
Nunthorpe, Middlesbrough. В” ВЕММЕТТ. 
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The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and an applicant admitted to Membership at the 
Coüncil meeting held on July 6th, 1955, who completed 
their Fellowship or Membership before July roth, 1955. 


Associates elected Fellows 

Allen, Arthur Leonard Sandeman; 1950, A.C.A.; (Sande- 
man Allen & Co), 16a Bridge Street, Halesworth, 
Suffolk. 

Fréame-Baker, Richard; 1938, A.C.A.; (Freame-Baker & 

* Co), 16 Devonshire Square, Bishopsgate, London, ECa. 

Gold, Robert; 1940, A.C.A.; та Hillside Avenue, Wembley, 
Middlesex, and at London. 

Gordon, Derek George; 1933, А.С.А.; (C. Stanley Dawson 
& Gordon), Midland Assurance Building, Fir Vale 
Road, Bournemouth. 

Parkinson, John; 1947, A.C.A.; (Youels, Chant & Co), 
3 Drapers’ Gardens, Throgmorton Avenue, London, 





2. 
Stanford, Edward Henry; 1950, A.C.A.; (Chas. Clemetson 
& Co), 34 Pencester Road, Dover. 
Williams, Norman James; 1940, A.C.A; (Bertram Silcock 
8с Co), 31 Bold Street, Warrington, and at London. 


Admitted as Associate 
(Not in England or Wales) 


Patel, Bhavanbhai Galalbhai, G.P.O. Vankaner, Taluka, 
Bardoli, Bombay State, India. . 


RESULTS OF May 1955 INTERMEDIATE AND 
FINAL EXAMINATIONS 


Candidates in the Institute examinations held in 
Мау 1955, were informed of their results on Friday, 
July 22nd. A full list of successful candidates will be 
displayed at the Institute from 12 noon on Tuesday 
next, July 26th, and will be published in these 


columns next week. 


Personal 


` Messrs Pinner, RYLEY & Co, Chartered Account- 


ants, of Central Chambers, Bearwood Road, Smeth- 
wick, 41, Staffs, and of 22 Unicorn Hill, Redditch, 
Worcs, announce that they have opened an office at 
75 Bath Road, Wolverhampton, Staffs. Telephone: 
Wolverhampton 22049. 

Messrs Percy HopGkrNsoN & Co, Chartered 
Accountants, announce that they have removed their 
offices from Manor Buildings, 2 Manor Row, Bradford, 
I, to.31 Salem Street, Manor Row, Bradford, 1. 
Mr Horace E. HORSTEAD, F.C.A., Е.5.А.А., announces 
that following his retirement as a partner in the firm 
of KENNEDY SMELLE & Co, of Epsom, Surrey, ће 
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has now opened offices at 1328 High Road, Whetstone, 
N20, in addition to his practice at 37 Hill Rise, 
Potters Bar, and 67 Chase Side, Southgate, N14. 


Professional Notes 

Neville Industrial Securities Ltd, of Birmingham, 
has formed a new subsidiary company named Neville 
Industrial Securities (S.W.) Ltd, of which the first 
directors will be Messrs С. Roland Dawes, F.c.a., 
F.C.W.A., and N. E. Hurst, A.C.A., F.C.I.S., chairman 
and secretary respectively of the parent company, 
and Messrs С. F. K. Morgan, M.C., T.D., D.L., F.C.A., 
P. Е. Spurway, M.A., A.C.A, and №. С. James, A.C.A. 

Mr A. M. Leggate, c.a., has been appointed 
secretary of Blackwood, Morton & Sons Ltd, of 
Kilmarnock, as from August 1st, 1955. 


Obituary 
ALFRED GEORGE PEARSON, F.C.A. 
We have learned with regret of the death of Mr Alfred 
George Pearson, a former senior partner in the firm 
of Forrester, Boyd & Co, Chartered Accountants, of 
Grimsby. 
Mr Pearson was admitted an Associate of the 


Institute in 1906, when he joined Messrs Charles 


Comins & Co, and was elected a Fellow in 1928. He 
became a partner in Forrester & Forrester (later 
Forrester, Boyd & Co) in 1917 and retired in May 
1953. 

arn was a member of the Council of the Institute 
from 1947 to 1949 and a past President of The Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants. He was also a past President and 
founder-member of the Grimsby and Cleethorpes 
Rotary Club. 

In Parliament 
CAPITAL GAINS 
Mr Jax asked the Chancellor of the Exchequer 
whether, in view of the large capital profits made on 
the Stock Exchange in recent months, and the in- 
flationary consequences of these profite, he will now 
take steps to introduce a capital gains tax. 
' Mr Burer: The Royal Commission on the 
Taxation of Profits and Income discussed this matter 
at length in its final report, to which I am giving close 
consideration, but I am not prepared to anticipate 
the outcome of my study. 
Mr Jay: Does not the Chancellor think that if what 

people earn by work is subject to taxation, there is a 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 
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strong case for making capital profits also taxable? 
Mr Butter: I wish that it were quite as simple as 


that, so that I might pose'as a hero, but the difficulty 


is that the majority report of the Commission indi- 
cates some of the difficulties and the minority report 
. indicates some of the advantages. ТЕ is because I want 
time to get a fair picture of this matter in my own 
mind that I should -not like to say anything further 
about it to.the right hon. gentleman .today. 


Hansard, July 12th, 1955. Oral Answers. Col. 1737. 


BANK ADVANCES l 
Mr 5. N. Evans asked the Chancellor of the Ex- 
chequer what directives have been given to the Bank 
of England with regard to bank overdrafts. 

Mr Butter: When Bank rate was raised on 
February 24th, I told the House of the need to 
moderate excessive internal demand. In the course 
of that statement І said that I was asking the Capital 
Issues Committee and the banks to adopt a more 
restrictive attitude towards finance for hire-purchase. 
Otherwise І have not made any specific requests to 
the Bank of England on the subject of advances 
policy; but the terms of their letter published on 
June 30th show that the bankers are well aware of the 
significance of my statement and of the increase in 
Bank rate. | 


Hansard, July 12th, 1955. Oral Answers. Col. 1738. 


Course on Electronic Computers 


A summer school has been held this week at the 
Northampton Polytechnic, London, on the subject 
‘Application of electronic computers to accountancy 
and managerial control’. The course was opened on 
Monday by Lord Halsbury, director of the National 
Research Development Corporation, and was attended 
by about 180 executives in industry, and accountants 
from boroughs and county councils. One of the 
speakers at the course, which ended yesterday, was 
Mr D. W. Hooper, M.A., A.C.A., chief organizing 
accountant of the National Coal Board. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JULY 24TH, 1880 
THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 
Ata meeting of the Council, held at the offices of the 
Institute, 3 Copthall buildings, London, E.C., on the 
21st July, there were present, Messrs. G. А. Саре (in 
the Chair), H. Bolland, E. Carter, A. Cooper, W. N. 
Fisher, E. T. Peirson, C. H. Wade, and J. U. Wing. 
It was resolved, that the Herald’s College should be 
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applied to for a Coat of Arms, to be registered as the 
Common Seal of the Institute. 

The following were admitted Fellows of the 
Institute: — be os 
Messrs. Thomas . James · Agar, 50 Anpn-street, 
Birmingham; Thomas Bowden, 42. Mosley-street, 
Newcastle-upon-Tyne; William Broadhurst, 121 
North John-street, Liverpool; Oswald Bruce Cuvilje, 
8} Waterloo-street, Birmingham; George Alexander 
Griffiths, 3, 4 & 5 Queen-street, Cheapside, London, 
E.C.; John Macdonald Henderson, 2 Moorgate- 
street-buildings, E.C.; John Augustus Josolyne, 


28 King-street, Cheapside, London, E.C.; Henry ` 


John Leslie, 1 Frederick-place, Old Jewry, London, 
E.C.; Walter Freire Marreco, rg Clement’s-ina, 
London, W.C.; Alexander Hope Pattison, 24 Cor- 
poration-street, Manchester; Luke Jesson “Sharp, 
47 Ann-street, Birmingham; Elkanah Mackintosh 
Sharp, 47 Ann-street, Birmingham; Thomas Hayes 
Sheen, 21 North John-street, Liverpool; Arthur 
Wenham, 50 Ann-street, Birmingham. 

The ар Associates of the Institute were 
elected Fellows:—Charles Marris, 37 Waterloo-street, 
Birmingham; John Ashworth Pinckney, 20 Fenwick- 
street, Liverpool; Francis Alfred Moore, д Chapel- 
street, Preston; Henry Rawlings, 59 John-street, 
Sunderland; John Smith, 8 Old Jewry, London, E.C. 

The following were admitted Associates of the 
Institute:—Messrs. Charles Frederick Aird, 7 and 8 
Railway Approach, London Bridge, S.E.; James 
Blackham, 29 and 30 Exchange-buildings, Birming- 
ham; Samuel Cartwright, Girdler’s Hall, Chambers, 
38 Basinghall-street, London, E.C.; Charles Blackwell 
Davies, 53 Cannon-street, London, E.C.; Walter 
Galt Gribbon, 158 Wool Exchange, Coleman-street, 
London, E.C.; John Herbert Hackett, 37 Bennett’s- 
hill, Birmingham; Henry William Hart, 14 Moorgate- 
street, London, E.C.; Peter Higson, 5 Norfolk-street, 
Manchester; Charles Henry Hughes, 43 St Stephen’s- 
avenue, Shepherd’s Bush, London, W.; James Dix 
Lewis, 7 Queen Victoria-street, London, E.C.; 
Herman Joseph Lescher, 1 Princes-street, Bank, 
London; Edward Cecil Moore, 3 Crosby-square, 
London, E.C.; Thomas Samuel Michael Mullard, 











37 Bennett’s-hill, Birmingham; James Lorimer Oliver, . 


32 Gr r-street West, Newcastle-on-Tyne; Albert 
Edward Ollive, 2 Gresham-buildings, London, E.C.; 
Herbert James Pratt, то Old Петре ес London, 
E.C.; George Shead, 2 Moorgate-strect-buildings, 
London, E.C.; Francis Gwynne Wheatley, High. 
street, Poole; James Clough Wright, 14 Darley-street, 
Bradford; Samuel Wheeler, Newport, Isle of Wight; 
Eccles James Wyatt, 77 Gresham-street, London, Е.С. 
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OPPORTUNITY 


T first sight, there appears to be little connection between 
А“ announcement of the results of the May examinations 
of the Institute and the Society and the article on 
electronic accounting, all of which are contained in this issue. 
The subject of the article is not as yet included in the examination 
syllabus and if the examiners did go so far as to use a calculator 
to add up the candidates’ marks, that would have constituted, 
in Mr Вакек'5 phrase, only the mechanization of an isolated 
operation. 


A moment's reflection, however, shows that the future of many 
of the successful finalists, whether they elect to remain in the 
practising side of the profession or to enter industry, will most 
likely be closely identified with this new and startling phase in 


' accounting techniques. The time may not be far off when it will be 


the task of the professional accountant, in one capacity or another, 
to advise management fully on the potentialities of integrated 
electronic accounting and, thereafter, to supervise the installation 
of suitable systems. 'To be able to do so, he will require to have 
not only a sound knowledge of the latest developments in this 
field but, also, an exact appreciation of the revolutionary changes 
in auditing procedures and internal control arrangements which 
the change-over from manual to mechanical recording would 
necessitate. 


'The reactions of the newly-qualified member to this prospect 
may be mixed. Having just become certifiably proficient in 
PacioLrs time-tested system of book-keeping and all that goes 
with it in the science of modern accountancy, he may at first feel 
rather frustrated at having to start again from scratch to learn a 
completely new approach to his work. But once having accepted 
this, he will almost certainly realize the immense possibilities 
which the conception of electronic accounting promises. For years 
it has been the plaint of the accountant in practice that he has been 
80 overburdened that he has had no time to clear his desk and sit 
back, as the late Lorn HALDANE liked to do, and think imperially. 
Mn ВАКЕК8 article demonstrates that while there is still no 
effective substitute for the skill and judgment of the trained 
human brain, the way to eliminating the drudgery of commercial 
accounting and, in consequence, of auditing is now open. 
'The young finalist, as he contemplates his future career, might 
well be forgiven for thinking that he has qualified at exactly the 
right moment in the profession's history. At any rate, it is a 
pleasing thought for him to dwell upon over the Bank Holiday 
week-end. 
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ROYAL COMMISSION REPORT — VIII 


Covenanted Payments 
HE final report rejects the suggestion that 
annual payments under deeds of covenant 
should cease to be recognized for tax pur- 
poses. It points out that this would constitute 
unfair discrimination against taxpayers whose 
income came mainly from earnings, since a tax- 
payer owning property would still be able to make 
a settlement of it which produced a similar result. 


Discretionary Trusts 
From figures supplied by the Inland Revenue, it 
seems that current deeds of covenant in favour 
of individuals number about 75,000 and that the 
recognition of such deeds reduces the annual yield 
of surtax and income tax by £74 million and £5 
million respectively. The Inland Revenue them- 
selves considered that it was not necessary at the 
moment to alter the law. However, the Com- 
mission (and on this topic they were unanimous) 
take the view that covenanted payments which 
are distributed at the discretion of trustees 
among a number of listed individuals ought not 
to be recognized for tax purposes. Exception 
would be allowed for what we might call genuine 


cases, e.g. ordinary marriage settlements which 


contain normal discretionary trusts. 

The Commission suspect that in the case of 
covenanted payments to relatives, there are a 
great many cases in which there is an informal 
agreement to return the payments to the cove- 
nantor. Тћезе cases they regard as a fraud on the 
system and they unanimously recommend the 
following administrative safeguard: 

‘We think that every person who makes a claim 
for a deduction of annual payments from his total 
income for tax purposes on the ground that they 
are made under a covenant in favour of another 
individual should be required by statute, if that 
individual is a child, Eu or other member 
of the covenantor's family, to produce formal 
declarations made by himself and b the recipient 
of the payments to the effect that there exists no 
agreement or understanding, whether or not 
regarded as having legal force, by virtue of which 
the benefit of any part of the payments is returned, 
directly or indirectly, to the covenantor or any 
other person designated by him, The declaration 
should be required to be made afresh for each year 
in which a claim is made.' (Paragraph 161.) 


Of course, the ordinary taxpayer does not 


*claim' a deduction in respect of annual payments 
—it is usually the Inland Revenue who insist on 
it, for the purpose of restricting his personal 
reliefs. However, this is merely a matter of word- 
ing. In the majority of cases the advantage of the 
covenant lies in the personal reliefs which the 
covenantee can claim. 


Covenanted Payments to Charities 
Notwithstanding the legislation of 1946, cove-* 
nanted payments to charities have grown in 
popularity. The loss of revenue in 1927 due to 
these deeds was only £100,000. In the three years 
ended September 1954 it was as follows: 


Year ended September 1952 £3,466,050 
35 P 1953 £3,812,628 
» 1954. £3,749,620 


The Ба of charity claims under deeds of all 
kinds rose from 294,306 in 1945-46 to 575» 254 
in 1953-54. 

In only one-tenth of the total cases do 
covenanted payments cease before the end of the 
stated period and the Commission reject the 
argument that such covenants are artificial, not- 
withstanding the reluctance of charities to enforce 
them by legal action. The Commission would 
prefer to see an allowance to the subscriber on 
the lines of the practice in North America, but 
do not recommend any change, owing to the 
complications to which it would give rise. They 
condemn arrangements under which covenantors 
enjoy special privileges from the recipient charity. 

The present exemptions in favour of charities 
cost some £35 million in tax and represent, in 
effect, about a doubling of their income. In the 
Commission’s view, there is nothing amiss in the 
idea of giving relief to charities, but they criticize 
the undue width and vagueness of the legal 
definition of charity. They recommend a new 
definition on these lines: 

‘the relief of poverty, the prevention or relief of 


distress, the advancement of education, learning 
and research, the advancement of religion’. 


Tax Avoidance 
The Commission make a welcome affirmation of 
the absence of any general principle that а man 
owes a duty not to alter the disposition of his 
affairs so as to reduce his existing liability to tax. 
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mission are satisfied that such a general 
aa neither could nor ought to be intró- 
uced. As they say, the prevailing doctrine in this 
country, as evidenced by judicial dicta, tends in 
е opposite direction. There is no ‘reason to 
assume that the situation of any one taxpayer at 
particular moment .is the fairest possible as 
(i nin himself and his fellow taxpayers. | 
• The report describes in general terms the 
Mm anti-avoidance provisions and looks to 
eir gradual extention as new devices are 
adopted by the taxpayer. Some devices outside 





ut on such a limited scale that the Inland 
Revenue do not suggest any intervention at the 
moment. They also agree with the Commission 
at a general anti-avoidance provision is neither 
desirable nor necessary. ` 

As the report drily observes, it was not to be 
xpected that the Commission would: receive 
much evidence òn tax avoidance from people not 
concerned with administration and -collection. 
he complexity. and vagueness of the present 
egislation did attract criticism and the Com- 
bo express concern that this vagueness 

g! 


n control. Indeed, it is already the casé 
drawn that the Inland Revenue do not apply them 


f affairs. e 

' The: Commission's е таваа on this 
topic, which. will be very. welcome, : is wortli 
güoting in full. —- 


ete are to be regarded’ as fully- developed 
and the administration of them has had time to 
' settle down, the opportunity should be taken in 
the course of the next few years to conduct an 
' expert review of the enactments as a whole. The 


tion of skill and experience required for the work 
would be one which contained: representatives of 
the Parliamen draftsmen’ 3 office, of.the Board 
[of Inland Revenue], and lawyers and: accountants 
who are familiar with this specialized branch. of 
work. The purpose of the review would be (a) to in- 
quire to what extent, if any, the relevant legislation 
may have been shown; i in the light of experience; to’ 
“have been drawn 400 widely for its purpose; (Б) to 
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Nor is there a general principle which prohibits . 


him from making an alteration for the purpose of · 
bringing about such a result. Moreover, the Com- ~ 


pe scope of those provisions are already in use, 


ht bring а, danger to the system of. Parlia-, 
at some anti-avoidance provisions are 80 "widely 


their full vigour: This i is an undesirable state 
1 inclusion of accrued income which ‘also ranks for 


. now that the miain lines of this e 


y kind of body that could supply.the combina- 
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recommend any modifications of the legislation 
that will make it shorter, briefer, and more precise. 


(Paragraph 1029 (5).) 

Elsewhere in the report it is recommended that 
profits tax be charged at a flat rate, regardless of 
amounts distributed, Accordingly, it is recom- 
mended that the provisions. directed to counter- 
act avoidance in this connection should also be 
dropped. 

Surtax Directions n 
The power to leyy surtax on the whole income 
of a trading company, even when the amount 
distributed is only slightly less than reasonable, 
is rightly criticized in the report. It recommends 
that the appellate body should decide what is a 
reasonable distribution and levy surtax on that 
only. On the other hand; the report rejects thé 
claim made on ‘behalf of investment companies 
with estate income. This claim was that such 
companies should be dealt with on the same basis 
as trading companies. The Commission. point 
out that generous allowances are given for capital 
expenditure on agricultural buildings and works. 

Where income accrues to a deceased person 
before his death but constitutes income of his 
personal representative for tax purposes, 3t some- 
times also attracts surtax owing to the. operation 
of Part. XIX of the Income Tax Act, 1952. It can 
happen, therefore,. that an item of income 
attracts- estate duty, income tax, and surtax 
which in the aggregate exceed the gross amount 
of the income. 'The Commission accept a sug- 
gestion that the 'estate duty attributable to the 


surtax on. the beneficiaries, should. be deductible 
from that income in computing the surtax charge: 
In other words, the surtax would be levied on the 
grossed-up equivalent of the net income’ arrived 
at after deducting the. estate: duty: applicable. to 
such net income. D7. 

~ The report makes some РЕН references to 
Section 468 of the Income Tax Act, 1952, which 
controls the emigration of companies. In general, 
the Commission appear to be against it: The only 
recommendation, however,.is that the emergency 
nature of the legislation be emphasized by requir- 
ing it to. be passed anew each fiscal year; thus 
giving: Parliament an opportunity of. regularly 
reviewing it. It is certainly regrettable that this 
legislation: should. have been included in the . 
consolidation Act in 1952. ^ (То be continued.) 
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ELECTRONIC CLERKS 


by А. С. BAKER, F.I.A., F.F.A., F.C.LI. 


Introduction . 

ET us admit at the outset that human clerks 
can never be wholly replaced by electronic 
máchinery, however complex it may be. 

No machine yet made can think for itself. An 
alternative title to this article might have been 
“The automatic office using a large-scale electronic 
computer', but so long as documents have to be 


bandled and machines operated and maintained, 


no office will ever be really ‘ automatic’, 


‘Machines now available or coming on the 


market shortly can, however, be made to carry 
out electronically much of the routine work now 
done by human clerks; it has not always been 
practicable or economic to mechanize this routine 
work fully by other means. 

The purpose of this article is to introduce the 
accountant to his prospective electronic clerical 
staff, to mention some of their limitations and 
adyantages and to discuss some fields in which 
they may- profitably be offered employment. 


Mechanization 
` There are two ways of approaching the subject 
` of mechanization. 

The first, with which most accountants and 
office managers are familiar, is the progressive 
mechanization of isolated operations within the 
office; thus, stock control may be based on normal 
punched-card files with associated sorting and 
tabulating machinery, invoicing may be carried 
out with the aid of addressing equipment using 

„metal plates, and P.A.Y.E. calculations may be 
done by one of the punched-card computers now 
coming on to the market. 

The second way, which has until recently 
received little attention, is the integration of many 
processes, at present not closely connected, into 
one combined. system; for example, invoicing, 
credit control and stock control, which are in fact 
closely related operations, may be carried out 
simultaneously on a suitable computer.system. ЈЕ 
is this approach, which the advent of the elec- 
tronic computer has now made practicable, that 
will be developed in this article. 

In order to visualize a computer as an electronic 
clerk, it is necessary to consider what a computer 
is and what it can do. You will notice that no 
emphasis is placed on how it works. Many articles 
on computers written for accountants make 
reference to the words ‘binary’ or ‘biriary scale’, 


and other technical expressions — such as ‘valves’. 
and ‘flip-flops’ – have been used. I contend that 
technicalities of this nature should be reserved 
for technical journals. 


The Human Clerk 

Let us compare the qualifications of the human. 
and the electronic clerk. The human clerk can 
receive information from several sources at thé - 
same time; he can refer to accounts, tables of 

costs or other information applicable to the work 
which he is doing; he may have a desk calculating 
machine at his disposal; he certainly has scrap 
paper for jotting down the interim results of his 
calculations; he has ledgers in which to record his | 
final answers; he has pen and ink or a typewriter 

with which to record information for the benefit 
of management and the Al rae he may have a 
clerk sitting next to him to check everything 
which be does, and an office manager to apply 


' overall checks. 


In addition, he probably requires or creates а · 
large number of documents which have to be 
brought from or returned toa file r room by other 
clerks. 


Тће Electronic Clerk or Office Computer 
The office computer has all these facilities too. It 
can receive information concurrently through 
several channels; it has an internal store in which 
it can retain accounts, tables of costs, and other. 
information to which access is required during the : 
processing, as well as the intermediate and final . 
résulte; it has an arithmetic unit which can carry 
out all tlie necessary arithmetic; it has discrimin- 
atory powers to take different courses of action 
depending on the results of its calculations and 
it can output data concurrently through several 
channels. 

The office computer can carry out all operations 
twice to provide a check and can accumulate 
numerous running totals to provide the necessary 
overall checks. If use is made of magnetic tape 
files it is even possible to achieve a measure of 
automatic file maintenance. ; 

The office computer is thus more than an 
electronic clerk; because of its internal checking 
ability it can be compared with two or more 
highly trained human clerks. It is true that the 
office computer cannot think for itself, but the 
degree of training of the electronic clerk is that 
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of the persons who have instructed it in the 
operations which it is to perform. 
The training of human clerks may take years – 
the electronic clerk needs only to be told once 
what has to be done. It is thus possible to have 
purely routine office work carried out in effect 
by the two most highly trained and experienced 
members of the staff. 
It is therefore submitted that an office com- 
риа should Бе considered as a group of accurate, 
eliable and untiring electronic clerks and not as 
a conglomeration of electronic circuits manipu- 
lating invisible and incomprehensible binary 
digits. 
A large-scale electronic computer is therefore 
not a frightening monster with which the account- 
ant should not concern himself; it is a machine 
similar in many ways to the clerical staff with 
which he is normally associated in his work. 


Input and Output 

There are at present three established ways of 
storing information in a form readily acceptable 
to a computer; these are punched-paper tape, 
punched cards and magnetic tape. Whilst all are 
satisfactory for the storage, input and output of 
data, each has certain peculiar advantages and 
disadvantages which makes it the best medium 
for a particular purpose. 

Punched-paper Tape 

Punched-paper tape is an economical medium for 
the recording of new data as a by-product of a 
typing or accounting machine operation. It does 
not, however, lend itself to the mass storage of 
data of a semi-permanent nature as no economic 
means exists for keeping a large punched-paper 
tape file up to date. 


Punched Cards 

Punched cards are an established medium for 
storing information, particularly where rapid 
random access to the information is required and 
they provide a legible record which can be sorted 
rapidly into other orders. 'T'hey are not, however, 
a fast computer input or output medium when 
compared with magnetic tape; manual filing is 
generally required, and moreover, in very large 
files, it may be impracticable to employ the 
sorting facility. 


Magnetic Tape 

Magnetic tape is a ш bulk, very high speed 
input and output meditm and so enables auto- 
matic file maintenance to be carried out; this 
is achieved by feeding into the computer the 
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current file together with details of the alterations 
to be made to it, and arranging to output a new 
file duly amended. Information on magnetic tape 
is not, however, recorded in a legible form and 
random access to the information is slower than 
it is with punched cards. | 

Cards and tapes are means to an end and must 
be considered on their respective merits as regards 
their suitability for each operation. 


Cost 

Whether an office computer system is regarded 
as expensive or inexpensive depends on the uses 
to which it can be put. When considering cost it 
should be borne in mind that the electronic clerk 
prefers to work a 24-hour day, a 7-day week, and 
a 52-week year; it demands neither holidays nor 
pension scheme benefits; if it falls ill it will only 
be for a short period until restored to health by 
an engineer, and although it may ultimately be 
replaced by a new model it will not hand in its 
notice unexpectedly. 


Applications 

Up to this point, this article discusses a new 
subject generally, but it is now proposed to offer 
something more.concrete. I shall describe an 
‘automatic office’ in which use is made of the 
office computer’s ability to amalgamate operations 
now carried out by different departments. 
Emphasis in the examples is placed on the end 
products – satisfaction to the customer and 
efficient production control of the manufacturing 
plant. | 
I suggest that this approach to the automatic 
office is worthy of immediate and serious con- 
sideration. The electronic techniques to imple- 
ment it are well established — the challenge lies 
with the prospective user. 


EMPLOYING THE ELECTRONIC CLERK 
An Automatic Office 
In an article of this length it is possible to 
describe the ‘automatic office’ of only one firm. 
The firm chosen is purely hypothetical but the 
methods used are capable of simplification or 
extension to meet the needs of a large section of 
industry. Brief details of possible simplifications 
and extensions follow the examples. 


The Firm 
The hypothetical firm with which I am concerned 
manufactures and sells a wide range of articles 
(about 1,000) to a large number of wholesalers 
and retailers (about. 50,000). Manufacture із 
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carried on at one factory and distribution is 
normally effected through ten regional depots; 
certain items are, however, only held at and distri- 
buted from a factory depot to which all the factory 
production is sent. The firm has a sales force of 
200 salesmen who regularly visit customers. 


The Office 
The automatic office is divided into two main 
departments. The first is concerned with 'cus- 
tomer service’ which includes the receipt of 
orders, invoicing, stock control, . production 
control, -accounts and statistics; the Second 
department is the pay department. 

Each department is divided into three inain 
sections. Тће first section prepares new data in a 
form suitable for feeding to a' computer; the 
second maintains and processes all related files 
of information by means of the computer; the 
third section answers those miscellaneous in- 
quiries which continually arise in practice, but 
which, as a result of the accuracy of the computer 
system, are now significantly fewer. 


. Office Computer Processing ` 
In general, the processing involves reference by 
the computer to three files of information at the 
same time. For invoicing and stock control the 
relevant files are: 

(a) The customer file containing full details of 
the customer, his credit position, recent 
orders and invoices, addresses for delivery 
of goods, etc. 

(Б) The stock file containing full details of each 
item of stock, quantity. held, minimum 
quantity normally kept, price, etc.; and >. 

(c) The new data file containing details of new 
orders, cash received, etc. 


For pay department work the relevant files are: 


(a) The employee file containing full details of 
the employee, his name and address, wage 
: scale, P. A.Y.E. code, voluntary deductions 
from pay, his total gross pay and tax paid 
since the preceding April rst, etc. 
(b) The income tax tables, pension scheme 
contribution tables, etc; and . 
(c) The new data file containing details of hours 
worked, during the week on all pay rates, 
piece-work details, etc. 


The capacity of the computer is too small to ' 


allow all files to be stored internally. throughout 
the processing but this is in any event unnecessary. 
The computer can normally perform only one 
operation at a time, so that only the items of infor- 
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mation necessary to: carry out this operation need 
be held within the computer at this time. How- 
ever, to speed up the processing, it is advisable to 
make available to the computer at the same time 
all items of information necessary to.carry out a | 
number of closely associated operations. It is 

therefore arranged that – | 

(i) Customers (ог employees) аге dealt with 
one at a time in a fixed order; customer (and. 
employee) records are therefore recorded 
serially on magnetic tape and fed to the 
computer in this form. 

(ii) Information to which random access ig 
required during the processing of each ' 
customer (or..employee), e.g. details of 

. stocks (or tax tables), and which is normally 
stored outside the computer, is fed into the 
computer before the processing begins and 
is stored there throughout it. 

(iii) New data relating to a customer (or 
employee) is required atthesametimeashis . 

_ main record is available to the computer. 
New data is therefore.sorted into customer 
(or employee) file order before the process- 
ing begins and the new data file is fed into 

. the computer along with the customer (or 

. . - employee) file.’ 
We shall now take a closer look at the processes 
carried out in the two departments. 


CUSTOMER SERVICE DEPARTMENT 
1. New Data Preparation 
Тће purpose ‘of this process is to produce, in 


customer reference number ‘order, a magnetic 


tape containing details of all new information 
which affects stock, customer or salesmen’ 8 
records. — 

The process consists of punching the new data 
on to paper tape as a by-product of.a. normal 
typing operation; the form in which orders are 
received frequently necessitates a similat typing 
operation at present. Comptometer, visual and 
computer checks are applied to ensure that the 
resultant tapes contain only correct information. 

The various stages in the process and the way 
in which they are linked together will be shown 
in the form of diagrams which are designed to 
be self-explanatory. It should be understood that 
the di are essentially functional; thus 
although COMPUTER appears three times in the 
first, this merely represents the use of the same 
computer at different stages in the process. i 
: Where the word ‘аре is used, this should be 
read as ‘magnetic tape’; ` punched- paper tape, 
where used, will be fully described as such. - 
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New orders received 

_ from salesmen or direct 
Edit and code if necessary 
COMPTOMETER 


{ 
PUNCHED-PAPER 
TAPE TYPEWRITERS 


THE ACCOUNTANT 


Process: Sum all columns. 


Process: Туђе new orders on to punched- 
paper tape (typescript copy for scrutiny). 
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New orders on 
punched-paper tape 

А PROCESS; 

I. Check column totals. 


Ref. Мо. Order 


New Order Tape Items not in 


Similar procedures are carried out for: 
а) Cash payments received against invoices, 
b) Credits allowed for undelivered items. 
. (c) Items written off through damage etc., 
and all other new information affecting stock, 
customer or salesmens' records. 


COMPUTER 2. Output queries for attention and 
re-entry, . 
3. Transfer data to tape. 
$ New Orders б 
S . 
COMPUTER Process: Sort orders to Customer 





Credits Таре 








: Information (in coded form) Item 

Customer reference number 12.3456 
Credit for items broken in _ 2.10.0 
transit and invoiced under number 6.15.123 
Cash paid against 14.6.0 
invoice number 6.145.123 
New orders; 2 cwts. of X 2.0.0.4, 

т gross of У .oxrY 

2. Invoicing and Stock Control of Items held 


in Regional Depots 
and Reconciliation of Accounts 
Each customer is normally supplied from a par- : 
ticular depot the number of which is included in 
the customer's reference number. The processes’. 











in Customer Stock Tape 1 Cash Payments 
Ref. No. Order (brought forward "Гаре in Customer in Customer 
from previous day's Ref. No. Order Ref. No. Order 
ПРЕ | 
Ви 

COMPUTER Process: Merge all new data tapes. 
New Data | 
Таре (1) 


New Data Таре. ~ Typical information on the New Data ''ape.in respect of a customer is as follows: 


Remarks 

12 is the regional Зоро number from which the customer 
с is normally supplied and 3456 is his serial number. 

2 108 od. 
Month and day of invoice and invoice serial number. 
£14 6s od. 

~- Invoice number. 

2 cwts., apes: of X. 
I gross 'of Y. 


shown below are, ee applied to each depot 
in turn in respect of all customers associated 
with it. 

The ‘Customer Records (2)’ tape output by the 
computer reflects all the alterations data fed in on 
the ‘New Data Tape (1). 


STAGE 1 Depot ·. Summarized Accounts 
Stocks and Invoice 
Tape (1) istis а (1) 
m. { Process 
COMPUTER Store this information in the computer. 
STAGE 2 New Data Customer 
"Гаре (1) Е Records Tape (1) 
[| e | Process: . 
+ + г. Match cash receipts against invoices allowing 
COMPUTER appropriate discount. 
| | 2. Prepare ‘Accounts Rendered’, 
i + 3. Сћесћ customer credit, 
Items not Invoices Customer 4. Check availability of goods. 
soe at Tape (1) Records € fon odis goods. 
| € inv А 
а do^ (0 Tape (2) 7. Amend stock records. 
TAPE PRINTER 8. Amend customer records. 
| Prin invoices with copies 9. Keep summarized accounts. 
for Depots) IO. Keep invoice statistics. 
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STAGE 3 Process: 
. COMPUTER Output this information from the computer after 
| the processing. 
- i - 
Items in Depot Stocks ' Summarized Accounts 
short supply at Tape (2) and 
Depot Tape Invoice Statistics 


(After meeting invoices) 


TAPE PRINTER 
Print list of items 
ins supply at Depot) 
3. Invoicing and Stock Control of Items 
held in Factory Depot 
А. process similar to that carried out for the 
regional depots is now required for the factory 





(2) 


TAPE PRINTER 
(Print Accounts and 
Invoice Statistics) 


depot. T'his will deal with items stocked only at 
the factory depot as well as with those items which. 
were found to be out of stock at the regional depot 
from which the customer is normally supplied. 


STAGE г Summarized Accounts 
Е оро and Invoice 
Stocks Tape (1) > Statistics Tape (a) 
+ + A Process: 
COMPUTER Store this information in the computer. 
STAGE 2 Items Customer 
not available . Records 
: at Depot Tape (1) ‘Tape (2) 
{ + PROCESS: 
COMPUTER The computer process is similar to that 
carried out in Stage 2 of the preceding 
section. 
ЕС: | " 
Items not in Invoices Customer Records 
Stock Tape (1) Tape Tape (3) 
(To be carried TAPE PRINTER 
forward to next day's (Print invoices with 
processing) copies for Factory Depot) 
STAGE 3 | PROCESS 
COMPUTER Output this information from the computer 
| | after the processing. 
Y 
Items in Factory Summarized Accounts 
short supply at Depot Stocks and Invoice 
Factory Bees Tape "Гаре (а) Statistics Таре (3) 
TAPE PRINTER TAPE PRINTER 
(Print list of items in (Print Accounts and 
short supply at Factory Depot) ~ Invoice Statistics) 


4. Stock and Production Control 


This process would be carried out depot by depot. 
The ‘Previous Day's Production Tape’ is prepared 





STAGE 1 
Previous Day’s Facto Depot 
PORTAS "Гаре € ape (2) 
+ [es 
COMPUTER 


in the same way as the 'New Data Tape’ “is 


_ prepared in the;first process. 


• d 
Add the previous day's production to the - 
Factory Depot stocks and store the results. 
in the computer. 
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STAGE 2 Items in Depot 
short supply at Stocks 
Depot Таре Tape (2) 
m { 
COMPUTER PROCESS: 
eee ee | | 3 I. Check tf items in short supply are avail- 
+ Е able at the Factory Depot. 
Items to be sent Depot Items to be а. Reduce Factory Depot stocks to make up 
from Factory De Stocks produced by stocks at Regional Depots. 
1 to other Depots Tape Tape the Factory Таре 3. Make up loads from m Factory Depot 
to regional Depots. 
TAPE PRINTER TAPE PRINTER 4. List items to ni produced to maks up 
(Print list of items to be (Print list of items to normal stock position. 
sent from Factory Depot to be produced by the 
other Depots. Items are Factory to make up 
groped into loads by weight normal stock position) 
and volume) 
STAGE 3 ictal allel Process . 
Output this information from the computer 
Factor} Depot after the processing. 
Stocks Tape (3) | 


5. Accounts and Statistics 
[t will be observed that this operation provides а 








PAY DEPARTMENT 
1. New Data Preparation 
This is essentially the same as in the customer 
service department and again scope exists for 
obtaining the new data automatically in some 
cases, e.g. as a by-product of clocking on and off. 
It is not proposed to illustrate this. 
2. Pay-slip Production 
For flow diagrams see following page. 


SIMPLIFICATIONS AND EXTENSIONS 

It will be observed that office computer processing 
consists of two main procedures, first the incor- 
poration of new data in standing files and secondly 
the operating on two or more files, some of which 
are dealt with serially while others, to which 
random access is requised, are stored within the 
computer during processing. The decision as to 
which files are to be dealt with serially and which are 
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complete check on the accuracy of the accounts 
prepared in the а, processes. 


STAGE I Statistics of Summarized 
Orders Received Accounts T 
= а) и а) a 
у + Process 
COMPUTER Store this information in the computer. 
STAGE 2 New Data Salesmen’s 
"Таре (1) Records ps а) 
+ PROCESS: 
COMPUTER I. Call for the appropriate salesman’s 
| : record. 
Y К: 2. Add details of new orders to the sales- 
Summarized Statistics of Salesmen's man's record. 
Accounts Orders Received Records 3. Keep salesmen's statistics. 
Tape (2) Tape (2) Tape (2) 4. Keep summarized sales accounts. 
ТАРЕ PRINTER TAPE PRINTER 
(Print accounts) (Print Sales Statistics) 


to be referred to in a random fashion is one of the 
foundations on which the automatic office is based. 

For example, if the office computer is to be 
used to control the assembly of items required in 
the manufacture of complex articles made to 
order, then the orders themselves may form а 
serial file in place of the customer file in the 
examples. Alternatively, the items may form a 
serial file and the full details of each complex 
article may be kept stored one at a time in the 
computer and a separate processing carried out 
on each such article. 

A two-level storage of stock was adopted in the 
examples but the processing is naturally simplified 
if a single level stock is involved. 

If the number of items in stock is very large 
(say 20,000 items) and the size of the computer 
is such that full details of all itemis cannot be 
stored within it at the same time, then it may be 
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STAGE 1 Tax Tables, 
National Insurance 
Rates, etc., Tape 
PROCESS: 
COMPUTER . Store this information in the computer. 
STAGE 2 New Data lo 
Tape Recor ogee (1) 
PROCESS: Е . 
г. Match-up the employee's record with his 
COMPUTER new data, 
2. Establish category of employee, e.g. new 
i tu entrant, ing firm, on holiday, vs 
Pey List Pi Slip " са А се gross a [ete 
T^ Tape At 'ape (2) 5. Adjust employee’s record. 
TAPE PRINTER TAPE PRINTER 6. Prepare pay slips and pay lists. 
(Print Pay Lists) (Print Pay Slips) 7. Keep comage build-up. 
8. Keep summarized accounts. 
: 9. Keep pay statistics. 
STAGE 3 COMPUTER Process: 
а Output this information in the computer 
+ i after the processing. 
Make-up Summarized Accounts 
of and я 
Coinage Tape Pay Statistics Tape 
TAPE PRINTER TAPE PRINTER 
(Print make-up of int summarized accounts 
cotnage) and pay Statistics) 


advisable to divide the stock into two or more 
sections, e.g. fast-moving and slow-moving items. 
A reduction in the number of items involved 
would simplify the problem. 

Pay office work generally involves only a small 
proportion of a firm’s total clerical staff and, 
where a complex industrial wage structure, in- 
cluding piece-work and bonus systems, is in force; 
the major part of pay work is the build-up of 
^ gross pay. Some pay work, including P.A.Y.E., 
can be done very effectively by a computer, but 
in a large part of industry the prospective savings 


which may be realized by the employment of 
electronic clerks on pay work will be small by 
comparison with prospective savings if they are 
employed on other work. 

The approach typified in the preceding pages 
is of general application and should not be con- 
sidered as restricted to the organization of manu- 
facturing and selling agencies. Тће approach 
may with due modification be found appropriate 
wherever large files of information have to be 
processed regularly, for example, in the mail 
order business, banking and insurance. 


STANDARD DEDUCTIONS FROM WAGES 


by К. ROBERT, A.C.I.S. 


HE purpose of this article is to show how 

the costing principle of 'standards' and 

*variations from standards' may be usefully 
applied to:the preparation of large payrolls. 

One of the practical difficulties often experi- 
enced is in finding the right kind of wages book 
or wages sheets, with sufficient rulings to record 
all the necessary detail. An employee's рау-зіір 
may, and nowadays probably will, include the 
following: number of hours worked and paid for;. 
gross pay to date; free pay; taxable pay; weekly 
income tax deduction. 'T'hese particulars in them- 
selves will use up five columns in a book before 
anything has been done about deductions. 
National Insurance is bound to be one, and others 


may be authorized by employees for pensions, 
holiday savings, sports clubs, sick club, H.S.A., 
industrial clothing, tools, and so on. 

А large number of columns may therefore be 
needed on the payroll, each having to be totalled, 
and the sum of all agreed with the main total. | 
There is, of course, nothing particularly difficult 


‘about this, but it must be admitted that a great 


deal of clerical labour may be involved. A real 
problem would be posed, however, should the , 
machine used for payroll work be insufficiently 
provided with ‘registers’. In such cases, obviously, 
something must be done tô compress or eliminate 
recorded detail. 

The amalgamation of the regular deductions 
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into one ‘standard’ déduction seems to offer one 
of the best solutions. Though compressing in- 
formation, it does so in a way least liable to lead 
lé grumbles and queries. Nothing material is 
uppressed, whilst from an administrative point 
f view, the method actually offers advantages, for 
i t may be used to provide particulars not other- 
wise readily available. Briefly stated, the weekly 
fixed deductions, i.e. those that do not vary – such 
as pensions contributions — are added together and 
shown on the payroll as a single figure. In this 
way, information which may previously have 
required anything up to a dozen columns, and 


into ene. Tax, needless to say, cannot be included 
in the ‘standard deduction’ since it is a variable 
quantity. i 

This brings us to a rather important point, 


tions will still be subject, week by week, to minor 
fluctuations. For example, an employee who is on 
the sick list does not need stamps on his insurance 
card during his absence. All such variations – 
excusals of insurance, temporary non-payment of 
savings, additional contributions — аге recorded 
in a ‘deductions control account’. Great care must 
be taken over this as the final total will be referred 
to by the machine operator at the end of her run. 


temporary and a permanent nature. When a 
newcomer joins the staff or when someone leaves, 
the standard alters permanently, requiring an 
upward or downward adjustment — in fact, a new 
standard is created. The same applies: when an 
employee wishes to start making, or to discontinue, 
some particular contribution. All such permanent 
alterations will require careful noting in the control. 
This control takes the form of one or more 


The Institute's Examinations 

А total of 2,267 candidates sat for the examinations 
of The Institute of Chartered Accountants in England 
and Wales held last May; of these 1,040 were success- 
ful and 1,227 failed to satisfy the examiners. 

There were 874 candidates for the Final, of whom 
400 (46 per cent) passed and 474 failed; in the 
November 1954 examination 47 per cent passed. The 
First Certificate of Merit, the Institute Prize and the 
Walter Knox Scholarship were awarded to Mr James 
Lowe, of Manchester. The Second Certificate of 
Merit, the W. B. Peat Medal and Prize and the 
Plender Prize for the Géneral Financial Knowledge 
and Cost Accounting paper were awarded to Mr 
Norman John Edwards, of London, and the Third 
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corresponding machine registers, is boiled down ` 


namely, that though ‘standardized’, the deduc- . 


In practice there will be variations of both a’ 
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sheets of analysis paper, with a grand total 
column and an appropriate number of subsidiary 
columns, these being headed with the names of 
the various ‘funds’ – insurance, pension, savings, 
and so on. For accuracy’s sake, the account 
should be divided into two sections: ‘above the 
line’, in which the permanent alterations to the 
standard are recorded, and ‘below the line’, for 
purely temporary variations. Increases may be 
shown in black and ‘decreases in red ink. The 
standards, in total and analysed form, are carried 
forward from week to week to be revised in such 
manner as may be necessary. 

There із: опе essential to be observed if this 
technique of ‘standard . deductions’ is to be 
successful. There must be no errors either of 
omission or commission in the control account. 
Each and every variation affecting the norm 
must be faithfully recorded. The machine 
operator, too, will need to be advised of them 
before starting work on the printed payroll. 

А final point which may be emphasized is the 
value of the weekly list of variations for reference 
and balancing purposes. The stamping of a big 
batch of insurance cards, for example, is greatly 
facilitated, for the control shows at a glance all 
those cards which should not be stamped. The 
account is, moreover, a handy means of determin- 
ing when an employee joined or left, when he 
failed to make or was excused certain contri- 
butions, when and for how long he was sick. 
Periodic agreement of the various deduction 
accounts, pensions, savings, H.S.A., is also 
effected with the aid of the control. 

Though it may sound a little complicated, the 
whole system of ‘standard deductions’ is in reality 
extremely simple, and it works well, which is, after 
all, the main consideration. 


WEEKLY NOTES 


Certificate of Merit was awarded to Mr Edgar James 
Wadley, also of London. 

In the Intermediate, there were 1,239 candidates, 
of whom 596 (48 per cent) passed and 643 failed; 
passes in the November 1954 examination were 
48-4 per cent. The First Certificate of Merit, .the 
Institute Prize, the Robert Fletcher Prize and the 
Plender Prize for the Taxation and Cost Accounting 
paper were awarded to Mr David Mills Taylor, of 
London. Тће Second Certificate of Merit was 
awarded to Mr Robert Stephen Ransom, of London, 
and the Third Certificate of Merit and the Tom 
Walton Prize was awarded to Mr Frederick Michael 
Oddy, of Bradford. 

In the Preliminary, a total of 154 candidates sat, of 
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whom 44 (28-6 per cent) passed and 110 failed. In the 
November 1954 examination, 31:4 per cent passed. 
A full list of suécessful candidates in all three 
examinations, together with a summary of the results, 
‘appears elsewhere in this issue. . 


The Society's Examinations 


In the May 1955 examinations of The Society of 
Incorporated Accountants, four candidates were 
awarded honours in the Final, the First Certificate of 
‘Merit and First Prize being won by Mr David Henry 
Harding, of London. Тће Second Certificate of 
Merit and Second Prize were awarded to Mr William 
Sydney Potter, of Derby; the Third Certificate of 
Merit to Mr Derek Henry Northage, of London, and 
the Fourth Certificate of Merit to Mr Aubrey Edward 
Garner, of Bletchley.. 

There were 713 candidates for the Intermediate 
examination, of whom 309 (43 per cent) passed, 
7 candidates being awarded honours. The First 
Certificate of Merit and First Prize were won by 
Mr Christopher John Allison, of London; the Second 
Certificate of Merit and Second Prize by Mr John 
Robert Gillingwater, of Hull, and the Third Certifi- 
cate of Merit and Third Prize to Mr John Leslie 
Read, of Plymouth. 

In the Preliminary examination, 134 candidates 
sat, of whom 34 (25:4 per cent) were success 

А list of the successful candidates for the Final 
(Parts I and IT) examinations, together with a com- 
plete summary of the results, appears elsewhere in 
this issue. 


Creeping Inflation 


The country has not had to wait long for further 
restrictions on spending by the public and thé 
prospect of a reduction in the recent ambitious 
capital development programme. It has been clear 
for some time that prices were rising more quickly in 
this country than abroad despite the higher Bank 
rate and hire-purchase restrictions introduced in 
February, and which can only now be having a serious 


effect. There has, in addition, been the effect of the 


dock and rail strikes to take into account and these 
have assisted the high level of consumption in the 
home market to reduce the flow of exports. Recent 
pressure on the £ by foreign speculators owes a 
good deal to the belief that this country was accepting 
a state of creeping inflation as inevitable and that this 
‘would reduce its ability to export. 

On: Monday the Chancellor of the Exchequer 
announced that capital expenditure needing Govern- 
‘ment approval is to be slowed down, that new hire- 
purchase restrictions involving an increase of deposits 
from 15 to 334 per cent and that a sterner policy with 
regard to advances by the banks would be introduced 
at once. Apart from the increased hire-purchase 
deposits the Government is still relying on dis- 
couragement of long-term and short-term borrowing 
as a means of согађа пр inflation. Success for these 
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measures will depend on the degree to wh 
of England persuades the joint stock b: 
accommodation to customers. А welco 


„from the Chancellor’s prescription was ar 


of import controls. Monetary weapon 
given a full try-out in 1955 in the hope t 
be as successful in this country as they 1 


some cases on the Continent. 


Hospital Costing 


The working party set up by the Minist 
at the end of 1953 to study the question | 


hospitals has now issued its report. 


The working party recommends that 
hensive . system of detailed: departmez 
should be introduced in stages, startir 
largest' general hospitals. It suggests t 
beginning, only hospitals having an 
penditure, less direct credits, of £150,c 
should be required to operate the new : 
Minister of Health is consulting hospita 
before deciding on the action to be taker 

We shall discuss the working party 
more fully in our next issue. 


Higher Steel Prices. 


As from Monday of this week, steel 
increased by an average of 5 per cent. ] 
level, however, it is claimed that they 
15 per cent below American and Contin 
Prices range from 2} per cent increase 
from strip mills to А per cent оп foun 
and generally speaking, the biggest burde: 
is on heavy products, pig-iron and s 
steel. 

These increases come at a time when 
users are already having to absorb high 
labour costs. It is, therefore, probable tt 
be passed on to consumers through 
branches of the engineering industry. 


Selling to Western Europe 


A practical pamphlet called Selling 
Europe has recently been issued by 
Insurance Association Ltd. Commentin 


trend of British exports to that part ој 


it emphasizes that the mood of Wester. 
now expansionist and that since all the 
countries are highly industrialized they 
incentive to encourage trade among then 
report deals with those countries which 4 
of the Organization for European. Ес 
operation and Spain. 

It has a useful section on the prospe 
country and on their preferences and id: 
and gives enough examples of the kind : 
tude to British goods and British selling 
provide a basis for assessing the difficult 
variations which British exporters can ex 


ни 
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FINANCE AND COMMERCE 


tock-markets received a heavy shaking from Mr 
Butler’s latest proposals to tighten the credit screw. 
Prior to the Chancellor’s announcement а heavy bout 
f selling came onto the market. Despite the fact that 
е new Measures were not as stringent as many had 
orecast, the ‘House’ has remained chastened and 
wary. One fact claims attention and that is the firmer 
éstablishment of higher interest rates, a fact- which 
has found adverse reflection in n the market for British 


im 
Ropner Holdings 


The accounts of Ropner Holdings Ltd, which we 
reprint this week, provide a reminder of the effect of 
Section 56 of the Companies Act in the matter of 
share premium accounts. As the balance sheet shows, 
e Holdings company brought together i in 1948 the 
Pool and the Ropner shipping companies on such a 
capitalization basis as to create a substantial excess of 
the value of subsidiaries! net assets and with the 
capitalization of pre-acquisition profits and réserves, 
the first accounts showed approximately £5 million in 
hare premium account compared with £1} million 
of capital. 

Subsequent events showed that the ships were very 
highly valued at the take-over and sanction of the 
Court was asked for a write-down using the share 
premium account which, it was maintained, was not 
wholly represented by assets. Mr Justice Harman 
decided against the company and his ruling added its 
quota to accounting history. It is a very important 
decision in relation to Section 56. Since then, part of 
the share premium account has been capitalized. 

In this year’s report, the board give some shocking 
instances of what is happening at the ports, with a 
warning that ‘obviously a switch to continental ports 
is in our minds’, Our experience at United Kingdom 
ports of discharge, they state, has been disastrous. 





Port Delays . 


The report quotes the experience of ship A., with 
part cargo, in the Mersey: two days were spent at the 
bar, eleven more at the waiting berth, and it took ten 
daysto discharge 5,580 tons of cargo. Ship B., alsoin the 
Mersey, with part cargo, was three days at the bar 
and two days waiting for labour. It then took fourteen 
days to discharge 5,345 tons of cargo. This same ship, 
it is stated, subsequently discharged in London and 
Occupied six days putting out 1,115 tons. Ship C. was 
twenty-nine days discharging in Liverpool, Man- 
chester and Glasgow. In Glasgow, nine days went in 
discharging 1,345 tons. 

The point emphasized in the report is that if these 
ships had discharged all their cargo totalling 22,500 
.tons at north continental ports, they would have 
saved about twenty. day$ each or sixty days in all, 
representing a reduction in operating costs of some 
{20,000 or about 18s per ton on the cargo carried. 








Each of the four new motor vessels engaged. in the 
service, the board states, performs one round voyage 
less per year than scheduled solely on account of port 
delays. They run late for their commitments and 
cause embarrassment and loss to shippers and 
receivers. There is a growing desire on the part of 
those shipowners who are not irretrievably committed 
to United Kingdom ports, states the board, to avoid 
them at all costs. 


Quarterly Report 
We think the followi reproduction of the quarter! 
report issued by the Philips’ Lamp Works - a Dutc 
company with a world-wide organization — will 
interest both those who believe that interim reports 
should be published, and those who don’t. 


МУ. PHILIPS’ GLOEILAMPENFABRIEKEN 
April 1954 | Financial 





January 1955 апџагу 19. 
to to to ya 
March 1955 | March 1954 | March 1955 | 1954 
s (Amounts in millions of guilders 
Sales 511 408 2,039 1,936 
Profit before 
taxation . 57 45 243 231 
* In relation to sales . ILI% 1—% [19% 19% 
Р after 
taxation 3! ЈА 126 119 
in relation t to sales .. 6—% 5.9% 62% 62% 
- Number of ns 
employed at and c of 
period Й 128,000 110,000 128,000 123,000 


Business has continued to develop favourably in the Company as well as in 
the British and American Trusts 


Activity 
Sales figures show an Increase of 25 per cent as compared with the corres- 
ponding period of 1954, 

We malntaln our expectation announced in our 1954 annual report that 
the Increase 1n sales for the whole of 1955 will be less than the increase In 
1954 as compared to 1953, notwithstanding the greater increase [n sales 
during the period under review. Exports from the Netherlands rose, but 
proponam less than 

e number of personnel amployed has further Increased; In the 
Motherland: it was 52,500 on March 31st, 1955, as against 51,000 ас the 
en . 


Profits i 
in the profit figures allowance has been made for a proportion of the usual 
end-of-year cue 


The Паша n which, аз a result of the Increased activi ity and 
capital investments, might have been e: acted to be lower, show а rise 
owing to the [ssue of shares in January 1955 


Eindhoven, THE BOARD OF MANAGEMENT. 
May 31st, 1955, 


Money Market 


Despite some borrowing at the Bank during the week 
the market made no change in its bid at the Treasury 
bill tender. With £20 million less bills on offer at 
£240 million, applications were lower at £361,415,000 
against 2383,360,000. The market’s quote, however, 
was again 55 per cent with the average discount rate 
at £3 195 4:084 per cent against £3 198 4:88d cal cent 


a week earlier. 
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ROPNER HOLDINGS LIMITED 


Balance Sheet, March 3136, 1955 








1954 1954 . А 
£ £ £ £ £ £ 
Capita! Authorized and Issued i Shares in Subsidiary Companies 

1,759,606 Ordinary Shares of £1 each Valued at December 8th, 1948, the 
» full paid 1,759,606 dace of acquisition: 

‘A’ Ordinary Shares of А тће Shipping Со Ltd 

car fully paid .. T . 2,639,409 937,500 Shares of £1 each, fully 

4,399,015 4,339,015 paid 3,628,039 





Tha MIO: Shipping Co Ltd 


ital Reserve 
Share Premium Account, as at March 59 Shares of 13s 4d each, 



































2,412,781 Bist, 1954 ., .. .. МЕ 2,412,781 Aly pald ES ES +» 3,202,934 
——— ———— 6,830,973 ————— 6,830,973 
6,811,796 6,811,796 
Non-taxabie Distribution Investment 
Receivable from Subsidiary Com- Commonwealth Development Fin- 
les m MR n x 87,980 ance Co Ltd 25,000 ‘A’ Ordinary К 
Ёа Proposed Distribution of 2 2,500 Shares of £l each, 2s рад .. 2,504 
per cent .. .. E .. 87,980 х - 
— ~ Sundry Debtors 
Profit and Losa Account Amounts due from Subsidiary n 
25,295 Balance carried forward — .. x 25,467 . 135,756 Companles.. ee Mee 151,216 
Current Liabilities : 39,085 Cash at Bank and in Hand m 3,990 
Sundry Creditor 200 
Proposed Final Dividend, less tx. 63,236 Signed on behalf of the Board, 
mam Proposed Non-taxable Distribution 87,990 sai Р РЕЯ 
і 151, . G. 
J.R. ROPNER } Directors. 
£7,008,314 | £6,988,679 £7,008,314 £6,988,679 
Consolidated Profit and Loss Account for the year ended March 3ist, 1955 
1954 T 1954 
£ Audit Fees: £ £ £ £ 
200 Payable by the Company .. 35 200 964,851 Operating Profit . ‘ts £a ia 310,861 
1,000 Payable by Subsidiaries .. sis 1,000 147,787 Investment Income grows) sy E B . 121,985 
х 1,200 83 Tramfer Fees . z аж .. пе oe 164 
Taxation of the United Kingdom: 
53,925 income Tax on Investment loeme 48,055 
80,000 Profits Tax .. a 57,100 
— 105,155 
97,000 Taxation Equalization Account e 31,500 
880,596 Balance carried down .. $i a 295,155 
£1,112,721 £433,010 —£1,112,721 £433,010 
£ £ £ £ 
Reserve for Income Tax upon Profits ч 880,596 Balance brought down.. os E E .. 295,155 
144,000 the year sg .. e — 611 Income Tax Recovered 343 
320,000 Reserve for Surveys 70,000 — Provision for Excess Profits Levy no longer required 120,000 
300,000 Reserve for Depreclation of Vessels .. . 235,000 78,293 Balance brought forward from last year — .. у 86,624 
48,389 Interim Dividend of 2 per cent, fess сах 48,389 
Proposed Final Dividend of 2$ per cent, 
60,487 less tax 63,236 
Balance to be carried forward to next year: 
Profits retained by Subsidiary Note. — Tho Notes [below] form an [ntegral part of - 
61,329 Companies.. 60,030 these Accounts. 
Amount dealt with In the Accounts 
25,295 of the Company .. ix Ys 25,467 
— 85,497 
£959,500 £502,122 £959,500 £502,122 
штетан ae 








Notes on tha Accounts 


a By the Companios (Shipping Companies Exemption) Order, 1948, tha Company is exempt from disclosing certain Information relating to Reserves 
and Provisions and changes therein and certain details of Fixed’ Assets and the Deprectation thereof, and these Accounts have been Парана accordineiys 


(2) There has been placed to Taxation Equalization Account an amount equivalent to the relief from taxation In respect of "Initial Allowances’ (brought 


forward from previous years) which has been taken credit for in computing tha taxation liability on the profits of the Subsidiary Companies for the year 
to March 31st, 1955, 


(3) Included in the amount set aside for depreciation of vessels is the sum of £42,000, being tation rellef in respect of Investment Allowances utilized 
during the current year. 


(4) During the year remuneration payable to the Managing Company by the Subsidiary Companies aggregated 161,832 (£157,127 for last year); out 
of the remuneration аге pald Staff Salaries, Office Rents, Rates and ocher Office Charges and Expenses. The DI rs of the Holding Company are 
remunerated by the Managing Company. 


= n cel the Ма Companies has & contingent liability In respect of contracts for the construction of New Tonnage. The total amount is 
mated at 





| 
| 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Royal Commission Report: Loss Relief 


Sm, – With regard to relief for farming losses, is it 
not largely a case of the Inland Revenue being hoist 
by their own petard? 

As soon as the local Inspector of Taxes gets news 
of a person owning agricultural land, he causes 
estimated income tax assessments to be raised on 
farming profits, without inquiry as to whether or not 
husbandry is in fact being ‘carried on on a com- 
mercial basis and with a view to the realization of 
profits’. The individual concerned must then have 
accounts prepared so that the estimated assessments 
may be contested. Is it surprising that, having so 
been put to the cost of preparing accounts, the tax- 
payer claims relief on losses? 

One has only to recall the severe rationing of, or 
the impossibility of obtaining, certain agricultural 
products (e.g. milk, butter, cream, eggs, poultry, 
meat, cooking fats) to realize that people well-placed 
financially might be tempted to take on an agricultural 
holding to ensure that their households were ade- 
quately supplied. This was a passing phase and 
indeed with practically all agricultural produce now 
freely available at prices which afford the experienced 
farmer little scope for profit, the so-called ‘hobby 
farmers’ are largely out of the picture. 

It is pertinent to inquire whether the ‘interesting 
statistics’ produced by the Inland Revenue in respect 
of the year to September 1954 may not be misleading 
without further analysis o lanation. How much 
of the stated total £10} ‘million loss claims were 
effective for tax purposes? I know of several cases 
where tax relief could be claimed on only a small 
portion of a farming loss because of insufficiency of 
other income against which to set the loss. Again, I 
know of cases where in the year to September 1954, 
farm accounts covering several years were submitted 
to, and agreed by, the Inland Revenue as at that time 
accountants were still coping with arrears of work. 
To what extent, therefore, is the total £10} million 
farming loss claims inflated by the inclusion of figures 
covering more than one year? 

Yours faithfully, 
STEPHEN L. T CRAWFORD. 

Shepperton, Middlesex. 


Company Accounts: Redeemable Preference 
Shares 


Sm, - It appears to me that there is no difficulty over 
the point raised by Mr Wallis (July 2nd issue) with 


regard to the redemption of redeemable preference ` 


shares. ' 
The authorized capital of a company haying а 
share capital is that stated in its memorandum. The 


capital has to be shown as divided into shares of a 
fixed amount, but without classification, which will 
be decided upon from time to time by the company 
under powers conferred by its articles. 

Thus, when redeemable preference shares аге 
repaid, these shares revert to unissued shares and 
may be reclassified by the company at will and be 
reissued as bonus ordinary shares. 

Yours faithfully, 


London, EC2. R. C. BRAY. ` 


Settlements and Deeds of Covenant 


Sm, - We are puzzled by the seventh statutory 
restriction mentioned in the summary of Mr С. 8. A. 
Wheatcroft’s lecture in your issue of June 18th, 1955. 

Section 476 of the Income Tax Act, 1952, appears 
to us to confirm the contributor's remarks, but in 
practice we have several cases where an employer 
has covenanted with old domestic servants to pay an 
annuity, the deed has quite clearly shown the 
position and no objection has been raised by the 
tax authorities either in respect of a repayment 
claim on behalf of the récipient or in allowing the 
annual payment to the covenantor for surtax purposes, 
nor has any suggestion been made that the P.A.Y.E. 
provisions should apply. 

Is there an extra-statutory concession in respect 
of this, are we talking about something quite different 
from that intended by Mr Wheatcroft or have the 
Inland: Revenue merely missed the point? 

Yours faithfully, 
Т. С. & Co. 
[Mr Wheatcroft writes: The only reported case I have 
on the point is Kemp v. Evans (14 AJT.C. 449; 20 T.C. 
14) І am not aware of any unofficial concession on 


the matter, and if there is one, I would be very inter- 
ested to hear of it.] . 


Rubber Stamps on the Wrist 


Sir, - Rubber stamps inscribed with such necessary 
yet uninspiring information as ‘posted’, ‘received’, 
etc., and the date, are accepted but noisy articles in 
most offices, and are often used by clerks and account- 
ing machine operators who might otherwise be 
engaged in their more expert functions. 

Some years ago I read of a method of stamping 
which would avoid the noise and save time, whereby 
the stamp would be strapped to the underside of the 
wrist, enabling it to be used quickly and silently as 
documents-were handled. With machinists, the slight 
wrist movement’ required would, form part of their 
operating rhythm. 

In the hope that — may have been only an 
‘armchair work-study’ has somewhere become an 
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economic reality, may I appeal to your readers for · 


further information on the subject? 
Yours faithfully, 
INTAGLIO. 


| "Trading Surplus’ 
, SIR, ~ The accounts of a well-known company, 
reproduced i in your columns, contain another term 
| to be added to accounting nomenclature without, 
alas, assisting clarity. 

It is to be wondered whether the sponsors had 


| Jordan’s Modern Book-keeping 

| Part I 

, by Frank H. Jones, F.A.C.C.A., A.C.I.S. 
i (Fourth Edition) 

і (Jordan & Sons Ltd, London. 75 64 net) 


! The author's long experience as teacher, examiner, 
and practical accountant makes him ideally qualified 
to write a text-book which never loses sight of the 
needs of students, and a fourth edition of Part I has 
| по made its appearance. This is intended for 
elementary students and first-year classes, and it is 
‚ pleasing to note the care which the author has taken 
to be up to date both in text and examples, and to 
keep in mind the general trend towards more in- 
formative accounts. He has also cut out some dead 
' wood in the shape of outworn formalities no longer 
used in current practice, and he makes use of the 
most modern terms. 
| Each principle is illustrated by one or more 
j examples, and the large number of questions and 
exercises have been taken from the examination papers 
, of the leading examining bodies. A special and very 
‘useful feature is the list of ‘Common mistakes to be 
i avoided’ given at the close of each chapter. 


Essentials of Economics 
| (Second Edition) 


| by I. Glyn Jones, M.A. 


1 (Gee & Co (Publishers) Ltd, London. 215 net, 
215 6d post free) 
‘Economics has long since ceased to be the dismal 
iscience of small interest to any but a few experts who 
[made theoretical pronouncements on subjects which 
iseemed to the ordinary man to have little to do with 
everyday life. Today it is not an abstract subject, but 
ja very practical one, in which anybody who lives 
intelligently is bound to take an interest ~ even if 
junconsciously — whether that interest arises from a 
discussion on the family budget in relation to wages 
and the cost of living, or a newspaper article on profit- 
sharing or wage differentials in the railway industry. 
The new edition of Mr Glyn Jones’s book is there- 
fore particularly welcome, for he possesses the gift 
‘of breaking down economic terms and propositions 
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bothered to look up a dictionary meaning of the word 
‘surplus’ for one such definition is: ‘beyond what is 
necessary’. 

Dictionary apart, is the term еу арі 

Surely а trading company makes а profit, that is the 
difference between cost to proceed and proceeds of 
sale. True, the profit does not arise until sale, but 
this difficulty is largely overcome in practice by 
valuing current assets at realizable values at date of 
balance sheet. Yours faithfully, 

London, EC2. E. HARMAN. 


| REVIEWS 


into language which can be easily understood by the 
student and the general reader. The arrangement of 
his matter is admirable, too, being a series of concise 
notes tabulated under their appropriate headings, 
easy both for reference and reading. Dealing with a 
subject which includes so many aspects of human 
life and behaviour, the author has successfully 
resisted the temptation to become discursive or to 
take sides in the arguments he has set out. 

Тће section dealing with Money and Exchange is 
particularly to be commended — but so is the whole 
book. 


RECENT PUBLICATIONS : 


A MaNuaL or Foreign ExcHANGE, by Н. E. Evitt, F.I.B. 
Fourth edition. vi + 261 pp. 84 X 54. 16s net. Sir Isaac 
Pitman & Sons Ltd, London. 

WmarnLaNs's Tax TABLES AND Tax RECEKONER, 1955-56, 
by George Whillans. 8 pp. 10 х 6. (Paper cover.) 

' 5$ post free (6 copies or over 4s 6d each, 25 copies or over 

= 44 each). Butterworth & Co (Publishers) Ltd, London. 

Мор=вм METHODS OF ACCOUNTING (Junior Course), by 
A. B. McCarroll, r.c.1.5. ix + 238 pp. 8$ X 54. 9s net. 

: Longmans, Green & Co Ltd, London. 

Work Srupy IN Practice. (First issue of British Produc- 
tivity Council's new- "Саве Studies’ series.) 55 pp. 
84 X 54. (Paper cover.) 25 6d net. British Productivity 
Council, London. 

ORGANIZATION or Кегли, DisrRIBUTION, by M. D. Н. 
Rose. ix + 144 pp. 8 X 5}. 9s 6d net. Macdonald & Co 
(Publishers) Ltd, London. 

Tue Ступ, Service wn Barrar, by G. А. Campbell. 382 pp. 
7 X 4$. (Paper cover.) 3s 6d net. -Penguin Books, 

. Harmondsworth, Middlesex. 

Esrarg Duty ом SETTLED PROPERTY AND ANNUITIES, by 
George C. Mason, В.А. Пе Me pn SSH 305 net. 
Jordan. & Sons Ltd, London; Shaw & Sons Ltd, London. 

PROFESSIONAL NEGLIGENCE, by J. P. Eddy, о.с. xii + 146 pp. 
8 x 5. 132 6d net. Stevens & Sons Ltd, London. 

Tax CASES REPORTED UNDER THE DIRECTION OF THE BOARD 
ов INLAND Веувмон. Vol. 35, Part 7. 435-508 pp. 
(Paper cover.) 21 6d net. Her Majesty's Stationery Office, 
London. 

SUPPLEMENT TO Income Tax, SURTAX AND PnorrTS ТАХ. 
(Fourteenth edition), by E. Miles ‘Taylor, F.C.A., Y.8.A.A. 
i pp. 84 х s. 1: 3d net. Textbooks Ltd, Harpenden, 

erts, 

Waar AUTOMATION Mays, by Frank С. Woollard, M.B.E., 
М.І.МЕСН.Е., M.L.PROD.R., M.LI.A, M.S.A.E. IX pp. 9 X 6. 
(Paper cover). 6d net. British Productivity Council 
London. 

REGISTER ог SURVEYORS, LAND Асемта, AUCTIONEERS AND 
EsTATE AGENTS, 1954—55. lix + 1124 pp. то X 64. £a post 
free.. Thomas Skinner & Co (Publishers) Ltd, London. 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students! Committee 


The committee announces that Sir Harold Gillett has 
agreed to fill the vacancy on the Scholarships Com- 
mittee caused by the death of Mr John Myers. 

Representatives of the committee have held a formal 
but informative meeting with the chairman and other 
members of the London and District Society of Char- 
tered Accountants. 

The Library 

The lease of the Students’ Room and Libary now 
happily redecorated, expires in March 1957. The sub- 
committee which has been set up to review the Society’s 
future accommodation would be grateful for any com- 
ments or suggestions that members may have, : 


Prizes 
The competition for reports on lectures given in the 
spring session was won by Mr B. Arnold, Mr А. Р. 
Palmier taking second prize. Thanks are due to Mr 
J. T. Corbett, r.c.4., who acted as adjudicator. 
Debating prizes have been awarded to Mr S. L. 
Saunders and Mr M. Н. B. Abd el Motaal. 


Past Activities — 
Parties of students have recently visited Lloyds Bank, 
Ford Motor Works and the Royal Mint, and it is hoped 
that many more paid a visit to the Business Efficiency 


Exhibition. If nothing else, the exhibition was capable 
of provoking sympathy with the Luddites, and a 
certain anxiety as to future examination syllabuses. 


Books 
The following books have recently been bought: 
Mercantile Law (Charlesworth) – 8th edition. 
Mercantile Law (Stevens) ~ 12th edition. 
Introduction to English Law (James) ~ 3rd edition. 
Tolley’s Income Tax Chart Manual, 1955. 
Key to Income Tax, 1955 (Staples). А 
Copies of The Times and The Financial Times will 
also be regularly available for reading in the Students’ 
Room. The Assistant Secretary is always glad to have 
suggestions as to books which might be purchased. 


Residential Course 
Members are reminded that applications for the resi- 
dential course at Oxford should be in by next Monday. 


Bye-law 58 
Articled clerks may not generally be aware that with 
the permission both of the Institute and of their 
principal they may spend up to six months in an 
industrial undertaking. Anyone who is considering . 
applying for: this exemption should contact the 
Secretary who may be able to help them. . 


ACCOUNTANTS’ CROSSWORD 


Compiled by Kenneth Trickett, A.S.A.A. 






"PT E HIE РА Е 
E ii. Hm 


ACROSS 
1. lori a resulting from a casting vote? (Two words, 


9. Traffic i in bills (9). 


11. Schedule of provisions as to certain claims for mies ) 
та. Som a be ene on with by way of dividend 
13. Marks with lines 
14. а for a und sum (6). 

im Came and slid in fractions (8). 

Departed a different way in advance (8). 

19. Bargain (6). 
22. The part of 20 due at the end (7). 
24. Most productive (7). 
25. In which 20 is often left (5). 
26. Helper (9). 
27. Hers ran faster idus (Two words, s, 8). 


DOWN 


2 Advice of spass charge (Two words, 5, 4). 
ts to the heart of things (Two words, 8, 7). 

A Business срна Kai (8). 

5. Expenses of an ancient lawsuit? (Two words, то, 5). 

6. The connection of E.P.L. legislation (5). 

| Thrift is an exception (6). 

How the sister begins an essay (6). 
10. The memorandum states how а claims must be 
completed (4). 

16. Sum (9). 
17. Applicable to a gross or net distribution (8). 

18. Standard equivalence 
20, A broken tea-set (6). 
21. Foreign land shares after repayment of 6s 8d in the f, (e 
23. Thus nothing changes direction (5). 


The solution will be published next eceek. 
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‘The annual cricket zi between the Institute and 
the Law Society took place on the Richmond Club 
" ground on July 2oth, when the Law Society repeated 
their victory of a year ago, winning an exciting game by 
precisely the same margin, namely, two wickets. 

'The Institute batted first. B. Lowe and T. B. 
Stafford opened the innings and carried the score to 39 
jbefore Lowe played a ball onto his wicket after 
‘appearing to be reasonably comfortable against the 
Гау Society bowling. After this fair start to the 
*innings, disaster overtook the Institute, and it wasn't 
long before three more wickets had ‘fallen for the 
addition of only 18 runs, Stafford having contributed a 
useful 21. P. C. Kay еп played a magnificent innings 
land, ably supported by R. J. Adamson and R. M. 
[Coleman, added тоо runs to the Institute total before 
‘being caught at the wicket off К. L. Clarke’s bowling 
when his personal score stood at 67. The Institute were 
eventually all out for 181 at 3.30 p.m. 

The Law Society were thus left with 21 hours to 
score 182 to win, and Т. M. Sutton-Mattocks and С. 
Williams promptly proceeded to wipe out the arrears 
iafter С. L. Law's wicket had fallen to С. W. Gate 
‘with the score at 6. The Law Society innings com- 
menced st 3.45 p.m. and an hour later they had 9o 
runs on the board for the loss of only one wicket, 
and it looked as if the Institute were going to be well 
and truly beaten. However, after tea Williams was 
caught off H. R. P. Thompson’s bowling in the deep 
field, and five minutes later Sutton-Mattocks was 





game then became very much more open as the bowling 
of D. A. W. Bradley, Thompson and Gate proved 
almost too much for the following batsmen, The rate 
of scoring dropped to far less than a run a minute, 


just managed to score the winning runs with only.ten 
' minutes left for play. 
' Altogether it was a most interesting and at times 


exceedingly exciting game — perhaps one of the most 
enjoyable of the series. 


Personal 

| Messrs DELOITTE, PLENDER, Haskins & SELLS 
| (Canada) announce the merger of the practice of 
Messrs Rooke, Tuomas & Co, of Regina, Sas- 
katchewan, with their own. The combined practice 
will be carried on under the name of DELOITTE, 
| PLENDER, Haskins & SELLS, Chartered Accountants. 
· Аз a result of the merger, in addition to the offices 
' hitherto maintained by DELOITTE, PLENDER Haskins 
& SELLS in Canada, there will be an office at 403 
Leader Building, Regina, Saskatchewan. 

Messrs C. P. SPENCER & THomas, Chartered 
Accountants, anriounce that, as from July 15th, they 
have changed their ‘address from Palatine Chambers, 
: 6 Market Street, Halifax, to Alliance > Chambers, 
| 5 Rawson Street, Halifax. 
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caught at deep square leg off the same bowler. The. 


and in the event the Law Society with the ninth man in ` 
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E CRICKET | 
THE INSTITUTE v. THE LAW SOCIETY 


It is interesting to note that the first match between 
the Institute and the Law Society was played twenty- 
four years ago on the Southgate ground. It is hoped 
next year to celebrate the Silver Jubilee of these 
games at а dinner to be attended by the two teams. 

The scores were: 


. ‘Tue CHARTERED ACCOUNTANTS 





B. Lowe, played on, b. Morton .. v ve^ OEE 
TT. B. Stafford, b. Clarke .. ЧЕ po 1. 21 
D. A. W. Bradley, b. Morton p Ке .. IO 
J. W: H. May, b. Clarke .. - Ра X 9 
a ors Levees pc A ig m E .. 67 
R. J. Adamson, b. Goold .. a .. 15 
R. M. Coleman, c. Morton, b. Clarke . 13 
Н. В. P. Thompson, c. Sutton- or A b. Morton 2 
С; W. Gate, c. Williams, b. Goold x o 
G. Ford, not out ~ > ТА 
L. W. Robson nus ) с. ЕШ, b. Clarke . i 7 
Extras x 12 
Total 18 8А 

Bowling: М. Morton 19—5-42-3; R. L. Clarke 


Мона Ellis 2-0-12-0; С. Williams 4-1-17-0; 
W. F. Goold 62—142. 


. THe Law Socrery 
'T. M. Sutton-Mattocks, c. Bradley, b. Thompson 62 





G. L. Law, Њу. Gate Р 2 
С. Williams, с. Robson, Ь. ‘Thompson tes e 47 
G. F. Oakley, c. May, b. Thompson es gs 2 
R. S. Ellis, c. Stafford, b. Thompson x .. 10 
C. C. Russell-Vick, not out. . a ic 1. I2 
M. M. Morton, c. May, b. Gate .. x .. 20 
W. Е. Goold, lbw. Gate .. n - d 8 
S. Franks, b. Gate .. ate rd Vu ram o 
R. L. Clarke, not out ie НЕ ее К 4 
Extras is Р - n 15 
Total 182 


=== 


T. L. Outhwaite did not bat. 

Bowling: G. W. Gate 9-2-23-4; D. А. W. Bradley 
16-1-59-o0; С. Ford 4-o-22-o; Н. В. P. Thompson 
19—3—-49-4; R. J. Adamson 1-0-14-0. 


NOTES AND NOTICES 


Obituary 
Cor. Sır BERTRAM FORD, KT., T.D., LL.D., D.L., F.C.A. 

We have learned with regret of the death of Col. 
Sir Bertram Joseph Tottey Ford, KT., T.D., LL.D., 
D.L., F.C.4., former general manager of The Birming- 
ham Post and The Birmingham Mail and managing 
director of The Birmingham Post and Mail Ltd. 

Col. Sir Bertram Ford was admitted an Associate 
of the Institute in 1895 and was elected a Fellow in 
1910. For some years he practised in Birmingham as 
a partner in the firm of Bloomer, Ford & Co, until 
he became manager of The Birmingham Post and 
The Birmingham Mail in 1913. After the sale of the 
two papers to Lord Пе, following the death of 
the former proprietor in 1942, ће became managing 
director of the newly-formed company, a position he 
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held for three years. He remained a director of the . 


company until his retirement from business in 1947. 
He commanded the 4th. Staffordshire Battery, 
R.F.A., in France during the First World War until he 
was invalided home with the rank of major before the 
close of the war. He was for a number of yeara 
president of the Royal Artillery Regimental Associa- 
tion (Midlands Branch), and also took an active 
interest in the work of the British Legion. | 
He was well known for his work for the medical 
bodies of Birmingham and held important positions 
on the boards of five Birmingham hospitals. He did 
much work during the Second World War for. the 
ambulance movement. 
In 1936 he received a knighthood for public and 
philanthropic services, and in 1938 the University of 
ham conferred on him the honorary degree 
of Doctor of Laws on the occasion of the completion 
of the Hospitals Centre and the new Medical School. 


Directors' Unpaid. Bonuses 


An article by Mr John B. Jowitt, a.c.a., published 
in our issue of May 22nd, 1954, entitled ‘Directors’ 
bonuses’, contained inter alia the following remarks 
under the sub-heading ‘Bonuses left undrawn’: . 

*. . » Where the bonuses are credited to a separate 
account called “Creditors for bonuses", and the intention 
is not to pay these bonuses, then the Р.А.Ү.Е. tax will not 
be paid until such time as "the bonuses аге paid.’ | 

Subsequently in the article the author stated: 

"Where the bonuses are credited to creditors for 
bonuses, then assessments will be madé by the’ Inland 
Revenue on the bonuses unpaid. When the bonuses are 
ped. then the demand notes will also ре due and must be 
pai 

Later, the author said: 

'It appears that the P.A.Y.E. liability on binuses 
unpaid in the form of creditors for bonuses may continue 
for an indefinite period of time. In fact, if necessary, the 
time could be extended to the date of death of the 
directors. In practice, the Inland Revenue will insist 
on payment of the bonuses where there are sufficient 

' funds of the company.’ 
"These statements séem to us to require some qualifi- 
cation. As the author of them is at present abroad, we 
take the liberty of making the following comments. 
Although it is true to say that until an employer 
has ‘paid’ emoluments he cannot deduct tax from 
them and is, therefore, not accountable for such tax, 
it must be borne in mind that the P.A.Y.E. system is 
merely a system of collecting Schedule E tax, a system 
which does not displace the employee's fundamental 
liability where tax has been assessed but, for whatever 
reason, has not been paid. Accordingly, a bonus 
which has been credited to a director in respect of a 
particular year requires to be assessed upon him 
under Schedule E, as intimated in the second of the 
three statements quoted above. In the’ ordinary 
course, an assessment which includes an unpaid 
bonus will show a tax liability greater than the amount 
which the employer has deducted under P.A.Y.E. 
‘The excess is payable direct by the employee (The 
Income Tax (Employments) Regulations, · 1950 


THE ACCOUNTANT 


. R. D. R. Bateman, м.в.к., P. Е. 


July-3Qth, 1955 


(S.l. 1950 No. 453, regulation 52 (2)) unless the 
Inspector agrees to set it off in determining the code 
number for the following year (ibid). There is no 
statutory authority for holding over the collection: 
of this tax until the bonus is actually paid by the 
company. 

On the other bd, the Inland Revenue have no 
authority to ‘insist on payment of the bonuses’, No 
such authority is in practice necessary since, ав we 
have said, the Inland Revenue аге not confined to ` 
the P.A.Y.E. system in collecting Schedule E tax, 
nor are they precluded from collecting, directly from 
the employee, tax on remuneration which has been 
voted but not yet paid. 

Of course it may be that in a particular. case the 
collection of Schedule E tax on unpaid remuneration 
will be held over as a matter of grace on the grounds 
of hardship, but this is unlikely to apply to the 
situation envisaged by the author of the article. 
Again, the employee may appeal against the assess- 
ment on the ground that it is doubtful whether the 
bonus will ever be paid and the hearing of the appeal 
may be adjourned pending ` clarification of the 
position. 


- The Institute of Chartered Accountant 
in England and Wales 
TAXATION AND RESEARCH COMMITTEE 

The eighty-first meeting of the Taxation and 

Research Committee was held at the Institute 

on Thursday, July rath, 1955, at a. p.m. 
Present: Mr T. Fleming Birch (in the chair); Messrs 
enter, F. Carruthers, 
D. A. Clarke, W. О. Densem, 5. Dixon, А. R. English, 
Е. J. Eves, С. С. G. Goult, E. А. Harris, С. N. Hunter, 
S. Kitchen, E. N. Macdonald, D.F.C., Ј. H. Mann, M.B.E., 
G. P. Morgan-Jones, E 8. Mowforth, J. H. Plant, A. H. 
Proud, А. Rayner H. Thomas, C. P. Turner, 
L. W. Underwood, ny . Weeks, E. Е. б. Whinney, E. K. 
Wright and G. H. Neu with the Secretary. 


Standing Sub-Committees 
Reports from the following Standing Sub- Committees 
were received: 
General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
"Taxation Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from five special sub- 
committees. 
Future Meetings 

The next meeting of the Committee was fixed 1 for 
Thursday, September 15th, 1955, and the dates for 
other meetings in 1955 are: 

"Thursday, October 2oth, 1955. 

» December sth, 1955. 


In Parliament · 
Tax RELIEF: SHIPBUILDING 
Mr Pace asked the Chancellor of the Exchequer the 
estimated taxation relief granted in connection with 
shipbuilding in this. country compared with such 
relief, subsidies and other Government aid granted 


| 
| 
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to shipbuilding in the chief shipbuilding countries 
which are members of the Organization for European 
Economic Co- -operation, 

Mr H. Brooke: It is provisionally estimated that, 
in making assessments for 1955-56 on the profits of 
United Kingdom ship-owners, the deductions to be 
imade for capital allowances, less any balancing 
charges, will amount to about {£70 million, which is 
equivalent to a reduction of just over £30 million 
in the income tax and profits tax otherwise payable. 
П regret that comparable” figures for other member 
countries of the Organization for European Economic 
Co-operation are not available. 


; Hansard, July 20th, 1955. Written Answers, Col. 57. 





SURTAX · 

IMr Boos asked the Chancellor of the Exchequer 
what was, for the last convenient yearly period, the 
total sum collected in surtax and the cost of its 
collection; what percentage of all revenue surtax 
contributed and what percentage the cost of collect- 
ing surtax was, of the cost of collecting all revenue. 

| Mr К. A. BurLER: The yield from surtax for the 
financial year 1954-55 was £134,700,000, which 
represents 2:84 per cent of the total ordinary revenue 





for that year and 5'3 per cent of the total Inland. 


Revenue duties. The cost of collection of Inland 
Revenue duties generally in the year ended March 


duties. I regret it is not possible to distinguish the 
cost of collecting individual taxes. _ 
| Hansard, July 21st, 1955. Written Answers. Col. 65. 


i 
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PENSIONS AND SUPERANNUATION SCHEMES 


Mr Gowznasked the Chancellor of the Exchequer what 
information he possesses about the extent to which 
pensions and superannuation schemes have been 
instituted in British industry; and to which such 
schemes have increased in number since 1945. 

‚ Mr H. Brooxe: The latest information available is 
that given in Appendix V of the recent report of the 
Committee on the Economic and Financial Problems 
of the Provision for Old Age [the Phillips Committee]. 
The total number of pension and superannuation 
arrangements of all types in operation was about 
12,000 at the end of September 1945 and about 
43,000 at the end of September 1954. These figures 
bear no necessary relation to the number of employers 
and employees involved. 


Hansard, July 21st, 1955. Written Answers. ‘Col. 65. 
| 





Workers’ Bonus SHARES: Tax 
Mr OSBORNE asked the Chancellor of the Exchequer 
if he will consider amending the Finance Act, so that 
bonus shares given to workpeople, up to a maximum 
market value of £250 each and subject to them being 
retained for a minimum number of years, should be 
free of income tax to the workers. 
. Mr BurrER І have noted the proposal, but my 
right hon. friend the Financial Secretary has 
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drawn my hon. friend's attention to the difficulties 
and inequities inherent in proposals of this kind. 

‘Mr Озвовме: While recognizing that great in- 
equalities would result from adopting such a scheme, 
may I ask my right hon. friend whether it is not better 
to encourage co-partnership schemes and forgo a 
little revenue for the Inland Revenue? 

-Mr BUTLER: It is not so much the revenue as equity 
about which І am worried. 


Hansard, July 19th, 1955. Oral Answers. Col. 180. 


DISABLED Persons: Tax ALLOWANCE 


Mr Hecror Носнеѕ asked the Chancellor of the 
Exchequer if he has considered the financial handi- 
caps suffered by persons who, because of physical 
disability, have to incur extra expense not incurred by 
persons free from disability; and what regulations on 
income tax allowance or other relief he now makes and 
intends to make to such disabled persons in respect 
of such extra expense. 

Mr Butter: The only provision of this nature is 
Section 217 of the Income Тах Act, 1952, which 
grants an allowance of {40 to a taxpayer who, Бу 
reason of old age or infirmity, has to depend on the 
services of a daughter resident with and maintained 
by him. The Royal Commission made certain recom- 
mendations on this matter which will be considered 
before next year with its other recommendations. 


Hansard, July 19th, 1955. Oral Answers. Col. 182. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JULY 3187, 1880 
FAILURES OF “ACCOUNTANTS.” 

To the Editor of the Accountant 

Sir,—In answer to the complaint of “Veritas” in 
your issue of the 24th inst., the “Statistics of Failures” 
are compiled from Official sources, and the only 
designation of profession given by the Official 
record in the sixteen cases referred to is that of 
"Accountant." It must be obvious to you that it 
would be almost impossible, with such a mass 
of cases as have to be dealt with, to verify the trade 
or profession officially given, and consequently, 
there may no doubt be.numerous instances whereby 
“Stockbrokers” included in the list are not members 
of the Stock Exchange; “Grocers” who might with 
equal propriety be described as Wine Merchants, or 
Provision dealers, and “Accountants” who, in the 
words of ‘ "Veritas," do not belong to any of the 
Institutes of Accountants, "without adducing many 
other such typical cases. 

You will, І am sure, allow that such compilation as 
the Statistics in question, is both useful and desirable; 
but you will also at the same time confess that it 
would be an impossibility to deal with the matter in 
so minute and exhaustive a manner, and in so narrow 
a spirit as "Veritas" seems to wish. 

I remain, Sir, 
Yours obediently, 
RICHARD SEYD, 
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THE INSTITUTE OF CHARTERED © 
ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in May 1955 
FINAL EXAMINATION 


Held on May 31st, June rst, and and 374, 1955 


Gertificates of Merit with Prizes Awarded 
First Certificate of Merit, the Institute Prize and the Walter Knox Scholarship 
у ola Tames (R. H. E. Wilkinson), Manchester. 


Second Certificate of Merit, the W. B. Peat Medal and Prize and the Plender Prize for the General Financial Knowledge and Cost 
ccounting 
Edwards, Norman John (G. x e] Я J. Morris), London. 


Third Certificate of Merit 
Wadley, Edgar James (Е. W. Barnes), London. 
Fourth Certificate of Merit and the William Quilter Prixe б 
Norris, John (Т. С. Squance), Sunderland. | i 
Fifth Certificate of Merit and the Plender Prixe for the Advanced Accounting (Part 11) paper 
Robson, Denis Anthony (T. H. Parker), Manchester. 
Fifth Certificate of Merit 
Grace, Harold Minshull (K. G. M. Harding), Liverpool. 
Seventh Certi; of Merit 
Croudson, David (V. Walton), Leeds. 
Eighth Certificate of Merit and the Plender Prizes for the English Law (Part I) and (Part II) papers 
Morgan, John Gareth (Т. TS. Davies, Ebbw Vale. 
Ninth Certificate о 
Mackenzie, John David Hay f4 Tane), London. 
Tenth Certificate of Merit 
Beer, Michael John (N. A. сон! Sheffield. 
Butler, Percy James (E. R. Nicholson), London. 
Twelfth Certificate of Merit 
Hayton, Robert (H. G. Walton), Manchester. 
Thirteenth Certificate of Merit and the Plender Prize or the Advanced ПО АНА Part I) paper 
Piper, Andrew George (E. W: Newman), Birmingham ( 


Fourteenth yi am 
Hanson, John Dougl kino) London, 


Full List of Names of Successful Candidates 
(in alphabetical order) | 


Aaronson, B. (W. Н. Shears), London. Brass, B. D. (S. Т. Evans), London. 
Abbott, G. W. (H. D. ), Southend-on-Sea. Britton, D. O. e J. Robson), Manchester. 
Adams, D. H. (H. C. Bladen), Hanley. Brown, J. E. ark Impey), Q xford. 
Addy, TW. (R. W. Rod , Leicester. Browne, M. i gar), London. (Plender Prize for the 
Ainsworth, B. T. .H. M. ayley), London. Taxation ра 
Allen, Т. W. (Н. Martin), London. (The Frederick е, Buckle, MEL J. Wakelin), Lichfield. 
Prize.) Bulman, Р. J. d ilson), Middlesbrough. К 
Anderson, ) N. C. (D. Neal), Birmingham. Bulman, R. H. (C. СЕ 5 w), Stockton-on-Tees. 
Апвоп, J. Crouch), London. Burgoyne, D. G. acSwiney), London. 
Archbold y (6. G. Dickinson), Sheffield. Burnstone, P. А. (J. E Isherwood), London. 
Archer, D.I. (T. G. Darlington), London. Burrow, P. W. (R. V. Newland), Birmingham. 
ng, C. J. (J. G. Ash), London. Burrows, M. J. (N. G. Bascombe), Bristol 

Arnold, D. M. $ Ee , Brighton. *Butler, P. J. (E. R. Nicholson), London. 

old, J- on), Birmingham. Callaway, N. K. .B , Lond 
apin, d Mo 5. Pike aes Birmingham. Campbell, B. H. E : Non London. 

, · (E. C. Turner), Capon, С. C. С. (E. А. Sawkins), Southend-on-Sea. 

Atlas, L. Н. (Е. E. Elis), London. ЈЕ, с. Mayer-Nixson), London. 
Austin, D.B. (B. p Bonow), Havant, Carvell, R. 5. (e E. Polak), London. 
Austin, P. (R. gley), ey. Cass, M. G. M: A. Hyams), London. 
Bannister, 5. A, G E F. Leach), London. Champness, R. D. (A. A. F. Parker), ‘London: 
Barr, A. M. (A. T. Eaves), Manchester. Chapman, F. D. 5: D. Smith), London. 
Bateman, А. G. (С, О. Crew), Birmingham. Chapman, R. S. ( th Duthie), London 
*Beer, M. J. (N. а Sheffield. Charles, E. A. (A. Marks), London. 
Beet, Miss M. A. (J. D. Barber), Sheffield. Charters, P. A. (F. R. Совд), London. 
Behrend, D. M. (E. N. MacDonald), Liverpool Chedgey, 5. С. pE о B5 Smith), London 
Belfer, D. W. (H. Arbeid), London. Cheesman, R. F. (O. D. Manwaring), London. 

. Benson, C. E. (G. R. Lowe), London. i Clarke, C.H. (C. A. Prophet), Harpenden, 
Billington, C. H. (W. R. S. Huyton), Preston Clifford, C. S. (W. H. Clifford), Southwell. 
Bishop, K. G. (F. C. Russell), London. (Plender Prize for the Cohen, B. M. (H. "Munro) London. 

Auditi ic Cohen, H. (P. Fine), London. 
Bishopp, Herington), Birmingham. Collighan, N. (R. О. МсПутіск), Manchester. 
Blackburn, R. N. (CA olly), London. Collins, B. A. (G. S. Simmonds), Teddington. 
Blaikie, D. D. Warren), London. Collins, L. E. L. (H. F. Ware) ndon. 
Bond, 7. M. K. Po pleton), Manchester. Cope, À. H. (M. D. Murray), Walton-on-Thames. 
Bradley, R. A. (R. C. Barnes), London. Crabtree, E. (A. Smith), Manchester. 
Brailsford, H. B. (R. T. Tiplady), London. Craig, J. G. . L. Farr), Nottingham. 


* See also Certificates of Merit above. 
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Crapnell, ЗА J. (H. R. Elliott), Worthing. Hall, B. N. (R. E. Goate), Canterbury. 
1 Crawford, of F. Venner), London. Halloran, C. T. (S. H. Swallow), London. 
Самог ме Ww. (B. J. Ashurst), London. Halton, J. (J. W. Pickard), London. 
| Crook, B. F. (G. M. W. West), Liverpool. Handique, N. K. (R. Daveon), London. 
Cross, C. W. H. (H. Richards), Birmingham H M. J. (R. P. Matthews), London 
Croudson, D. (V. Walton), Leeds, Hanson, C. R. (С Walton), Lee 
; Crump, D. Р. (У. E. Cox), Bi ham. *Hanson, J. D. (E. Е. Wilkins), London. 
| Cumberbatch .(H. Denner), Blackpool. Harding, G. D. E B. Wickenden), Coventry. 
„Сша, І. C. ОМ. Smith), , London. Hargreaves, T. H. (R. W. Rodwell), Leicester 
Cutner, J. ( HL Kaye), London. Harris, J. M. L. (T. S. Udall), Hanle 
| Раве, М. P. (T. D. Redhead), London. нат M Te О. Cr Ee Bue 
; Daintree, C. J. (E. L. sie orking. Harris ROT. (AL Palmer), Northampton, 
Deva BG. eli J. Hebble tawaite), ndon. Harrison M. (K. F. Paine), London. 
vis; D. C. Liverpool. Harvey, 5. J. (D. J. Gulliford), Newport, IW. 
| Davis К. (R. Е. Becket, Walsall Haslam, C. N. C. (А. C. Unthank), Fondon. 
Dee rie A Nicholson) D London. Hawkins, W. J. (W. H. Westhead), Stafford. 
‘Dean, С. R. (C. W. D. Over), W king, *Hayton, R. (H. G. Walton), Manchester 
| Dean, Misa N. P. (S. Shemmell), Wo verhampton. NCC 1 Н | 
| Heath, M. E. (R. E. Norman), London. 
‘Derry, Н. N. (І, Howard), Bristol. Herring, B. J D. Walker), London. 
eide Zouche, В. B. (К. C. de Zouche), Liverpool. Hesp АТОС Callon), St felons, 
'Dibben, F. (F. L. Woolley), Southampton. Hills, D. (B. A. Reyn UE , Ashford, Kent. 
iDicken N. D(C. ee Hinchliffe, D. N. oulden), Manchester. 
Dillon, G. J. (Е. Booth), Cheadle. Hinton, C. R. H. aR "Т. Heathcote), Birmingham. 
Реза R, (D. J. Brannan), London, Holloway, D. A. (È H. Wingfield), London. 
‘Dobson, I yg H. (J. Taylor), Newcastle upon Tyne. Holman, J. W. F. (R. $. Ford) London 
Dodgson, J. X Ss е Holt, К.Т.Н. R. Sewell), Birmingham. 
Poler Lees, E. C, (L. S. Баћа, London. Hom, J i g Pc ae 
nelly, А. P. се: Е. Blakey), ‘Newcastle upon Tyne. Howell, P. (t pls) Bournemouth. 
ouie, F, А. J. W. (С. U. Peat), Hutchinson, J. P. R. Hackett), Birmingham. 
ver, M P J. Chaytor), Liverpool. d 
E ir v Меза, London Ive, L, J. (C. A. m London. 
Drake, . M. Morris), London, : ach 
Jeffrey, D. F. (T. A. H. Baynes), Birmingham. 
Dugdale, К. S, (I. D. Coutts), Norwich, enkins, D. M. (N. J. Wigley), Birming! 
Eden, Е. A. G W. 'Tonks), Wolverhampton. enkins, G. A. . С. Tones), Llanelly. | 
Edwards, E. E S. Browne), Liverpool. essup, A. H ), fondon. 
*Edwards, N. J. (6. A. J. Morris), London. Johnsone. a ‘G. Harvey), Liverpool. 
Elliott, A. G. (E. F. W. Batts), London, та G. W. А. E. Thomas), Swansea. 
Ellis, C. A. G. (G. J. Mayor), Chelmsford. Jone P. D. J она ‘London. 
Emery, К. J. (Н. D. Hewines), Walsall. Jones R. B. ogera), Llandudno. 
Epstein, M. (J. L. Turner), London. janes R. N. rera Birmingham. 
Epstein, 1 x G. Clayton), London. Todes R. W. E 5 "Neylan), Canterbury. 
Escow, M D. Houseman), L London. 
Evans, M . 5. Foden), Car Kaye, W. (G. Sorene), London. 
Eyley, E . Gothard), Burton-on-Trent, Беан, E cr Finck bored London, 
Feave Gs M. (ŒH. Riley), Halifax. Д te. 
Telstead, D. W. (A. Cheetham), Manchester. Keni ђ ПА od gbotir com а 
Fenwick, J. G. re Robertson), London, Н Tarael) 2), onde 
Filmer, B. J. (L. M. G. Нашла), London. in. tn C. Larking), Canterbury. 
Fisher, C. (S. Trent), London. Кота, [5 A. (8. Dallow), Liverpool. 
Fisher, W. M. B. (W. E. Webber), London. Knox, P Н. Dutchman), London. 
Fitton, G. (6. D. ohnstone), Gloucester. SA У. Murphy), Manchester. 
Fitton, J. (M. G. Bain), Grimsby. A M. (M. E. Askwi th), London. 
Foster A С. + N. ane choca n RO Kyte, D. W. G. (C. W. Colwell), Lydney. 
e "E га i 
F MA Т. Ashworth), Doncaster. Lamb, D. R. (R. E. suum, Stevenage. 
i R. d. G. Frazer), London. Lambeth, W. L. L. Combridge), 1 London. 
Freeman, L. S. p Hull) Coventry. Latham, C; V. M. (P. B. Шу | ndon. 
Frere, L. P. D, Neild), London. Laysell, W. K. R. Gr K. 5, Clark), London. 
Furnell, D. J. (C. S. Stephens), London. Leaf, A. S. (К. Е. Prio t), Nottingham. 
Ledward, J. M. (E. G. Davies), Birmingham. 
Gadd, B. (M. 8. Frank), Boston. Lees, W. j (A. 7. York) Bournemouth. 
Galleway, W. Н. (M. W. Chapman), Whitby. Lewis, E. K. (F. R. Leeds)! London, 
Gard, G. C, H, (J. A. Heacock), Birmingham Реми R. V. (G. L Couch}, Ruialip. 
Gascoyne, E. R. (T. W. Pickard), London. Liddle, P. G. (W. Н. Hutchinson), Newcastle upon Tyne. 
Gilard, RM. (W-E. Beddington), Derby; Lindeck, J. M. (6. W. Wildy), London. 
Gilet, J, B. (S, W. Penwil), London, Lindsay, D. (A. C. Palmer), Bristol 
Girliog, A. H. B. Carey), London. Linley, M. A. (T. T. Finns), London. 
Gloor, G. A. e Ogden), Cheltenham. Littman, АЕ E. Park) à ctstone. 
Glover, K. D. K. Russam), Bradford. Lock, C J (F. cD Half), London. 
Goodwin, B. (F. Arnold), Londan. Love, M. J. (Miss V. M, Burton), Bedford. 
Gordon: E p Да fay Ed *Lowe, J. &. H. E. Wilkinson), Manchester. 
ordo: edges 
Gree Г (E, E. Rowland), Londen. а Lusty T P E ДР Blends Рафи n 
race, H. ње Lyons, J. A. (G. E. S. Twist), Birmingham. 
Gi UA. Ps 7. Vallance), London. i 
iani BC. R- R. id Beall Поа, Lyster, A. L. = Reeve), London. | 
Grant, P. А. (J. L. Wannan), London, на а l R. C. (С. М. W. West), Liverpool. 
Green, M. D. .B. Worley), London, Macfarlane, I. А. Punchard), London, 
Greene, M M. (M. H. Lei ton), London. *Mackenzie, J. D. H. (P. S. Lane), London. 
Griffin, J. em . Bennett), London, McMillan, M. D. (L. I. Grant), London. 
Gri rh J `H. P. (G. H. “асе, London. McNally, P. J. (N. C. Elliott), London. 
Grimes, Т. . E. (Е. К. Tillett ndon. McNeil, I. R. (А, J. Heald), Brighton. 
Grimley, A. R. (R. Grimley), Nottingham. McNeile, R. J. (А. E. Spicer), London. 
Guminski, j. A. (8. Arbeid), London, Mahaffey, M. I. (J. M. Glaister), Carlisle. 


* See also Certificates of Merit above. 
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Main, D. 1. (0. A. Clarke), London. : Roberts, Miss J. R. RU Е. Pilgrim), London. 
Mallett, M. Lewis), Liverpool. *Robson, D. A. Parker), Manchester. 
Marks, AG dé А. Chapman), London. Rodgers, . D. (W. R. oed ian London. | 
Marks, C М. (W. Н. Wright), London, Rosling, D. N. (Б. У, Garton), Huddersfield. 
Marks, G. (H. Barnett), Manchester. Rothman, A. P. F. (D. A. Ponsford), Winchester. 
Marland, D. R. (S. V. Lancaster), Birmingham. Rush, P. 7. (А. "ЕШ вод), Liverpool. 
Marlow, K R. (O. МА Smib) Demingin Sanderson, R. S. (M. Yates), Sheffield, 
Marh, N. C) (e H. Mucha гов ol. баена а (Е. ; А. Daniel), London. 
Marshall, T. R. (R. A. Palmer), Northampton. T. R. (A. W. Hesel ' Bradford. 
ST] I QN. Conky, Lond rgill, [ERE eselton), Bradfor 
Martin, : О. octe, R 2b; | Scarp ee W. (N. Rutter), Liverpool. 
AN E M Sheu’ G. W.D. G Gordon), Bournemouth. 
7 Shaw, . Gordon), Bournemout 
Menor, WA R MP ал) Kondon: Sheerea D G. (H. W. Bay. London. 
Mellalies, ]. d (A. T. Mather), Blackpool. Во Re En о Coop Tondon 
p de , " 
Mellor 8. W. C A. Deed), London. Sur A HM. M. RC W. Matin T dan: 
Mendes da uo R. (A. J. Heald), Brighton: Simons, J. R. (B. ts S 
мова А hi bred pe хеј Simpkin, B. L. (J. Hancock), Shefiid. 
Metcalfe, L. D. (R. A. Branson), Stockton-on-Tees. SDN ui ЕЦ B. Bristow), London. . 
don. Ы 
Mates, Кадиров Bo W. oe) Sunderland 
Millington, B. J. (E. R. Marsh), Blackheath, Staffe, Ru aig uM TO aa 
M lia, G: M А n. E 1r DoD), London, NE. J. (D. B. AU Newcastle upon Tyne. 
Moh ed' M. H (A. W. Bii h Southgate, R.J. (A. D. Wardie), London. 
onameg, oiner), Birmingham. Sowerby, J. А. (W. B H. Hutchinson), Hull. 
„Montriou, ar ( а en): E al Spittle, А. T. (А. J. P. Smith), London. 
Moree YR (S Siaitb Macher аер Spoor, R. E ҚА Crisp), neve upon ‘Tyne. 
Monti, P. N. (G Lo C. Touche), London. tacy, mee) London, 
M M.E ETE ), Lond Staddon, J. N. (A. C.'Shay), London. 
Mowiem, С. do (0, Rc Jt. Barnett), Andover. Stamper, C. L. (C. Romer-Leo), London. 
M " (А. Fish Londen. + , Steel, J. C. К. F. allingham), London. 
yers, G. J. (A. Fisher), Lon Stoddart, M. С. (S. Morris), Liverpool. 
Napier, К. C. (J. S. Е. Hill), Nottingham. Straw, J. 5. (J. S. Paine), London. 
Nash, D. H. . H. Green), Southampton. Stroud, L. Н. (Н. A. Ast bury , London. 
Nathan, R. Н. ©. Williams), London. Sullivan, A. №. PE 5. Daal ), Dartford. 
Naylor, D. (A. W. Wheeler), Tamworth ‘Swann, P. R. (Е Tiew), London, 
Newton, T. (Sir R. E. Yeabsley), London. ] Symonda, M. R. (M. E. Aakwith), London. 
*Norris, J. (T. C. Squance), Sunderland. Tabor, J. D. (J. C. Yeates), London, 
O'Bryen, C. M. (С. I. Bostock), London. Tate, С. Е. ЈЕ. Mulcaster), е upon Tyne. 
nore. Т. M. (А. С. Touche), London. Thompson, Н. W. E. (W. E. Thompron) anchester. 
Owen, D. (В. G. Finn-Kelcey), Ashford, Kent. Thompson, M, M. = A. ое), ewcastle upon Tyne. ` Р 
orn antor), London. | 
Det MU Ue Tibbelis, JT. W Glass), Liverpool | 
Palmer, E A ped. London. Tiltman, E. P. (A. L. Sowa) Wolverhampton. | 
Faner, Вов ae L. Jones). London, Titcomb, S. J. (К. F. Steven), London. - | 
Kardo, B: C. ic E. Corn у, Birmin, ham P 'Tod, T. I. F. (N. Rutter), Liverpool, 
Eardoe, D M (A E. M, Harbottle), Bristol | Хота, B. H. GI. F. Palmer), Nottingham. 
Рагіті Р. bf N. Dunn), Newcastle upon Tyne Trace, Н. С. (К. Н. Wri еу, Birkenhead. 
Patel, SS (C. McCormick), London, ` Turgoose, G. K. (L. V. Swansea, 
Pat LL . (B. W. Vincent), London. omens M. H. (6. 6. 6. бош, Ipswich 
ayne, J. G G. (A. Whitlow) London, Tyler, H. P. (F. Dixon), Leicester. 
Ponana " a Bi enone). Leeds . Vincent, А, (E. Н. Price), London. 
Pisara, ROE. CE. D. перова) London. *Wadley, E. J. (Е. W. Barnes), London. 
Pinches, M. J. (D. A. amas) London. Wailea-Fairbairn, A. С. (S. M. Duncan), London. 
*Piper А. G. (Е. W. Newman), Birmingham. Wakeham, J. (H. J. R. Roffe), ‘Godalming. 
ittom, T. (J. W. Walkden), Northampton Wakeling, A. a . Barnard), London. 
Platt, J. E. (С. G. Jackson), Skipton Wall, c. W, R. V. Cooper), London. 
Plummer, J. G. (W. Windebank), Sutton. , Walmsley, P. J. (R. H. Benbow), Northampton. 
Pocock, R. d . W. Wilkinson) "London. Ward, N^ T. (S. C. Mallet), Birmingham. 
Pollinger, G . (K. W. Latter), Bristol. Waring, J. P, (J, H. Waring), Bolton, 
Pols, D. F. (C. E. G. White), Southend-on-Sea. Waring, R. B. C. (W. L. Barrows), Birmingham 
Pope, G. R. (J. E. R. Vellacott), London Watson, D f Hickson), 
Pope; K. GF i Carter), London. Weaver, R. J. P. (A. Appleby), London, 
owell, D. J. G. W Alington), C Chelmsford Wells, J. L. (V. C. p XE мо), Не Hounslow. 
Powles, J. RE, Т; Boakes) London. clan, Miss P. J. (J. F. Ray), Oxford. 
ownall, D. S. (C. E. Hall), London. White, Miss P. B. (W. & Teder London. 
Pe A, S (S. Parkinson , Leicester. Whiteway, G. T. (W. G , Cardiff, 
Price, J. (S. B. Jackson) ham. Wickenden, K. D: (G. [ote ast Grinstead. 
i F. L. Webb) london: Wild, G. A. (G. Hey), Manchester. 


Priseman, G. A. (F. ` mu 
Pullen, V. F. (H. M. Crawford), Colcheater. Williams, C. i . McCarthy), Birmingham. 


Quale, J. (F. G. Nicholas), Hanley. Williams, J. "(GL "Townsend. ; London. 
Raine, C. S. g- L. EAD London. Wills, B. (W. B. Waite), Barrow-in-Furness. 
Raphael, N. e А. Nyfie d), London. Wilson, The Hon. G. çi H. M. Barton), London, 
Ravenscroft, P, F. (E. R. Norman), London. Wimbourne, A. K. (E. Patience), London. 
Redfearn, G. D. (E. F. G. Whinne iiney) London. toe Е. S L. G. Jones), London. 
Redfern, P. (J. F. CE Do Winn, D. W. (S. 9) London. 
t, The Hon. J (6. L. С. Touche), London. Woffenden, 5 J. (C. Maggs), Bristol. 

igg, B. г. S H. у Preston, Woolass, S. D. (L. W. S vana), Sheffield. 

Ro "rts, G. (R. А. Stevens), Wolverhampton. Wright, Р. J. (С. E. V. Salsbury, Bedford. 


* Бес also Certificates of Merit above. 
400 Candidates passed. — | : 474 Candidates failed. 
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INTERMEDIATE EXAMINATION 
| Held on May 24th, 25th and 26th, 1955 


i Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Robert Fletcher Prize and the Plender Prize for the Taxation and Cost Accounting paper 
Я Taylor, David Mills (J. S. Lake), London. 
i И Second Certificate of Merit 
Ransom, Robert Stephen (W. H. Mason), London. 
Third Certificate of Merit and the Tom Walton Prize 
Oddy, Frederick Michael (J. W. С. Mitchell), Bradford. 
i Fourth Certificate of Merit and the Plender Рғіже for the Book- ng and Accounts (Partnership) paper 
| Gerrard, George Alec (L. х оомат а 
Fifth Certificate of Merit and the Flight-Lieutenant Dudley Hewitt, D.F.C., Prize 
ounter, John Ernest (L. M. Biggs), Guildford. 
Sixth Moe of Merit and the Plender Prize for the Auditing paper 
Frost, Miss Barbara (D. H. Williams), Lewea. 
Seventh Certificate of Merit 
Leitch, Alexander Walker (J. Wilson), Middlesbrough. 
x Eighth Certificate ој Merit and the Plender Prize ger the General Commercial Knowledge paper 
Beevor, John Rowland (J. Clement), London. 
Ninth Certificate of Merit 
Cariss, Paul Roger (R. Т. Salt), Birmingham, 
Lawley, Barry Wiliam (E. B. no Birmingham. 
Eleventh Certificate of Meri 
І Sherwood, Kenneth Alan (5. Е. Nash) , London, 
Sulzbacher, Мах (N. C. R. Nash), London. 
Thirteenth Certificate of Merit 
Jowett, Peter Waring (J. M. S. tes), Newcastle upon Tyne. 
Fourteenth Certificate of Merit 
Jones, Malcolm Edward Garnsey'(A. №. Hargreaves), London. 
Reeve, Paul Brian (J. C. Benson), Newcastle upon Tyne. 
Sixteenth Certificate of Merit 
Bennett, William Joseph (C. pnr ol Deu Ed 
ones, end Trevor (F. H. aan) B 
; Keller, Henry (Н. С. Blank); s: 
i Schomberg, Raymond (H. T. Easdale), London. 
Twentieth Certy of Merit 
Burton, Alan John (B. A. Reynolds), Ashford, Kent. 
Twenty-first Certi ае of Merit 
Motteram, Robert William (G. F. Middle), Stourbridge. ~ 
i Twenty-second Ceri ate of Merit 
: Callard, Anthony (G. P. Waring), Liverpool. 
Williams, John Puryer (Е D. Brewis), London. 
Twenty-fourth Certificate of Merit and the Plender Prize for the Book-keeping and Accounts (Executorship) paper 
ei Oliver John (E. пса London. 
wenty-fifth Certi, аан 
i Parker”. Collin David (G. W. ood), ane 
Twenty-sixth Certificate of Meri 
Goodman, John Valentine (T. W. Selbey) 1 London, 
| Lockhart, John (C. M. Duncan), London. 
Twenty-eighth Certificate of Merit, the Frederick Whinney Prize and the Plender Prize for the Book-keeping and Accounts (Limited 


Companies) feu 
Coombe, John Robert (H. H. Mason), London, 
Twenty-eighth Certificate of Merit 
Carmichael, Malcolm James (C. L. Wykes), Leicester. 
Thirtieth Cerificate of Merit 
| Lebor, Stanley nley Harvey (E j pue London. 

] | Robson, Alan аи 
Skeat, Michael ene a pnt: London. 
Sra, Bev John Herbert bom Cam bell), Bristol, 
mi everley ullagar), Liverpoo. А 

Wood, Т erence Colin (А. R. lags) Dudley. 








Full List of Names of Successful Candidates 


(in alphabetical order) 
Abbott, P. G. Ns Collings), London. Andrews, B. S. (B. J. Flint), Wolverhampton. 
Abdullah, M. R. B. (R. . Leach), London. Appleby, A. R. (W. C. Craig), York. 
Abel, A. R. (C. T. Boakes), London. Apter, G. P. (А. R. Stacy), London. 

rahams, A. E G. Heslop), London. Arkley, D. W. (H. C. Kelley), Birmingham. 
Adams, ies S. Green), Stoke-on-Trent. Armitage, J. M. (T. H. пи I Manchester, 

te, R C. H. Tyson), Brighton. Ат р. G. ЈЕ London. 
Ahern, E. С. (J. D. George), London. Axtley, J. рађа ов Теса. 
Airey, N. (J. Reynolds), Hull. Ashton, н a . T. Corbett), London. 
Albury, А. J. (К. С. aske), Bondon. Ashton, P, W. Holden), В Blackburn. 
Alderton, D. А, (В. C. С. 'T'ibbles), London. Austin, А. (К. F. J. Slade), Birmingham. 


Alibut, LS. (S. P e d Kidderminster. 5 R. Н, (J. N. Haworth), ch ; 
cock, 8), Birmingham. су, WO: Manchester. 
ш А. R. (D. V. House), London. | Baguley, C. H. a В. Dixon), Birmingham. 
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Bailey, Е. L. (Н. Daniels), Bolton, 
Bailey, С. (J. А. Len orkeop 

Baker, D. I. (Re F. Payne), London. 
Baldwin, D. E. Goddard), Brighton. 


Bale, R. M. (J. V. Hansford), Manchester. 
Ball, C. D. Tu Nottingham. 
Ballantyne, .L T'urnet), Liverpool. 
Banister, I. A. (N. D. Ednie), Bedford. 

€), Manchester. 
Barber, R. LJ. uld), Sheffield, 
Barnes, Н. E. M. (К. P. E: Nen), Tondon. 


Barrell, D. W. A. is), Portsmouth. Cooper, 6. С. s Firkins), Birmingham: 

Barrick, A. (R. O. Мина Manchester. oper, P. А. (С. E. S. Twist), Bi 

Barritt, A. D. (б. gnay), Newcastle upon Tyne Copeland, M. A. (J. C. Sheldrake), Che ad: 

Beamer, G. B. (F. Magos iverpool. Corbett, P. С. (J. W. Margetta nd on. 

Beard, P. . C. Muggleton), Birmingham. Coulter, D. J. (L. R. Turner), Liverpool. 

Beasley, A. W. (E. J. Garner), Nuneaton. Coward, J. M. (C. R. Osborn}, London. 

*Beevor, J. К. J. W. Clement), London. Cowlishaw, A. e McCombie), Hitchin. 

*Bennett, W. J. (С. Brassington), Wolverhampton. Crane, M. T. 5 W. H. Turketine), London. 

Bennetts, D. Н. (Н. Martyn), Truro. Croucher, D E M. Kellett), Newcastle upon Tyne. 

Bennington, D ти cr а arris), London. Crowther, R. P. . G. J. Sales), London. * 

Bentley, J. . T. Tanser), Leicester, Cue d J. D. a . Burrough), London. 

рое L5. EN, cobe London- Curley, Н . B. E. Dewdney), Bristol. Е 
erri . а eatiey), С 

Berry, А. (A. С. Тооке), London. Dakin, R. В. (К. D. Owen), Bath. er 

Bewers, J. S. L. (F. C. Rossiter), London. Das A. C. E Ae E. R. ormoy), ondon. 

Billingham, J. (A: S. Bragg), Bi puton; GPL CN Ri ) V oiver narapton, 

Binder, A. . Codling), Beaconsfteld, anby, J. C. (E. P. Broome), Nottingham. 

Bird, б. Н. (Н. О. Rule), Truro. _ Den E Rew) Нонна. 

Bird, Н. A. (W. D. Richey), Birmingham. ее тоовас aud 

Birnbaum, К. (D. J. Hill), London. vidson, G. . Dixon), Sunderland. 


Bishop, R. W. (V. H. Frank), London. 
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. (W. R. Т. Whatmore), London. 
А. 


Childs, Р. С. Е. (Е. Savage), Bristol. 
Chittock, M. J. (A. E. С. Hartnell), London. 
Clark, D. 9; W. Parker), Репгі 

Clark, G. W. T. (C. B. Sebire), London. 
Clarke, G. W. (А. Е. В. Foxwell), Kettering. 
Cohen, D. М, (С. H. Kaye), London. 
Cohen, J. В. (R. Н. Collet), London. 

Collis, E. T. (С. С. Bissell), Birmingham. 
Cook, J. J. ( . Sladen), London. 


. Mason), London. 


Davies, C. (G. S. Limb), Mansfield. 


Biswas, N. G. (S. Sherwood), Croydon. Davies, H. 5, (C. E. Hall), London. 

Blake, J. P. а Sansom), im A - Davis, Б. А. W. (J. P. Cordery), Malvern. 
Bloom, D. S. (G. C. Toulmin) прев. Davis, J. B. (S. D. Jacob), Birmingham. 

Bloor, J. D. (E. Ainsworth), Manchester, Davis, . (J. Spence), London. 

Boddington, i (A. E. Armitage), Manchester. Dawkes, T .(R. O. N. ard), Birmingham. 
Borg, N. HM . Hawthorne), London. Day, D. С. (Н. J. Robinson), London. 

Borrett, J. E T D. Liggatt), London. Day, L. 8. (H. Н. Kilvington), West Hartlepool. 
Boty, Ј. W. (A. A. А. Boty), Croydon. Debenham, N. J. (R. Сише), Chelmsford. 
Bowder, D. (H. F. Hodson), Bradford. Dickens R W. (J. B. S. Marsh), Lou и а 
Bradley, J S. R. W. Gorman), London. Dixon, Tue V. Flather), Bredton 

Brandt, К. (C. I. Bostock), London. Donne x Js (В. W. Т. Cooper), Bolton. 

Brazel, G. А. (J. О. Elphick), London. owns, P. 5. (Е, C. Topping), Huddersfield. 


Brewis, G. (H. Murray), Newcastle upon Tyne. 


Briggs, W. A. xn MES) Manchester. 
Brig t, M. J. (A. W. Brooking), Bournemouth. 
Brimmer, Ки Stephens), London. 
Britton, D RL . A, Wheatcroft), Sheffield. 
Broad, M. F. S 0. W. Perman), London. 
Broadbent, Н. А. (R, D. Edge), Manchester. 
Bromley, R. K. (P. W. Mertens), London. 
Brooker, T. P. (W. E. Bason), Hitchin 
Brooks, F. A. Millicha ), Manchester. 
Brown, A. ев W. Clark), Reading. 
_ Brown, E. W. . S. Muir), London, 
Brown, . E. Abie ЕЯ Taranton), London, 
rown, W. R. eay), Liverpoo 
Bruce, D. M. (2 ЈЕ" W. Hodgso dgson), Plymouth. 
Buck, J. A. C0: H .5. Lewis), London 
Bucks, D. (J. Матрена), London. 
i, S. №. A. (F. Goldstein), London 
Buller, К. St J. (E. К. Siddle), Taunton. 
*Burton, A. J. (B. A. Reynolds), Ashford, Kent. 


Burton, B. F. C. (F. Merchant), Notüngh am, 
Butters, А. M. g: S. Braime), 
E. (J. Č. Le 


Dunn, B. S. (T. 


Dowsett, P. (R. J. Holbrook), London. 
Dugard, J. R. (E. P. Broome), Nottingham. 


В. T. Bucknill), London. 


Edmeades, Т. (T. H. M. Baird), London. 
Edwards, В B. (А. В. Plevey), 5 Wolverhampton. 
Edwards, B (W.R ), Canterbury. 
Edwards, R. A. (R. С, Cotter), Birkenhead. 
Edwards, 5. C. (D. J. Dunn), Warrington 
Elliott, P. W. (S. Kitchen), Birmingham 
Ellis, D. 8. D. Fraser), London. 
Ellis, N, L. (J. N. Thurgood), London. 
Ellson, P. W. (P. J. Waghorn), London. 
Elwin, Ј. A. (R. A. n ), Manchester. 

P. reenwood), Reading. 


Evans, А, Н. (C. E. Edge 


London. SA Wee Duae Cus 
Cardiff. 


d M. К, №. (D. Н. Stokes), Birmingham. 


Е. T. (C. Rutter), Manchester. 


e Wade), Stafford, 


Butts, J. es), Birmingham, EL d. ‘Alle l4 
n icester. 

Cadoux-Hudson, E L. (P. H. Champness), London. Fewken! P R. (В.А. am h), Leicester. 

ев, ), 
„Сеше D. T, (D. T l; Veale), Leeds, Field, D. B. M. (S. W. Ebret), Birmingham 
Callard, A. (G. P aring), Liverpool. Figov, K. J. (A. А. Nyfeld), London 
Campbell, & .(B. M Pollott), London. ine, J. J. (H. Lubbock), London. 
eCarise, ToO T Salt), Birmingham, Fitz-Gerald, D. Е. (К. ; Henderson), London. 
Carmichael, M, J. (C. L, Wykes), Leicester, Fletcher, D. F. (F, R. Paine), London. 
Came, B. (D. Clayton), London. Foden, GH. U, C. Ho }, London. 

Ae S. pn Sheffield. Forrest, Miss W. P. (W. C. Brodie), London. 
CU (G. Selby) , London. Fortune, P. J. (P. А. C. Vincent), London. 
Chadwick, А. (S. S. Bryan), Stoke-on-Trent. Foster, M. D. E. (8, Dunn), Leiceater. 
Chandler, Е. 5. a." . Austin), Biggleswade. Fowle, C. J. (Н. Mr G. Isitt), London. 
Channon, G. A. (C. С. ESE eter, Fraser, I. G. (B. G. Rose), Birmingham. 
Chapman, N. A. I. (J. F. Shearer), London. Freeman, M. G. (L. Freeman), Leicester. 
ate oe “Hest Mia i Wit Teves 
, 

Chatrath, 5. 5. (B. Susman), London. Fyfe, T. R. (A. J. Gray), Sundegland. 


Chatwani, V. P. (S. P. Quick), London. 
Cherry, K. (N. L. R. Trounce), Manchester. 


Geffin, А. F. (A. I Miller), London. 
Geller, A. M. (L. M. Kershaw), London: 


* See aleo Certificates of Merit above. 
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(G. У. Wilks), London. 
D. R. Vincent), Liskeard. 
. Nicholas), Liverpool. 
B. (A. F. J. Kearns), Manchester. 
; (D: А. Hickman), Wolverhampton. 
F. , Whitehaven. 
Waterhouse), London. 
. Brown), London. к 


м. . Mitchener), Southampton. 
d ), Birmingham. 


(T. К. Gregory), В 
im Selbey), а 


raham), Fondon. 


S. (P. R. Rutherford , London. 
„С. (A. P. Tu ied Loughborough. 
. J. (E. T. Peckham), London. 
CT. Е. Hoan Birmingham. 
loyd), Dudley. 


Hamad, A. N, (W. L. Brown), Birmi 
Hampshire, G. S. (D. Vero), ке AE 
, Winchester. 


Hart, Í M. TEN а London. 
is on) Baen Bridge. 
oie, London. 
E. Cox), Birmingham. 
"Curtis), Exeter. 


E а 
E W. Bee), Nottingham, 
Heppell, F. A. L. L. Glendinning), Newcastle upon Tyne, 
M. C. (J. M. Harrison), Liverpool. 
Hewett, P. M. (8. N. Elgar), London. 
A. H. (H..D. Bessemer), London. 
. E. Thompson), ЛЕА 


. Haslam), Nottingham. 

. Pickles), Manchester. 

. Т. Comber), London. 

. D. Bromhead), а 
Holyland, D. (T. L. Smith), Market Harborough. 
Hppe, G. M. (L. W. femen Bolton. 

pwood, . (C. 


m 

"E 

5 

c 

Uu 
onnaa 


G. J. Stobbs), Wellington, Shropshire. 
Hbrne, D. O. (б. Leather), Liverpool, 
Horner, D. $. (J. L. Maw 1004), ndon. 
Horton, J. R . O. H. Coulson), London 
Номе Dt H. (R. L. Latimer), London. 


well G. (R. J. К. White), Abergavenny. 
ett, D. W. C. (M. J. Goldburgh), London. 
paat Fur e у ега London. 
Hughes, А. У. "Eastwood], Manchester. 
R. W. (К. Burman), Birmingham. 


Inglis, J. L. D. (W. R. T. Whatmore), London. 


James, A. R. (Е. H. Price), London. 

es, В. (C. A. Smith), London. 

eries, P. Du . E. d Fitzhugh), London. 
е 


P. L. (Е. R A Eee 
ohnston E C. (F. C Harg, Birmingham. 
K. G. (L. C. Mayer- Магон) London. 
(E. L. Davies), London. 


S Smith), London. 
„S. Coates), Newcastle upon Tyne. 
Leeds. 
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Kassim R. qA. D. Young), New Maiden. 
*Keller, R. H. G. Blank), London. 

: . E. Hatch), London. 
Kendall, T. J. 0. L. Evans), London. 
R | CA Buaqo, London: 
ent, J. , London. 
Kerri Me. Whalle , Leeds. 
Koy, C .]. i ME Band) Ката 

Barrett), 

Kinsmen R 6. (L. M. Turnbull), 


Labrey, J. G. (J. A. nn Hyde 
Lacon, P. J. (R. A. Stevens lverhampton. 
Lambrick, L. J. О. (E. С. S. Jackson), Bristol. 
Lancaster, М. J. (D. C. Под) London, 
Lanchbury, K. (N. B. Wallis), Nottingham. 
Large, D. J. (D. H. Barnes), Norwich. 
Lavin, 1,8 В. (5. Т. Meadow), Wigan. 
Lawler, М. Е. (D. k Jones), Manchester. 
*Lawley, B. W. (E. B. Westwood), Birmingham. 
Lawrie, R. I. B. (D. E. Ryland), London. 
Laycock, К. T. (Sir T. B. Robson), London. 
Lean, R. M. (C. E. Balmforth), 
*Lebor, 8. H. (E. J. Driscoll), 


Manchester. 
ndon. 


Liverpool. 
ndon. 


Ledwith, B. (J. N. Thurgood), London. 

Leedham, P. (S. V. Mann), London. 

Lees, J. . J. Lucking), Long Eaton. 
*Leitch, А. . (f. MEN Middlesbrough. 

Leitch, P. W. (1. L. Merchant), Ealing. 

Léon, W. R. E. H. (E. S. D. Bavin), London. 

Leveritt, I. К. (P. E. Littlemore), Manchester. 

Levy, E. (J. J. Lopian), Manchester. 

Lewis, A. Солк London. 


E. on. ades Bristol. 
Lindop, C. C. (C. I. Vernon), Crewe. 
i G. (H. W. C. Airey), London. 
9, А. (W. R. Middleton), London. 
| London. 


Livingstone im . (С. Е. Anse! , London. 
Llewellin, M. c F. Dauncey), London. 


Lowe, I B. D. (L. Nicholas), Liverpool. 


Lowe, J. G. (A. J. Pickard), London. 
Lucas, I . (А. у, London. 
Lynch, F. B. (0. B. T. Bennett), Oxford. 


B. 
McBride, D. (H.. "Titterton Stockport. 
. Е. | olt), Manchester. 
McColl, I. R. (W. ^A. d), London. 
.F.(L.F. . McCulloch) 

McFadden, С. G. A. J. (С. L. Woolveridge), London. 
McGahan, Miss P. (M. G. D. Johnson), Sunderland. 

. W. Sydenham), London. 
. Heaford), London. 
Mady, J. V. Gf L. Stevenson), London. 
Malyon, R. C. З.А. Letts), London. 
Мата, N. 2. 


Marta M. L. (S. 
Marsha i5 F. (J. S. Haywood); Sheffield. у 
DE Holt), 

C. Romer-Lee), London. 

. Diamond), London. 
А HX Winograd), London. 
Mascarenhas C. (W. P. Grimwood), London. 
May, C. G. р. (С. А. Harrap), Eastbourne. 


= 
a 
E 
8 
Б: 
од 


Grimsby. 


Maynard, С. H. (8. S. ga ft), London. 
Mehman, D. M. (C. G ryke), London. 
Melbourne, M. (V. L. ин London. 


Messias, D. (S. 
Middleton- Trimm, G. C. (C. 
Miles, L. C. (а G. Mathias), 


. Gluck), London. 

Н. О. R. H.-R. Kohler), London. 
Tavistock. 

Miles, М. J. Н. Cruicks' ), Andover. 
Millicham Н. (8. Gronow), Wolverhampton. 
Mitchell, b. F. (R. Н. Ford), Maidstone. 


Mitchell, D . O. (J. H. Whittley), London. 


| * бес also Certificates of Merit above. 
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Modi, J. В. (L. J. W. Gould), London. Roberts, G. J. (У. H. Lawson), London. 
Moir, A. К. (R. W. CHE Leeds. Robertson, Т. (E. D. Sanders), Liverpool 
Monk, C. A. Н. (S. С. Halpern), London. Robinson, B. (J. W. Harken), urham. 
Moore qo Ws Chaloner), Stockport. *Robson, А. L. (Е. В. Evans), London. 
Morris, T. D. (P. F. day), London. ' Robson, С. iE . Н. Greenacre), London. 
Moss, D. G. W. (G. Smith), Derby. Rodgers, J F. D. Yerbury), London. 
*Motteram, R. W. (G, F. iddle), Stourbridge. Rooley, D. C. L. Bm Bradford. 
*Mounter, J. E. (L. M. Biggs), Guildford. , Rass, Р. tis G. Saunders), London. 
Mukherji, P. K. Striker), London. Rosswick, AR G. Buckingham), London. 
Murphy, B. (K. Millichap), Manchester. Roth, B. J. (E Fenton), London. 
Murphy, D D. (J. Frith), Manchester. Ruddock, G. (А. D. Macve), London. 
Spoor), Newcastle upon Tyne. Rugg, R (Ф. Ewen), London. 
Rumney, W. L. (W Jomfret), Preston. 
Nadal, A. T. (H. W. May), Chelmsford. 
Naylor, К. (A. E. 'Thebri е), Birmingham. Sainsbury, З. D. D. (8. С. Hillyer), London. 
Neely, 6. D. (T. F. T. Nang uc London. Sapsworth, M. L. (H. C. Cussons), Liverpool. 
Nelson, D. E. (J. W. Stirrup), Preston. Saunders, R. D. S J. Clayton), Bournemouth. 
Nelson, Е. Т. (D. A. Jacobs), London. Savill, R. S. (Е. С. Е. Drake), Bridgwater, 
Netley, В. М. (У. С. Manolescue), London. Scholefield, R. A. (J. Twist), Manchester. 
Neville, D. J. (N. M. Askwith), London. *Schomberg, R. (H. Т. е), London, 
Newman, D. C. (W. A. White), London. Scott, M. (]. С. Sherrott), Brighton. • 
Newson, С. 5. (А. Clark), Derby. Scott, R. I. M. (С. N. Hunter), Leeds. 
Nicholson, M - . Walton), Leeds. Scruby, В.Т. К. (A. W. Dalling), Brighton. " 
Nyman, I. (E. N. acobs), London, Sare, J. Sa Sa yy Bins er 
ton, Р eircy), Birmingham 
*Oddy, F. M. (J. W. G. Mitchell), Bradford. Secker, C. P. (A. G. e eati), Huddersfield. 
Backer, W. А, (У. Т. Belly London, gees OB Hola Manchester 
Park, C. A. (A. R. M Shannon, M. J. (A. W. Mills), London 
* Parker, C. D. (G. W. Wasa) Battle. Sharron, W. (A. Beckman), London. 
Parkin, К. (T. Bourne), Burton-on-Trent, Shaw, Е. M. (Н. Chapman), Rotherham. 
Parris, J. A Manning), London: *Sherwood, K. A. (5. F. Nash), London; 
Parsona, B .( Ex A ), Tondon Sherwood, P. С. (Е. T. Thurlow), Guildford. 
Pavne A. aJ: E. ichmond), | n. Shipman, R. M. (R. F. Holloway), Nottingham. 
пупе, а у Нон), oL a Sidbury, D. J. (Е. T, Granger), London. 
Paynter, P. J. ( en naon. Silvester, P. (F. W. L. Phillips), Chatham. 
Peacock, D. H. A. В ay ewcastle upon Tyne. Simpson, D. (L. C. Coe), London 
Pearson, RA (ACE Shaw), aD *Skeat, M. J. (J, C. Hardy), London. 
pee OO Uebel Poe Skinner, P. J. (L. V. Slater), Cambridge. 
eppe E nthank), London. *Slater, D. J. Н. (Н. К. Campbell), Bristol. 
Perrin, J. H. (Е. N. Cottrell), Eastbourne. Slavin, A. (P. Messik), London. 
Perrins, J. N. (W. E. S. Hooper), Southport. Slonims, A. M. (J. H. Davies), London. 
uu T (R. H. Stevan), London, Smith, À. D. (R. V. Garton), Huddersfield. 
Phillipa; ML Marnin), Cardif ИЦ *Smith, B. B. (G. N. Fullagar), Liverpool. 
hippt; G. MS (W: Re Do erty) d inning. Smith, B. E. (E. C. Tydeman), Croydon. 
Pickup, A. W. (L. son), Warrington Smith, С. Н. (Е. W. Etchells), Huddersfeld. 
Pinto, G. R. (J. Perfect), London. Smith, H. S. (S. Smith), Manchester. 
Piorrette, J. A. H. Mackenzie), Liverpool. Smith, K. C. (H. P. Jones), Liverpool. 
Pocock, D. B. (E. W. B. Cotterell), Birmingham. Smith, P. J. (L. Е. McCulloch), Grimsby. 
Powell, J. F. (W. Hepburn), Lon on. Smith, W. (H. J. Ramble), Nottingham. 
Powell, N. F. (D. A. Whyman), Manchester. Smith- Wright m у ), London. 
CUTE С revo ot Sood, V. D. (Í. B. Goldstein), London. 
А. (C. B aie 0 Wolverhampton. Sorley, Р. 6. (6 R. Culling), London. 
ed. D, Wi South, P. J. (S. N. Elgar), London, 
Priest, M. 8. (Н. а тај ondon. Stanley, B. R. (L. R. Treen), London. 
Proffit, P. Т. (A. А. Johnstone), Ellesmere Port. Stark, W. J. (C I Barlow Liverpool. 
Pulley, B. Е. (E. J. Меше), Birmingham. Stephens, M. (А; Ball fanchestor: 
urce, J.J. KON Nelson), Wolverhampton. Stephenson D. H. (P М Sudell), London. 
Pursglove, D. W. (А. М. Bentley), Bradford. Stewart, C. J. (F. B. Proctor), London. 

i . (S. 1 Stimpson, J. M. (A. E. Limehouse), Rugby. 
Qaiser, Е. (5. А. Fabes), London Su -n A (а F E. Asquith), Leeds. 
Radford, R. (R. С. Carter), London. a bacher, . C. R. Nash), London. 
Raftery, 'P. J. (G. E. 8. Twist), Birmingham. Suthers, G. G. Whitehead), Manchester. 
Randles, D. (N. W. Hicks), Wrexham. Sykes, J. M Miller), ester. 
Ransom, R. Tr H. Mason), London. 

Rawcliffe, К. (A. T. Fullerton), Leeds. Talbot, P. T І, Latimer), London. 
Rawlings, R. (у. С. L. Cotterell), Birmingham. Taylor, В. О. Evans), Blaci Blackpool. 

Rayton, M. A. (M. F. Hunter), Belper. *'Taylor, D MG. § е), London, 

Rebeiro, W, A. (R. A. Douglas), Manchester. у Taylor, G. B. (G. P. Marsden), Halifax. 
*Reeve, P. H. (J. C. Benson E саз upon Tyne. Taylor, С. W. (Т. S. Та prion. Gravesend. 
Reid, N. W. (D. B. Newman), Twickenham. Taylor, R. B. R L. Cro , Huddersfield. 
Reilly, S. Н. (W. L. McAndrew), Newcastle upon Tyne. Theobald, D (k. F. Po ol, Notting 

Rendle, R. (E. H. Flew), London. 'Thillairajah. Sg V, C. Ridley), London. 
Renton, R. J. D. A Luxton), Bradford. "Гћоду, R$ (С. Т. E. Chamberlain), Leicester. 
Rice, M. E. (W. W. Tickler), London. Thomas, С. А. (W. R. Tomkinson), London. 
Richardson, B. ray Cummings), Romford, Thomas, С. D. (W. Н. Parton), London. 

Ri n, E. J J Hoby), Rochester. Thomas, K. M. (A. G. Thomas), Sheffield. 
Richardson, J. W. G. (L Japen, anchester, Thomas, M. A. (F. i k), Liverpool. 
Richmond, D. G. (G. e "Li Thomas, 5. B. (H. Stredder), Birmingham. 
Ri L. (P. F sher), ron Thompson, A. ran iverpool. 
Ridge, Miss M. M. (E. D. Miller), London. Thompson, B. J. AD las), Manchester. 
Rimmer, M. T. E ЈЕ. Griffiths), Colwyn Bay. Thompson, С. (T. R. Hodd oddel), uneaton. 
Rippington, E. F. g Myers), London. EP at R. P. Ў; P.L Chappell), Bournemouth. 
Rix, G. P. (R. H. старан London. Thorn, D. G. (P. H. Lowick), Bristol. 
Roberts, А. . E. Roberts), Stockport. Thurstans, К. (G.R ин Birmingham. 
Roberts, D. (Е, В. 8. Crowhurst), London. Tombs, В. J. (D. Н. Е ), London. 


* See also Certificates of Merit above. 
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Turner, M. e V. (P. G. Corbett), London. i Whitworth, А. E. (T. G. Wood), Manchester. 

Turner, P. G. A. Ñ. R. Riddell), Shrewsbury. Whyatt, L. В. (J. F. Kinnersley), Bristol. 

ul Mimart b. Е, ae 8 А Сора) rers 
ridge, M. W. Aer J. Comins), London. ic singhe, L. 3. I. . " ndon. 

U M. . Wijayasuriya, P. M. У. (Н. Norman), London 
sick, M. A. (A. R. O grins), London. Wilden, BM. ds m ), Lon aon 

ett, С, С. (B. С. Rose), ага. 

Vina, H:O: oye n Williams, B. Т. (E. С. W. Owen), Cardiff. 
h n) ndon. Williams, Н. Т. (Н. Peat), London. 

уе . C. (T. D W. Evans), Stockton-on-Tees. Williams, J. P. .D. Brewis), London. 

Vickers, F, (E, Arb Arbeid), London. Williams, К. R. (L. К. Taylor), Manchester. 

ME ар. Bevin), London, Williams, T. M. (R. A. Branson), Stockton-on-Tees, 

Volina, TW. D(A. Jolly), Kove MS Williams, T. R. Г „W. Bird), ока 
yvyen, A. B. (T. A. упа), irmingham. Williamson, M. J. nd), Southport. 

M Willmot, J. (P. L. diver) Lond 

Waddington, C. D. (I. Н. harpe), Iki Winch, M. C.C dall), London. 

Wade, D. H. (R. L. M. Wont) секте Winder, J. А. (J. S. Hanson), ury. 

Walker, E F. (C. A. Duncan), Leicester. Windsor, J. M. (T. Thornton), Burnl 

Walter, G. J. (В. 5. Wilkinson), Stoke-on-Trent Winters, J. D. (R. H. Cobham), Birmingham 

Wanigssekera, S S. У. ( аи а Liverpool. Winterton, W. (J. J. Longland), Portsmouth. 

* Ware, J. D. (D. L. Be enso: ante Wiseman, J. M. E J. Stone), London. 

Watering, DOE T. C. Reid), Tandon Wood, J. H. (N. W. Bell), Darlington. 

Watkins, T. J. ЈЕ. ioe Ross-on-Wye. Wood, P. L. (У. B. Lindley), Leeds. 

Waxman, А. (C. Cantor), London. *Wood, Т. C. (A. R. Round), Dudley. 

Webb, Miss AIR J. pal) Bognor Regis. Woodhead, AJ. К. с. Beard), Sheffield 

Webb, М. С. TH inings), Marlborough. Woodiwiss, D. N. (A. I. Todman), London. 

Webb, T. G. D. Webby anchester. Woolf, P. j . (K. F. Paine), London. 

Webber, R. A. (J. С. Hickmore), London. Wratten, D. A. (C. Н. Smith), London. 

Webster, A. J. 5 A. Hunter), t Helens. Wright, J. L. (J. R. Kinnis) Grimaby. 

Wedgwood, C. um V. Eastwood), Manchester. Wrigley, J. G. (W. Forshaw, ), Manchester. 

Weeramanthri, Kg М. А. Citroen), I London. А 

Weller, J. D. Ls у аса end W, Yearsl 5 B, (N. D. Gough), Mancheater. 

Wells, P» E J. Newman), London. Yorke, J. D: D. Peel), Eland. 

Wi . Westall), Morecambe, Youd. E P Webb), London. 

When, 1 D R S. Tiekie) London. Youd, M. . (R. itcheil), Preston. 

Wheelwright, d S. Tickle), Birmingham. Young, J ` (A. E. Мо olk), Kingston upon Hull. 

Wheway, е 5 Haygarth), Leeds. 

Whippey, J-A L. Smith), eet: з Ziegler, Н. M. (C. E. Pryke), London. 

у * See also Certificates of Merit above. 
: 596 Candidates passed. 643 Candidates failed. 
1 
PRELIMINARY EXAMINATION 
| -Held on May 17th, 18th, roth and 20th, 1955 
| Order of Merit with Prizes Awarded 
| First in Order of Merit and the Institute Prize 
| Willings, Malcolm Robert Thomson, Greenford. 
i Full List of Names of Successful Candidates 
| (in alphabetical order) 

Adamson, E. K., Farnworth. Iredale, J. D., Huddersfield. Блу Бра wee Southend on Sed; 
jateman, J. H. S., Birmingham. ` Johnson, I. 8., Lymington. Shite M. А London. Сто. 
jayne, M. D., London. CN uM. Е, sr Yc Wickham. Smith, У. ps Birmin gham. 

Cockayne, R. E., Leicester. elena, Гав Lancs, aaow, G G, Ste Hubo 

Coulson, J. P., Hyde. on Sykes, P. C., Bramley 

Cox, T., Манес, Longmire, R$ 

: Thomson, D., New Malden. 

Davis, S. H., London. Ison. 

Deacon, B- M NOM. F ems Hill. Timms & Е, [oec 

Doyle, P. A., Wal Nicholson, Е. E. E., Cheltenham. Twigg, M. D., Sheffichl. 

Franks, L. G. N., Basingstoke. Б В. J. een ddlesbrough. Webster, G. L., Manchester., 

Gorton, F., Blackburn. White, D. 8., Blackpool. 

Grilli, Р. J. P., Dover. Reeder, J. Bo pondon. Wiglesworth, "T. G., Nuneaton. 

Richards, W. 5. C., Sutton Coldfield. "Willi M.R. ME ‘Greenford. 

Hanson, Е. S., Wakefield. Rogers, P. D., Manchester. Winter, P. W., 

44 Candidates passed. 110 Candidates failed. 


Summary of Results 


Final Intermediate Preliminary Total 
Candidates Successful .. "T 400 596 44 1,040 
Candidates Faded .. МЕ = 474 643 110 1,227 


| * See also Order of Merit above. 
| 
| 
| 


Candidates Sat — .. НЕ EN 874. 1,239 154 2,267 
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Results of Examinations held in May 1955 
FINAL EXAMINATION Parts I and II 
Honours Candidates (4) | 


First Certificate о Мет and First Prize 
Harding, David.Henry (with Arthur E. Green & Co), 
London. . 
Second Certificate of Merit and Second Prize 
Potter, William HL 9 R. Bryn Owen), 


d Certificate of M. erit 
Northage, Derek k Henry (with Kingston, Smith & Co), 
ndon. 
Fourth Certificate of Merit 
Garner, Aubrey Edward (with Keens, Shay, Keens & Co), 
letchley. 


Accrington : 
Birtwistle, J. (with P. F. Pierce & Co). 


Ashby-de-la-Zouch — 
Eri P. (with Johnson, Murkett & Hurst). 


ord 
n, J. A. (with Keens, Shay, Keens & Co). 
Snape, К. (with Keens, Shay, Keens & Co). 


E 
romie, J. А. (with Rawlinson, Allen & White). 
Birkenhead 

Forster, D. А, (with KH. Wrigley & Co). 


Br ham 
jii o R. a p: with C. Herbert Smith & Russell). 
Mitchell, W. itebill Marsh Jackson & Co). 
Webb, J. M. wih P. H. Stone & Co). 
Willson, S. W. (with Hackett & Oliver). 
Blackburn 
Blackshaw, К. Е. (with Wm. Heppard & Sone). - 
Smith, C. T. (with Nathaniel Duxbury, Son & Co). 
Blac. Y 
Maltman, Р. McI. (with Bowman, Grimshaw & Co). 
Melia, J. ‘(with William Harling). 


Stevens, R. (with James Barlow & Son), 


Boston 
Saunders, N. S. (with Stephenson, Smart & Со). 


Bombay 

Gherda, .K. M.; B.COM. (formerly: with D. H. Kabraji & Co). 
Bournemouth 

Eales, C. O. S. (formerly with Malpas, Simmons & Со). 

Stephenson, R. » (with Malpas, Simmons & Co). 
Bradford 

Cosgrove, H. A. (with Firth, Parish & Clarke). 

Ginz, E, D. (with Auker, Horsfield & Longbottom). 

Hall, P. S. (formerly with Richards, Russam & Co). 

Harker, а. with Smith & Haywood). 

Kilburn, J. d i Rhodes; Stringer & Со). 

(with ан Ingham & Rhodes). 

Taylor, р М. Glass & Moss). 

int, А. W. (with Rhodes, Stringer & Co). 


Bridgend 

Dern J. M. (with Tudor Davies, Down & Co). . 
Bristo 

Egland, J. E. (Audit Department, C.W.S.). 


Burni, N. (Borough ‘Treasurer's Department). 
Calcutta 

Banerjee, М. К. (formerly with С. Basu & Co). 

Dasdalal, A. K. ( ormerly with m K. Ghosh & T 
Cambridge 
Harrison, B. G. (with Allan, Charleaworth & Co). 
Killeen, В. E. (former! with Slater, Dominy & Swann). 
Romano, A. N. (with Allan, Charlesworth & Co). 


Cardiff ў 
Ashton. М. with R. Н. March, Son & Co). . 
Booy, E. . (with Saunders, Horton, Evans & cor 
Brewer, P Li (with Deloitte, Plender, Griffiths & Co). 


Graham, M. 8. (with Jones, Robathan, ECRIRE & Co). 
Miller, Н. W. (with Deloitte, Plender та & Со). 
Phillips, М. А. (with Ross, Jones & 

Renahaw, E E. (with Ernest Holbrook & bey, 

Thomas, М. G. (with Ross, Jones & Со). 


Carlisle 
Frost, P. B. (Ministry of Housing & Local CIorertimep. * 
Chatham 
Morris, B. J. (MacLeod, Morris & Co). E 
Ci 
(ore H. W. (with Luckin & Sheldrake). 
Cirencester 
Whittall, C. (with Midwinter & Rhodes). 
Clacton-on-Sea 
Doe, P. Н, (with Norfolk, Pawsoy & Co). 
Cleckheaton 
Stead, A. (with Peat, Marwick, Mitchell & Co). 
Cork 
O'Callaghan, J., B.com. (with T. J. Clifford). 
Coventry 
Pollard, С. S. (City Treasurer’s Department). 
Croydon : 
Marshall, S. A., B.A.(coM.) (with Feakins, English & Co). 
Darlington : 
Lawrence, J. В. (Borough Treasurer’s Department). · 
Spratt, Н. А, (with'Peat, Marwick, Mitchell & Co). 


Derby 
Marsh, H. (with R. J. Weston & Co), 


. Dorchester 


Harris, P. R (with Edwards & Edwards). 
Riggs, M. D. (with Edwards & Edwards). 


Dorking 
Chaplin, В. А. (with Crane, Crinkley & Co). 
Dublin ' 
McElroy, W. P. (with Cooper & Kenny). 
© Strickland, J. A. (with Purtill & Co). 
Dundalk 
_ Van Dessel, J. B. (with Kearney, Martin & Со). 
Edinburgh : : 
- Paterson, G. (Department of Health). 


Glasgow . Р 
Crawford, D. 5. (with Robert Fraser 
Currie, J. (with “Moores, Carson & atson). 


Gloucester 


Parry, Р. (with Duart-Smith, Baker & Price). 
Guernsey, С.І. 
Le Prevost, R. J. (with Black, Geoghegan & Till). 


Harrow 
7 Astill, P. W. (with Beverley, Simpson & Со). 
Mead, М.Е, ih E. T. M Mackrill & Со). * 


Hereford: 


Farnham, L. (County Treasurer’s Department). 


Hove 
Allen, K. C. (with Nevill, Hovey, Gardner & Co). 
Heaver, R. S. (with Russell, Fleming, Boys & Co). 
Hull 
Hiam, E. G. S. (with-Carlill, Burkinshaw & Ferguson). 
Midgley, А, L, (with "Tranmer, Raine & Jarratt). 
Stone, Ё Anm Dutton, Moore & Co). 
Suddaby, P. (with Hodgson, Harris & Co). 


гоо 
tman, R. A. (with Harmon Smith & Со). 


Hyderabad, India 
uhammad, K., В.А. (formerlygwith S. B. Billimoria & Co). 


Kampala, Uganda 
Towsey, Ё ÀA., B.COM. (formerly with Lawrie, Prophet & Co). 


Kettering 
Cheaney, B. (with Hodge & Baxter). 
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Leeds у Ivey, С. A. C. (Borough Т'теавигегв Department, Fulham). 
Clarkson, D. (with Thomas Coombe & Son). J. W. (with Deloitte, Plender, Griffiths & Co). 
Heist G. W. (with Beevera & Adgie). A (with Binder, Hamlyn & Co). 





cks a with Victor Walton & Co). ^ J. (with Cash, Stone Cok, 
H with Frank Hall), Lesser, L. H. (with Harold Everett, Wreford & Co). 
H ton, W AUN Victor Walton & Co). Levy, G. P. (with Edward Em. Sander & Co). 
gus. G. City Treasurer’s Department). OP. M. (with Dubois & Co): 5 Co 
Thomi (with Bartfield & Co). Lothian, D. С. T. (with Knox, C: pd ). 
íi d bM LL ИО), саата J. wich Michal Rodrigues & Co). 
Alfred McFarlane, D. D. (with Smith & Williamson). 
Віа ЈЕВ (with Alied G. Deacon & Co). Manning, R. 6. C. (with Brown, Peet & Tilly). 
tin АО, Ci grand Mille, B. A. (with Batty & Co) 
Choney, Р. J. (formerly with Herbert Godkin & Co). ills, B. A. (with Batty aor 
D. R. P. (with Th May & Co Milton, D. . (with Leonard Curtis & Co). 
di M Thomas May & Co), Moate, D. W. (with Moate, Thorpe & Co) 
Li mds eee (with с ^ Rom): Munday, і E. A. (with Blakemore, Igar & Co), 
Winter, M. (with J. Nicholson & Co), Newey, Lor nid Pear We akim Co) 
ith Cash, Stone 
Hove ET (eh Been, Pago t Go) Bue Be ren Wen, ae, Tae E GA) 
E arish, A. Т, wil rothers 
Chew, L. R. (with Kooper Brothers & Co). е Ped B. (formerly with Maurice Thei, Adler & Со). 
Pritehard, R. A. mith Noon & Elsworth). Pimm, D. F. (with Slater, Chapman & Cooke). 
Speer iy Jo | „пасом, (with J. Summersil a ‘& Son). bist, Mo ~“ with Deloitt S kie ава & Со). 
kill, . oì ender, 
Simm embath, E. Hares Dawson, Graves & Со). Quelch, T. E. (wit Wilkin & b pide 
Rao, V. Н. (with Citroën & Citroën 
Apes M pipes ттен ups Coli, e Wa Suh So 
Џ : te 50! refo: 

Ayton, R, B. (rit Harris, Funnell & Co). — , Ratford, W. F, (mih Pest, Marwick, Mitchell & Co). 
Bala, Т, B (with Garvin, Cantor & E. ay, P. К, (with Gane, Jackson, Jefferys & Freeman). 
а Graves, саше Read, R. G. (with Cooper. Brothers & Co 

Benbow, D. T. (with Deloitte, Plender, Griffiths & Co). | Reed, J. J., B.A. (with Slipper & Co). 
Bes. te Blackburn, 8 Sutton & Co). Robinson, B. A. C. (with Martin, arlow & Co) 
5 x 980 А. (with , B ter 
Bottoms, rae vi Se dr D Elion & Co) pe S А. D. $., specie) (with M. Britz & Co). 
dais) wi n, Davis Shepherd, D. H. (with Armitage & Norton). 
Biookes, L. E. (with Becker-Jones, Piner & Со). Берега, L. S., ВА with Winnn Smith & Whinney). 
Burke, J. with Ba on, Mayhew & Co). Shipman, L. P. (with ears, Judd & Co) 
fo a Ae Co). S Smale, J: L. Je (with Frazer, W hit 
hen, Сои i Smith, L. (with Charles Comins & 
Без, M. Ay BA. frith Maurice Thei, Adler & Со). Snow, R. Тк Deloitte, Plender, ан & Со). 
WO I M Hagley & Knight), Southam, K. H. (with W. A. Browne & Co). 
Crane, P, E. (with A. T. Ch & Со). Stebbing, F. (with John Cooper & Co). 
Davies, B. C. PWA Deloitte, Plender, Griffiths & Co). Thom, D. H. (with Garvin, Cantor & Co). 
D gens и Je A. (with Whinney, Smith & the & Co) Tunbri e; S: T. h Treasurer's ери Бабе Shoreditch). 
Dunmall, K. J. (with Deloitte, Plender, Griffiths & Со Upton, oP Cie ith Blakemore, & Co). 
Eirto В.Е. (with Pawley & Malyon). з Verlander, R. E. with Bennett, , Flynn & Co). 
3, J. (with Sewell, Hutchinson & Со). Vidler, E. N. (with Farr, Rose & Gay). 
oor, J. cà with Deloi Plender, Gri ths & Co). ‘Wade, R. J. (with Leslie A. Ward). 
Eyans, J. F. Н. (Borough Treasurer's Department, Wands- Walker, R. G. (with Barrowcliff, Russell, Baker & Со). 
WO Wenborn, C. th Clements, Hakim & 
Po H ; ar e cs ds di & Steel). Whatton, S.J wer Deloitte, Plender, Griffiths & Co). 
MO SLT MM TUI E 
Gud MH, (with W. D. etn & Co Loughborough 
er, M. H. (wi . B. Keen о). ; jns 
arlick, D. W. (with Hatfield, Dixon, Roberts, Wri right & Co). pne T. (with William Н. C, Wayte). 
Good, J. G А (pith Smallfield eee ТШен i Co). Leach, D. K. (with F. E, Hawkes & Со). 
, Со). 
Goodman, . (with Limebeer & Co). May, С. 6. a (with Keens, Shay, Kerma 0), 
Green, 8. E (ein Blackborn & Eee) Dd . (with Keens, Shay, Keens ). 
B. C. (with Pawley & Malyo Man 
porem Mim Р. f onn Mor ETE "Riles, R. (with Martin & Stone) 
lman t arrow, with Lomax & 
аА A eti nen tte Whitson & Co). ў Bothamley, К. Е. (with Bedell E Blair). 
d L. (with Blak e igar & Garner, M. E. (with Thomas Forster & Co) 
Harvey, wi emo 8 | 
Hayes’ С . M. 6. (with Wi тоге Ега 6; Ргісе oe Co). Holland, W. (with W. Bolton & Co). 
ead, R. н. (with Moore, Stephena z Co). Ivison, K. (with Vaughan & Gregg). 
eath, R. B. (with Bryden, Јо: & Co). Leigh, A. (wi a th Alfred Nixon, Son & Turner). ~ 
Hibbitt, R. A. (with Mellora, Basden & Co). Marshall, with Peat, Marwi Mitchel E ). 
Ніскеу, J. А. (with Herbert ep er & Ru Mitchelson, &, - (with Alfred С. Deacon ). 
Higgins, D. L. (with Deloitte, Plender, RA & Co). Savage, G. (with Gerald Classick & Co). 
Hoare, E. А. (with Peat, Marwick, Mitchell & Co). Shaw, R. (with Dearden, Gilliat & Co). 
NU LEON tel ЗЕ MA EE 
oy, M. N. (wi oungs o). 
Hudd, Е. О. (formerly with Е. Sykes & Co). Webster, D. (with Walton, Watta & Co). 
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March 
Reeve, J. (with Larking, Lerking & Whiting). 
Middlesbrough 
Morris, А. (with Peat, Marwick, Mitchell & Со). 
Myers, R. К. (with Gilchrist, Tash, Wilson & Sanson). 


Stephenson, J. Т. (with C. Percy Barrowcliff & Co). 
Minehead 

Johnson, B. С. (with Amherst & Shapland). 
Nairobi, Kenya 

Herring, R.G. W. (with Alexander, Maclennan, Trundell & Co). 


Neath 
Morris, D. EA (with Dd Bradfield & Co). 
Pedir pul. Du D. E. Jenkins & Son). 


Ne upon ib Forrestal & Co). 
Croft, F. (with bson, Laidler & Co). 
ue c (with M. Hutchinson & Co). 


n 
J. S. (with Alfred E. Pugh & Son). 
Hockey e ice Chas. E. Rollinson), 
W. “(with Lucian J. Brown & Notley). 


Northampton 
jare arrett, M. A. (with 
omas, V, J., Bea. 


N 


. R. Watson & Co). 
with W. Е. Warrington). 


Norwich 
Bowles, 8. Т. (rite F. D. Hambling 


Crome, D. V. (with H. P. Gould & Son). 
Nottingham 

Barnacle, bt i with Wells, Ellis & Co). 

Berry, D. B H. С. Kennewell & Со). 

Benser, D. with Sharp, Betts & Css 


Brown, D. B. (with Singleton, Carter & Co), 
Wrigley, Miss A. C. L., B.A. (with Mellora, & Mellora). 


Nuneaton 

Redfern, J. W. (with Thomas Bourne & Со). . 
Oldham 
Evans, K. (with Jno. Brierley & Son). 
о . Е 

Jennings, P. (with В. E. Brayshaw). 
ов 

es, J. (with Critchley, Ward & Pigott). 


. Lake, Е. L. (Ministry of Housi 
Seward, P. J. (with Stephenson, 


Petersfield 
Cosham, D. G. A. (with Edmonds & Co). 


& Local Government). 
mart & Co). 


Pontefract 
Waterton, B. (with E. Holstead). 
Poole ' Е 
Thomas, L. 5. (with Edwin С. Pulsford & Со). 
Portsmouth ; t 
Subair, Н. A. (with A. С. Gaylard). 
Preston T" 
Jones, R. E. (with Titus Thorp & Ainsworth). 
Radchffe ; 
Gresty, B. (with J. Wild & Со), 
& c 5. W. (formerly Co T D ) 
pon, 5. W. (fo: unty 'l'reasurer's Department). 
Clark, D. (D. Котва i 


Re ips, G. M. (formerly with A. E. Limehouse & Co). 
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Scarborough 
Bramley, C. (with Е. L. Gardiner & Co). 


Scunthorpe 
Woodrow, W. H. (Borough Treasurer’s Department). 


Sheila. 
reis LOS B. (wih Cerna pieton & xr a o & Co). 


jacson, K K. (with T. G. Аааа & Son). 
ick, Т. С. (with Cooper Brothers & Co). 

Roddis, J. R. (formerly Pith Camm, Metcalfe, Best & Co), 
Thompson, B. (with Peat, Marwick, Mitchell & Co). 


un W. S. (with Weston, Whalley & J &ckson). 

cod H. A. (with Griffith & Miles). 
South Shields 

лика M. T. (with J. Н. Whyte). 

eighton, D. (Borough Treasurer’s Department). 

Southampton Я 

Gardner, is F. (with Westlake, Clark & Co). 
Stir 


tirling 
McIntosh, J. A. (Town Chamberlain’ з Office). x 
Stockholm, Sweden 
Allison, C. (with Price Waterhouse & Co). 


Stoke-on-Trent 
Crompton, T D. (with A. Cropp Hawkins & Co). 


orme, К. у ti Paterson Brodie & Son). t 
Jones, E. С. (with W. L. Jackson & Hesketh), |. 
Stroud 
Webb, В. E, (with 5. J. Dudbridge & Sons). 
Sunderland 


Burnley, І. W., в.сом. (with A. J. Ingram & Co). 


I" 


wansea Р 
пао M. B. (formerly County Borough Treasurer's Depart- 
ment). 


Torquay 
Doran, J. N. (with Ware, Ward & Co). 
Harris, B. (with Bishop, Fleming & Co). 


1 


Trinidad, B.W.1. 
Hodges, C. W. (Overseas Audit Department). 
Weston-super-Mar 

Silcocks, Т. В. (with J. & А. W. Sully & Со). 


ти, V. W. (with Chalmers, Wade & Co). 


апе J.M City Treasurer, 
rrett, J. М. eu њу 
Redes ЈМ. (дерш р. Гуз РИ 


Yeovil 

Willats, P. Н. (with Chalmers, Wade & Co). 
York 

Turpin, H. (with Peat, Marwick, Mitchell & Co). 


(Candidates Passed 290) 


FINAL EXAMINATION Part I only 

(Candidates Passed 337) , 

'The next ПЕЕ ТЕЧЕН of the Society will be held оп November 
8th, oth, roth and ха, 1955. Completed applications should 
reach the Secretary not later than Мол. у, September 19th, X955. 


Summary of Results 
Final 


Modified 
Intermediate Preliminary Preliminary 


Candidates Parts I П PartI — Parill 
Passed — .. ECC и 357 241 ^ 107 34 a 
Failed 316 117. 100 


Fourteen candidates who sat for Parts I and П of the Final examination вна. the examiners in Part I iub 
Four candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 
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_ CONTENTS ACCOUNTING FOR 
Yeading Arties =~ HOSPITAL MANAGEMENT 


Management 145 . . : 
Receiver and Manager 147 N a leading article nine years ago, we commented on the 
Royal Commission Report — defects in the system of hospital accounting then in operation 
Ux: Tax Evasion 149 and the criticism made against this system, t We said: 
Special Articles ° ‘The time would therefore seem opportune for the introduction 
Tn Commentary ~ of a more enlightened form of accounting for hospitals, a form 
by S. R. Brown, LL.B. designed primarily to operate as an instrument of administrative 
КС А (Aust) 151 control. 
The Inspector of Taxes In- and we suggested that the most appropriate system was one 
terrogates: The Man who conforming to the organization of the hospital whereby an 


charged nothing for his 


Sérvi account would be maintained for each department, this account 

by Wilfred Tullet, F.S.4.4. 153 showing the total cost of the department, including the cost of 
Lecture services rendered to it by other departments, and an appropriate 

Financial Enlightenment: unit of cost. Я 

аара 9 In 1948, the National Health Service (Hospital Accounts and 

by E. Н. Davison, А.С.А. 154 Financial Provisions) Regulations were published. These retained 
Welkiy Notes 161 in their entirety the basic principles of the old revised uniform 

Џ 


Finance and Commerce 164 


system of hospital accounts and made only a few minor alterations 
in the subject headings of expenditure. The Regulations were 


Correspondence subjected to considerable criticism, but little or nothing was 
ee MALES пзе done until August 1949 when the Select Committee оп Estimates 
sional Partnerships — Keeping were asked to examine the National Health Service Estimates, 

е Score 167 and to report: ‘What, if any, economies consistent with the policy 

Notes and Notices implied in these estimates may be effected therein.’ 
Por rae | Having regard to the form of accounts prescribed in the Regula- 
cpuntant Member of Com- tions, the Select. Committee were confronted with an almost 
све ос wens | impossible task and it is not surprising that they made no recom- 
porated Accountant mendation on this part of their terms of reference. At the same 

onoured ~ Trust to admin- time, however, they realized the deficiencies of the system laid 


ister British Estate of М 3 Г 
Gulbenkian Te РАНЕ down in the Regulations and recommended that: 


~ The Accountants’ Christ- 
ian Fellowship — Acrostic for 





‘A uniform system of costing should be devised as soon as practic- 


Accountants ~ South Wales able for the hospital services in England and Wales.’ 

and Monmouthihire Sodety We welcomed this recommendation and six years ago, in a leading 
ants — The Birmingham article, we stressed once again the importance of costing as an 
Sides вел ~ roma: instrument of administrative control.? It seems, from subsequent 
sional Classes Aid Council – events, that the Minister of Health was not at all happy with the 
ausus Ioue : system of accounts then in operation and that he, too, welcomed 
ed Accountants’ Society of the recommendation, as in May 1950 he invited King Edward's 
се Hospital Fund for London and the Nuffield Provincial Hospitals 
Solution — Rates in England Trust to carry out an investigation into hospital costing. The 
ae RENN Re 168 investigation was duly carried out and reports of both these bodies, 


Injtitute of Municipal  * 


together with one by a committee of regional board treasurers 


Treasurers and Accountants 1 "Hospital accounts: the need for revision’, The Accountant, August 17th, 


Results of Examinations 1946. 
jas in May 1955 172 * ‘Hospital finance and accounts’, The Accountant, August 2oth, 1949. 
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which had carried out its own investigation, were 
presented to the Minister in September 1952. 
The three reports were subsequently circulated 
to various hospital authorities for their observa- 
tions, following which the Minister, in October 
1953, appointed a working party on hospital 
costing. This body was — 

‘to devise a system of costing the departments and 
services of a hospital, within the framework of a 
subjective accounting system, which is likely to 
be of permanent value to hospital administration 
with full regard to the present need to limit the 
cost in money and man-power of introducing and 
operating such a system to the minimum; to advise 
whether different systems are appropriate for 
different types or sizes of hospitals; and to make 
recommendations as to the implementation of 
their proposals’. 

The report of the working party has now been 
published, and it might well have been given the 
title ‘Accounting for hospital management'.! The 
report confirms the views we have consistently 
advocated in our columns since 1946 —that hospital 
accounting should not be considered an end in 
itself but that it should be regarded, and used, as 
an aid to management; as an instrument of 
administrative control. The principal system 
recommended, called the ‘main system’, is 
basically sound and readily capable of being de- 
veloped along the lines found by further experi- 
ence to be both necessary and desirable. For pur- 
poses of internal management, the accounts are 
to stop at prime cost, but no definition of this 
term is given. As hospital accountants are only 
too well aware, what is prime cost in one hospital 
may be an indirect charge in another and great 
care will therefore have to be taken if comparisons 
between hospitals are to be made on this basis. 
As far as individual hospitals are concerned, 
` provided the same basis is continued, comparisons 
between periods will not be affected. 

In addition to this main scheme the working 
party recommend that, from the outset, a 
` number of non-teaching hospitals in each region 
and a number of teaching hospitals should be 
required to effect а break-down of ward costs 
under the main specialties, e.g. general medical, 
general surgical, private patients, maternity, 
children, etc. In the main scheme all wards are 
combined. This extension of the main scheme is 
to be tried out for a few years in hospitals to be 


1H.M.S.O. Price as net. 
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selected with the object of assessing the amount 
of additional work involved and the value to the 
administration of the results obtained. 

For the final accounts, a distribution or re- 
allocation of general service charges is to be made 
so that the patients’ departments (group i (a) (b) 
and the medical service departments (group ii) 
will show the total cost of maintaining each of 
the departments included in these two groups. 
Such total figures for each department, reduced 
to appropriate units of cost, are the only practical 
ones for purposes of comparisons between 
hospitals. The working party evidently found 
some difficulty in arriving at unit costs fot some 
of the departments, and not a few of those 
recommended are open to criticism. 

We welcome the introduction of depreciation 
into hospital accounting. Although in the first 
instance it is only to be applied to laundries and 
to certain equipment in the X-ray department, 
the acceptance of the principle that depreciation 
is an expense is a big step forward. We suggest 
that it could be applied, with advantage, to the 
catering and the works and maintenance depart- 
ments. The method of application recommended 
is simple and should cause little or no trouble to 
finance. officers. The simplified system recom- 
mended for small hospitals does not appeal to us 
as a satisfactory alternative, but if it may be 
regarded as a kind of 'half-way' house it has 
some advantages over the existing system of 
hospital accounting. 

The Minister now has in his possession what, 
it may be hoped, is the final report on the subject 
and the sooner the recommendations in the report 
are implemented, the sooner will be effected the 
much needed improvement in hospital manage- 
ment. But this improvement will not come from 
the scheme itself. 'T'he success of any scheme of 
this kind depends on at least three things: the 
energy and initiative of finance officers who are 
to introduce and operate the scheme; the prompti- 
tude with which these officers submit their 
periodical returns; and the action taken by the 
management on these returns. 

The profession was represented on the working 
party by Mr Е. 5. Adams, 4.8.4.4., A.L.M.T.A., 
Mr I. С. Boon, A.I.M.T.A., F.H.A., Mr E. А. Hall, 
А.5.А.А., F.L.M.T.A., Mr €. McLachlan, в.сомм., 
A.8.4.4., Mr J. W. D. Rowlandson, A.C.A., and 
Captain J. E. Stone, C.B.E., M.C., F.S.A.A., F.H.A. 
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receiver and manager of the property of a 
company is venturing into territory 
where the law is by no means clear, Certain 
changes made in the law by the Companies Act, 
1948, although no doubt advisable on other 
grounds, were so worded as to add to the un- 
certainties. The judgments in the Court of 
Appeal in Re B. Johnson & Company (Builders) 
Limited, have clarified the law in several respects. 
The office of receiver is the creation of the 
Courts of Equity. Most debentures granted by 
companies constitute equitable mortgages, that is 
to say, the company’s property is charged as 
security for the money advanced, but the com- 
pany retains the legal title in that property. 
Quite early in the history of equity, the Court of 
Chancery began the practice of appointing a 
receiver of property, at the instance of the person 
to whom it was in equity mortgaged. Nowadays it 
is common form for the lender to stipulate in 
the; debenture that in certain events he shall 
himself have power to appoint a receiver. 
As his title implies, the fundamental duty of 
a receiver is to receive. But it was long ago found 
that this passive role was in many cases insuffi- 
cient to protect the interest of the mortgagee. 


A ese who accepts appointment as the 





| Mortgage of Goodwill 
Where a business or goodwill is mortgaged and 
| default has occurred, the Court will usually 
appoint a receiver with power to manage the 
business so that its value may be preserved until 
eventual sale. Most debentures confer upon the 
lender express power to appoint a receiver with 
power to carry on the business of the company, 
and such a receiver is commonly called a ‘receiver 
and manager’, although he may not be so styled 
in the debenture. In the Johnson case the de- 
benture, which in this respect was in common 
form, provided inter alia that: 

“|... every Receiver so appointed shall have power 
to do the following things, namely: 


| charged. 

| То carry on or cgncur in carrying on the 
| business’. 

! [2955] 3 W.L.R. 269, referred to in a leading article in our 

issue of July 2nd. 
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The receiver was also given power to appoint 
"Managers, officers and agents for the aforesaid 
purposes.’ 

Another usual stipulation in a debenture is 
that a receiver and manager appointed by the 
debenture-holder is to be deemed to be the 
agent of the company, not of the debenture- 
holder. 

Now the Companies Act, 1948, for the first 
time laid down a statutory definition of the word 
‘officer’. Section 455 (1) provides that ‘officer’, 
in relation to a body corporate, includes a director, 
manager, or secretary. The innovation led the 
learned editors of the twelfth edition of Kerr on 
Receivers? to say: 

‘A Receiver possibly and certainly a manager, 18 

an officer of the company (ibid. 1948, Section 455 (1)). 

Hence if an auditor is appointed as such, he will 

no longer be qualified for reappointment as such 

(zbid., Section 161 (2) (а)).' ` 
This construction of Section 455 (1) has now been 
emphatically rejected by the Court of Appeal in 
the Johnson case. A receiver and manager is not a 
manager of the company for the purposes of 
Section 455 (1) of the Companies Act, 1948. He is 
merely a manager of the property of the company, 
including its business, not on behalf of the com- 
pany but on behalf of the debenture-holder. It 
follows that the receiver and manager is not an 
officer of the company. This construction of 
Section 455 (1) is supported by Section 370 (2) 
which clearly contemplates that a receiver or 
manager is not necessarily an officer of the 
company. 

The Misfeasance Section 
Now the word ‘manager’ also occurs in Section 
333, where a manager is grouped with other 
persons, as follows: 

‘any person who has taken part in the formation 

or promotion of the company, or any past or 

present director, manager, or liquidator or any 
officer of the company’. 

The section has had a long history. It first 
appeared as Section 165 of the Companies Act, 
1862, and the categories of persons to which it 
applies have remained substantially unchanged. 


2 Sweet & Maxwell Lid, London. 
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The object of the section is to provide especially 
convenient machinery for dealing with such of 
the above persons as have 


‘misapplied or retained or become liable or account- 
able for any money or property of the company, 
or been guilty of any misfeasance or breach of 
trust in relation to the company’. 


In the Johnson case it was argued that a 
receiver and manager must be a manager within 
Section 333. By including both ‘officer’ and 
‘manager’ the section made it clear, it was said, 
that the word ‘manager’ in the section must 
include a manager who was not a manager 


within Section 455 (x), otherwise it would have : 


been sufficient to omit the word ‘manager’ and 
leave ‘manager’ to be covered by the word ‘officer’. 

This argument was also rejected. The Master 
of the Rolls said that in enacting Section 333, 
Parliament had followed a particular collocation 
of words which had acquired a considerable 
sanctity by age. He was not prepared to hold that 
the change in 1948, which introduced in Section 
455 (1) a definition of officer to cover manager, 
was intended by Parliament to give to the word 
‘manager’ in Section 333 a wider signification 
that it previously possessed. He pointed out a 
flaw in the argument cited in the preceding 
paragraph. The word ‘officer’ includes a director 
as well as a manager (Section 455 (1)) and if the 
argument is right, one would have expected 
Section 333 to omit 'director'. | 

His lordship also pointed out that in the 
fasciculus of sections in Part VI of the Companies 
Act, 1948, headed ‘Receivers and Managers’, the 
Act was always careful to refer to such a person 
as ‘а receiver or manager of the property of the 
company'. 

Receiver as Company's Agent 
Although the debenture-holder may have stipu- 
lated thát the receiver and manager shall be 
deemed to act as the company's agent, he is not 
appointed for the company’s benefit; his duty is 
to the debenture-holder, to preserve and realize 
the security. Indeed, as the Master of the Rolls 
pointed out, the company may be so insolvent 
by reason of the debenture that it bas no real 
interest in any of its property. In those circum- 
stances it would be absurd to speak of the receiver 
and manager as a manager for the company. In 


the view of Jenkins, L.J., a receiver without. 
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ancillary powers of management would clearly 
be outside Section 333, and his lordship found it 
difficult to see why superadded powers of 
management should bring him within it. 

. As Jenkins, L.J., pointed out, there are other 
sections of the Companies Act which provide the 
Court with a measure of control, exercisable ina | 
summary manner, against a receiver or manager 
of the property of a company. Accordingly it 
could not be said that the exclusion of receivers 
and managers from Section 333 left them free 
from any summary method of compelling them te 
discharge their duties properly. : 

This decision emphasizes how dangerous it is to 
attempt to interpret a section of the Companies 
Act on what appear to be the plain words of the 
section itself, without paying close regard to the 
Act as a whole and to the history of the legislation 
embodied in it. 


The Functions of a Receiver and Manager 
The Johnson case is interesting not only for its 
elucidation of the meanings of Sections 333 and 
455 (1) but also for the general guidance it gives 
on the obligations of a receiver and manager. The 
company had been incorporated in 1940 with an 
issued capital of {1,000 and in the same year 
issued a debenture, to a bank, containing a 
floating charge on all the company’s assets. This 
was to secure an overdraft with which the 
company was to operate as speculative builders. 
In August 1947, when the overdraft amounted to 
some £29,000, the bank appointed a receiver and 
manager pursuant to its powers under the 
debenture. Unsecured creditors then presented a 
winding-up petition and in January 1948 the 
Court ordered the company to be wound up and a 
liquidator was appointed. The receiver and 
manager was discharged in May 1948. His 
conduct in the period from his appointment to 
the date of the winding-up order, from August 
1947 to January 1948, was the subject of com- 
plaint by a contributory of the company. 

As soon as he was appointed, the receiver and 
manager expressed his intention to stop all 
building work immediately, although it was 
objected that this would entail great loss to the 
company having regard to money spent on road 
and sewerage work andon the building of then 
uncompleted houses. All building work was in 
fact stopped in October 1947. The Master of the 
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Rolls expressed the view that the gist of the 
charge against the receiver on this account was 
that he had a duty to the company and to its 
contributories to preserve the goodwill and 
business of the company. In his lordship’s 
judgment that allegation rested upon a funda- 
| mental misconception; there was no such duty 
on a mortgagee or on a receiver appointed by a 
mortgagee for the purpose of realizing the mort- 
gagee’s security. The moral was that if you 
depended exclusively on borrowed money for 
the business you proposed to carry on, you must 
at! all costs retain the confidence of your lender. 

' Again, a receiver exercising the mortgagee’s 
power of sale was under no duty to the mortgagor 
to obtain the best possible price for the property 
charged, 

Another specific allegation against the receiver 
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was that he had abandoned a building contract 
of a value of some £28,000. The Master of the 
Rolls said that the answer to this was quite 
simple. In order to complete the contract it 
would have been necessary to continue the 
company’s business. A receiver and manager 
appointed for the purpose of realizing the 
debenture-holder’s security was under no 
obligation, either to the company or to its con- 
tributories, to do that. Moreover he could not in 
any case continue the business without obtaining 
further finance. He was therefore bound to 
discontinue it. 

There were some subsidiary issues in the case 
but enough has been said to demonstrate the 
utility of the decision to receivers and managers 
in carrying out their difficult and often invidious 
task. 


| 
| ROYAL COMMISSION REPORT — IX 
| TAX EVASION 


t 
| 


: E pass from tax avoidance to tax 
| \ X j evasion’ declares the report. This, of 
| course, is not a unique experience. 
Indeed, the distinction between avoidance and 
evasion is sometimes difficult to draw. 

On tax evasion, the bulk of the evidence came 
from the Inland Revenue, the Association of 
IH.M. Inspectors of Taxes, and the Inland Rev- 
enue Staff Federation. The Commission had 
iseveral informal discussions with representatives 
of these bodies. It seems that in certain respects 
ithe changes proposed by the Commission actually 
igo beyond what the Inland Revenue themselves 
| asked for or wished to see enacted. It was possible, 

| the report adds, that the Inland Revenue 
' ‘had been led by a laudable anxiety to protect the 


i subject from any needless official imposition to 
| overestimate the extent.to which certain simple 








requirements could fairly be resented by the 
general public’, 
Records, Accounts and Returns 
| The penalties for evasion lack nothing in severity; 
| the difficulty lies in detecting and establishing it. 
| We have already discussed the recommendation 
. that taxpayers assessable on profits should be 
' compelled to keep records ~ subject to dispensa- 
| tion by the local Inspector. The Commission also 


recommend that accounts accompanying or re- 
placing a formal return should be treated, for the 
purpose of proceedings, as a formal return. They 
recommend, too, that the taxpayer should sign a 
positive statement on the accounts covering such 
major points as: | 

(i) that all cash takings have been recorded in 

the books, and 

(ii) that all stock has been included in the stock 

figure. 

It is hoped that this requirement will reduce 
carelessness in traders. It might bear hardly, 
however, in the numerous cases where the tax- 
payer himself does not handle cash and has to 
rely on employees to ensure that cash takings are 
duly recorded. Cash embezzled is not necessarily 
a deductible expense. 

The fact that a wife is under no duty to disclose 
her income to her husband is regarded by the 
Commission as unfair to him, 

‘since it exposes him to the making of incorrect 

statements without any real power of safeguarding 

himself’. 
Provided the husband made his return to the 
best of his judgment and belief, it does not seem 
that the incorrectness could have any worse 
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consequences than unexpected additional assess- 
ments for past years. However, the situation 
certainly seems to be unfair to the Inland Revenue 
and the recommendation that a wife shall be 
required to sign her husband’s return should add 
something to the total tax collected, even if at 
the same time it adds some domestic discord. 
The Commission presumably contemplate that 
the wife should become subject to penalties in 
respect of the returns. It is to be hoped that the 
wife of a wealthy taxpayer who conceals a minute 
amount of, say, bank interest, will not be liable 
to a penalty of three times the tax payable on 
her husband’s income. 

In evasion cases the Inland Revenue are often 
much hampered by the limited nature of their 
powers -to call for documents. ‘The Commission 
recommend that there be power to call for the 
taxpayer’s own and his wife’s private documents, 
as well as his business documents. Moreover, 
where the taxpayer is a private limited company, 
it is recommended that powér be given to require 
individual directors to produce documents relat- 
ing to the affairs of the company. It is difficult to 
see why this provision should be limited to private 
companies; a private company can easily turn 
itself into a public one without any great change 
or inconvenience. 

The new powers would be exercisable only by 
the Board, not by local Inspectors. The Commis- 
sion rejected suggestions that Inspectors should 
have power to enter business premises and 
examine documents there. They also rejected 
suggestions that there be a general right to 
requisition information either from third parties 
in general or from Government departments and 
local authorities. 

It has long been an anomaly that while the 
earnings of employees assessable under Schedule 
E have to be disclosed by the payer, broadly 
similar pdyments to professional entertainers and 
writers assessed under Schedule D need not be 
disclosed. The report reveals that while some 
theatre managements, agents and publishers 
voluntarily disclose such payments, many others, 
including the B.B.C., consistently refuse to do 
so. The Inland Revenue believe, no doubt with 
reason, that there is substantial evasion on this 
account. The Commission accordingly recom- 
mend that Inspectors should have power to call 
for returns of such payments, where they think fit. 
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Penalties 

Although the Inland Revenue are satisfied with 
the present law as to penalties, there will be few 
who agree with them. One would not complain 
that in general the penalties are too severe, but 
they certainly ought to be recast in a form which 
avoids the present overlapping, archaisms and 
ambiguities. The Commission’s recommenda- 
tion to set up an expert committee of lawyers 
and officials to review the existing provisions is 
welcome. 

The Commission favour the continuance of 
the power of Appeal Commissioners to impose 
penalties — other than penalties for fraud. They 
also recommend that the survival, after a tax- 
payer's death, of his liability to penalties, which 
has been the law in England since 1934, should 
be extended to Northern Ireland and Scotland. 
Certainly the law ought to be the same through- 
out the Kingdom, but there is a good deal to be: 
said for prohibiting any proceedings for penalties 
after the taxpayer has died. 

Аз regards time limits for additional assess- 
ments, it is recommended that provided these 
assessments are raised within the statutory three 
years following the death, they should be capable 
of covering the six years preceding the death, 
80 as not to penalize the Revenue by the inevitable 
delay which occurs when a taxpayer dies. One 
of the considerations which is no doubt in mind 
here is the fact that on a taxpayer's death, an 
Inland Revenue affidavit has to be filed for estate 
duty purposes. It is not unknown for such an 
affidavit to disclose investments and other assets 
which have never been revealed in the deceased's 
income tax returns. 


Betting and Gambling Winnings 
Practical considerations have persuaded the 
Commission not to recommend any change in 
the law relating to taxing gambling winnings. 
They consider that if winnings were taxed as such, 
some loss relief would have to be given and even if it 
were confined to assessments on future winnings 
it would greatly reduce the yield, besides adding 
enormously to administration costs. The report 
points out, as a matter of consolation, that the 
Pool Betting Duty yields nearly £30 million a 
year, in addition to the /% to £3 million yield of 
Bookmakers Licence duty. 

(To be continued.) 
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The New Zealand Society 
HE address in March of this year of 
| Mr W. С. Watts, F.P.A.N.Z., President of 
the New Zealand Society of Accountants, 
was full of interesting news relating to the pro- 
fession and the Society in New Zealand. Although 
the strength of the Society has increased to 
5,776 (of which 148 are women) the President 
declared that the demand for accountants con- 
tinued on an unprecedented scale. ‘It is obvious’, 
he said, ‘that active measures must be taken to 
encourage recruits to the profession.’ 

High lighting some of the Society’s activities, 
Mr Watts referred to travelling scholarships 
(there are three members at present in England), 
the accounting practice and procedure committee 
(which is at present drafting a public accountants’ 
handbook) and valuable research lectures. 


i 





Changing Money Values 
In a previous commentary, reference was made to 
the work done by a panel consisting of Messrs 
Cheetham, Mutton, Owens and Wheelwright on 
the effect of changing money values in relation to 
accounting theory and practice. Now, a challenge 
comes from Professor R. J. Chambers associate- 
professor. of accounting in the University of 
ydney. He takes the view that corrections to 
conventional accounts should be based on pro- 
positions which are not primarily concerned with 
the protection of the interests of any class of 
persons connected with any business enterprise. 
"The panel's case, said Professor Chambers, is 
based on the view that accountants are concerned 


with specific firms, and with the preservation of . 


the interests of particular shareholders; its 
supporters appear to disregard the interests of 
any other particular class of persons. 

Professor Chambers said that the method of 
| the panel x 
‘assumes that company accounting is proprietor- 
ship accounting, not entity accounting; or in 
other words, that the accounts which auditors 
report on are the acceunts of the proprietors and 
not the accounts of an independent legal entity'. 
(The Chartered Accountant in Australia, May). 
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Registration Changes 
Another big step forward in the organization of 
the profession in Australia has just been made by 
the announcement that the Public Accountants 
Registration Board of New South Wales will not 
be requiring candidates who are ultimately 
seeking registration as public accountants to sit 
for separate examination papers of the Board. In 
future, a system of joint examinations will be in 
force whereby a student registers with the Institute 
of Chartered Accountants or the Australian Society 
of Accountants, and also with the Board. He will 
sit for the Chartered papers or the Society papers 
and upon a pass in those he will be credited with 
a pass in corresponding subjects with the Board. 


Criticism of Public Accounts 

In the May issue of The Chartered Accountant in 
Australia, Mr I. G. Moore, A.C.A.(AUST.), pre- 
sented a paper on the public accounts of the 
Treasurer of South Australia. The author was a 
member of a study group of the research society 
in South Australia which sponsored and assisted 
in the preparation of the paper. The conclusion 
arrived at was that although a great deal of careful 
thought and consideration had gone into the 
preparation and presentation of the accounts by 
the State Treasury and the Auditor-General, 
nevertheless the following points remained un- 
answered from a reading of the accounts: 


(1) Considerable thought has to be given to 
terminology, 80 as to avoid confusion. 
What is the meaning of ‘revenue’ and 
‘surplus’? 

(2) Why is it necessary to confuse thé reader by 
presenting accounts on both a cash and 
accrued basis? Could this be overcome by 
presenting separate accounts for each 
department – consolidated accounts and a 
cash reconciliation? 

(3) Are inter-departmental transactions con- 
ducted at a reasonable price? 

(4) Are special grants made to some depart- 
ments in order that they may show a 


surplus? 
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А Period of Accelerated Change 
During his delivery of the 1955 Arthur Capper 
Moore Memorial Lecture in Sydney in April, 
Mr С. Н, Peterson, А.А.5.А., emphasized that all 
the developments in statistical method, electronic 
computers, the possibility of the mechanized 
office, the new developments in management 
thinking and the desire of accounting people to 
serve management, added up to ‘accelerated 
change’. ; 

. What then, he said, are the lessons we can 
learn from this? 
“In the first place, accountants have endless 
opportunities to offer service in all areas of com- 
, Merce and manufacture and to all levels of manage- 
ment down and up. Further, there is an obligation 
on us, because of our opportunities, to make sure 
we equip ourselves in these many areas which are 
being subject to accelerated change. There is no 
doubt that we must feel the impact of some of these 


' developments very soon, if not immediately. Г 


believe that unless we are prepared to face up to 
these opportunities and these obligations, we will 
find many of the duties which should rightfully be 
- ours taken away from us by the industrial engineer, 
the mathematician, the statistician and so on.’ 


(The Australian Accountant, April). 


Hotel Goodwill 
In a down-to-earth article relating to the valuation 
of the goodwill of hotels in New Zealand, Mr 
A. L. McLean, B.COM., F.P.A.N.Z., classifies hotels 
as either ‘accommodation houses’ or ‘beer houses’ 
and arrives at some startling conclusions (start- 
ling, that is, to those who have the impression 


that hotels are gold mines). Approaching the 


whole matter from the viewpoint that we should 
obtain a general idea of a business before ‘playing 
around’ with the figures, Mr McLean sums up as 
follows: 

(a) There is definitely no goodwill attaching to 
residential hotels unless there is an ab- 
normal bar revenue which more than takes 
care of the loss on the house side. 

(b) There is little if any goodwill in country 
hotels whether residential or otherwise. 

(c) There usually is goodwill attaching to city 
hotels which do not cater for guests and in 
some cases the goodwill can be substantial. 

(The Accountants’ Journal, New Zealand, May.) 


Administrative Staff College 
Based on the example of the English college at 
Henley, an Administrative Staff College has 


recently been formed in Australia. The April 
editorial of The Chartered Accountant in Australia 
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sums up the significance of this venture as follows: 
“This development ів of unusual importance. In 
years to come it may be recognized as a landmark 
in the story of Australian progress. Chartered 
accountants of course have a particular interest in 
it. It will vitally affect not only the one-third of the 
Institute's members who are employed in commerce 
and industry, but also every professional account- 
ant whose work brings him in such close relations 
with the management of industry.' 


New Zealand Congress 

Mr C. К. Hicking, F.A.S.A., В.С.1.8., Foundation 
President of the Australian Society of Account- 
ants, attended the Seventh Convention of the 
New Zealand Society of Accountants held at 
Dunedin in March, at which he was the chief 
commentator on the paper "Ihe accountant in 
commerce'. On this occasion the papers were 
devoted to a review of the functions of the various 
branches of the profession under present-day 
conditions. 

On his return to Sydney, Mr Hicking said that 
senior members in New Zealand had expressed 
the view that this was the. most successful 
convention held by the New Zealand Society to 
date. He was most impressed by the enthusiastic 
manner in which members supported the techni- 


: cal and social activities of the convention. He also 


found that the amalgamation of three of the major 
institutes in Australia had created great interest 
in New Zealand, and that the establishment of 
the Australian Society was acclaimed as a 
development of major importance to the pro- 
fession as a whole. 


Inflation and Company Finances 


In South Australia, a research group of the 
Australian Society of Accountants has been 
formed to work in co-operation with members of 
the Economics Department of the University of 
Adelaide in investigating the effects of inflation 
on company finances. As part of this investigation 
a questionnaire approach is being made to all 
South Australian public companies with a view 
to ascertaining (a) the action taken by companies 
to counteract the effects of inflation; (6) the addi- 
tional amounts (if any) that should have been set 
aside out of profits to provide for increases in 
the replacement costs of fixed assets and stocks 
during each accounting period since 1945-46. 

Mr R. L. Matthews, Reader in Commercial 
Studies at the University, is chairman of this 
group, and as soon as the tesults of this important 
survey are to hand English readers will be 
advised through these columns. 






THE ACCOUNTANT 


NSPECTOR OF TAXES INTERROGATES 
















Inspector of Taxes’ office in a town 
eing replanned. The Inspector is adjusting 
ttonhole a flower which he has just taken 
cut-glass vase on his desk containing lilies 
valley. As he turns, there is a knock on the 
„and a tubby little man enters. 


SPECTOR: Good morning. You are Mr 


de S.: Good morning, Inspector. Yes. I. de 
| Stroy, to be exact. Lovely morning, isn’t it? 

_ Inspector: Yes. Do take a seat. What do you 
to see me about? 

| de S.: You sent me a notice of assessment — 
y mistake, I think. 

.. Insrscror: By mistake! Why? 

| de S.: Income tax îs a tax on income, isn't it? 
__ INSPECTOR: It is variously interpreted, but that 
_is so. You do work, do you not? 

c deS: Yes, but I receive no wage or salary for it. 
BPICTON: You mean you waive any remunera- 











INSPECTOR: Are you telling me that you do not 
earn anything? 
de S.: I knock down the old buildings and 
clear the sites. 
Inspector: For nothing? 
< de S.: That's it, Inspector. I charge nothing 
| at all 
du INSPECTOR: Don't you get anything out of it? 
de S: I did. mot say that. I said ‘I did not 












‘ge any 
SPECTOR: ‘Then’ you take what the people 
' employ you give you? 
e 5.: Not even that. They do not give me апу 
iey at all. When I commenced the business, 
| аде up my mind that I would accept no pay, 
and then I would not run my head into the 
· income tax noose. From the moment I take over, 
Т take all responsibility. When I start there is an 
old building standing. I take over and knock it 
| down, dispose of the remains, and leave the site 
· Clean. There is no payment to me by the people 
vho employ inn and no payment by me to them. 
| ry happy. I am safisfied, and my clients are 
P cased. лаба (dryly), І have по banking 








vM MAN WHO CHARGED NOTHING FOR HIS SERVICES 


by WILFRED TULLETT, F.S.A.A. 


"The Editor informs readers that the characters and places in the following article are purely 
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Inspector: Well! Have you a private incom 
or investments? 

de S.: No. (He gets a bit uneasy, as if wering f 
something. Then there are three hoots of a motor 
horn outside in the street.) І am sorry, Inspector, b 
I must go. That is my wife waiting. Jf you wish 
to see me again, I will call next week, same time. 

INSPECTOR (now suspicious): I shall certainly 
wish to see you again. I am not at all satis 

de S. (cutting in): Just before I go... I bought 
a property to house one of my employees 
temporarily. He has now got a house to rent, . 
and so I sold the property at a loss. You are | 
actually charging me Schedule A on it! I would _ 
like to discuss this. Isn’t this an income loss i in 
the ordinary way of business? v 

INSPECTOR (rather shortly): No, it is not. (А _ 
long note from the motor-horn can be heard.) || 

de S.: Pity! But I really must go. See yor ` 
next week. I have a scheme for getting my 
employees out of tax, too. However, no doubt 
you will like to settle my little problem first. Ева __ 
bit of a problem, Inspector (chuckling) . . . isn tit? | 

INSPECTOR (as the little man goes): 1 wor v 
(Then he reaches for a cigarette.) What was it he 
said? Good lord, of course, that's it! He must be 
making thousands in a place like this. What he | 
has done with the money I do not know, but I 
will find out. Looks as if I shall have to knock 
down some of his stilts next time he calls . . . he 

. and Schedule A on his house! Side-tracking 
me, I suppose. He ought to be in the fish 
business — with his red herrings! 

(The telephone rings.) 

Mrs de S. (to her husband): Why аа you not 
come when I first tooted? 

де S. (dolefully): My dear, I couldn't. . d p 
was led on. . . and I have made one ghastly | 
mistake. Why did I not keep my trap shut! 

Mrs де 5. (sarcastically): Why did you not 
leave it to my woman’s intuition! Oh, you: men! | 
If only you had left it to me. Но 

де S.: Hey, watch where you a are going — -mind 
that heap of rubble. Oh. . . ! now the car's stalled. 

Mrs de S (sweetly): It would, darling! The 
battery is down . . . you will have to get out and 
wind it up! D E : 
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dep (^ by E. H. DAVISON, A.C.A. 


 (XINCE the widest impact of the accounting pro- 
su Se on the public is in the field of annual 


7 accounting for public companies, this paper. 
. deals almost entirely with accounts prepared by such 


. companies under the Companies Act, 1948, and is 
concentrated. on. those aspects of such accounts to 
which. criticism. is most generally directed and in 
which. some measure of reform 

сів widely felt to be necessary. 


2 Те Need for Reform 
Before going into details it may 
i be necessary to state a case for 
reform; this, I feel, must ђе 
based not only on the assump- 
"Son that shareholders should be 
"given information in a form and 
Та terms which they can under- 
«stand but on wider and, nowa- 
c days, almost equally important 
| considerations. It is obvious that 
» information, to be of any use to 
_ the recipient, must be presented 
-insucha way that he can under- 
«stand it. Responsibility for such 
“presentation lies with the person 
“who. does it, not with the re- 

cipient. It is not easy to cater 
for all levels of intelligence and 
perception and it may, therefore, 
;be more appropriate to suggest 
-that information should ђе pre- 
‘sented in a way which cannot 
readily be misunderstood, though 
із із sometimes even more difficult than the attempt 
to ensure understanding. 
| Many companies have attempted to make their 
annual accounts more intelligible to their readers, 
| whether shareholders or not, by. issuing pictorial 
| statements, pie-charts, and simple, sometimes гасу, 



























and occasionally glib, explanations of the figures. 


"These attempts, some of which are no doubt success- 
ful, give additional grounds for believing that public 
accounting is felt to need interpretation. 

г Some accountants may feel that pictorial statements 
. of this kind tend to debase the coinage of accounting 
апа, like the strip cartoon, try not only to reach the 

lower levels of intelligence but to depress them 

‘further. On the other hand, accounts are issued for 
“information and if the information is not clearly 

revealed by the accounts then managements are right 


Ап address delivered on July 8th at the summer course of 


he Institute of Chartered Accountants in England and. 


Wales, held at Christ Church, Oxford. | 
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to seek some other means of making the meaning | 
clear. | 


Shareholders 


It might be of interest and advantage to the pro-. 
fession if a sample survey of the general body of. 
shareholders were taken to ascertain their views on | 
the accounts which they receive, | 
Such a survey should be directed · 
not to leading questions such: 
as ‘Do you prefer a single- or 
double-column . balance sheet?! 
“but to general questions such — 
as "What information do you get | 
from the accounts sent to you?’ | 
While the replies might not 
readily lend themselves to sum- 
marization, they might be.sal- 
utary. There is little doubt that _ 
a very large majority of share- | 
holders, and especially women, | 
would ask for a measure of 
simplification. | 


Employees 
It is a common and growing | 
practice to acquaint employees, - 
particularly those of large public _ 
companies, with the financial 
: progress of their companies 
by circulating the accounts and 
in many cases going further by | 
attempting to explain them. | 
Having taken part in this further | 
process myself I am able to state that to a small 
minority the accounts do present some, though not 
much, useful information; to the vast majority | 
the whole thing is meaningless. Whether employees 
are more or less capable of appreciating the meaning _ 
of accounts than shareholders I cannot, of course, 
say, but I suspect as an individual opinion that the 
impact on the general body of shareholders is much 
about the same. E 
_ In the case of employees, however, there is, I feel, 
some added danger in presenting figures and state- 
ments which are not clear to the layman in that they _ 
are a fertile seed of political agitation. The presenta- 
tion of more comprehensible accounts would | 
certainly not entirely eliminate trouble of this sort, | 
but it would reduce prejudice (wilful or otherwise) 


based on misunderstandings. 
* 
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Politicians S 
Any accountant who has. studied Hansard, and | 























-August 6th, 1955 


particularly for the time when the Companies Act 
was under consideration, will agree that there is a 
great deal of room for improvement in the under- 
Standing of accounts in the political field. It is 
unnecessary to labour this point nor is it necessary 


| ito point out the political dangers of misunderstanding 


published accounts. 


Accountants 


[n case the point is overlooked, it may be pertinent 
to suggest that few accountants would claim to 
understand fully accounts which they have not either 
prepared, or audited, themselves. To meet this 
difficulty perhaps standardization, rather than simpli- 





fication, is what is required, but to support a case for 
reform of published accounts the reflection is not 
wholly inappropriate. 


The general public 

А number of other groups of individuals have access 
to and base their judgment on published accounts, 
(f whom we may mention persons responsible for 
investment, such as managers of trusts, of pensions 
funds, of insurance companies, and so on. There are 
also the journalists upon whom the great body of 
the general public depend for their short glimpses of 
company finance and, from the point of view of this 
paper, the most important body of all, that large part 
of the public which has not yet formed the habit of 
investment but which, if some of the mysteries were 
removed, might take a growing interest not only in 
saving but in providing the capital resources for 
industry and commerce. All these, and most of them 
laymen, depend, or should depend, upon the account- 
+ for a clear view of the financial side of a company’s 
affairs. 


The Accountant’s Responsibility 


It is suggested, therefore, that the accountant must 
view his responsibilities more widely. The auditor is 
responsible to the shareholders but there is reason to 
believe that a more general understanding of account- 
ing information would redound not Test to the 
benefit of the shareholder; indeed, there is no reason 
toj believe that understanding by the shareholder and 
by other interested persons are not precisely identical. 

ere can be no refuge in the statement that pub- 
lished accounts are, after all, only accounts of 
stewardship since, so far as I am able to judge, there 
ів no reason why accounts of stewardship should be 
any less comprehensible than others. 





The Present Position 


It |may now be necessary to consider one or two 
aspects of published accounts prepared under the 
Companies Act, 1948, which provide grounds for 
criticism from the point of view of lay understanding. 
I do not select any special forms of account, of which 
in Hetail there is a large nfimber, but shall refer only 
in general terms to one or two apparently universal 
shortcomings. 
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, First it is necessary to point out that the general 
public have little appreciation of the purpose of 
either a balance aheet or a profit and loss account and 
little idea of the sort of information that may be 
included in either statement. It will be necessary to 
deal further with the purposes of accounts later in 
the paper. ` 

There is little doubt that before the 1948 Com- 

panies Act most companies gave insufficient informa- 
tion in their accounts to enable any sort of proper 
appreciation of the position; there is equally little 
doubt that almost all accounts now provide far too 
much, Whatever may be the needs of the journalist 
and the economist, I venture the opinion that to the 
‘man in the street’ the accounts of a public company 
seem to be a bewildering array of figures arranged 
apparently without any reference to logical order, 
described in terms which are mainly unintelligible, 
and failing adequately to distinguish between matters 
which are important and those which are trivial. 

The main burden of criticism must consequently 

be on the score of superfluity. Without going into 
too much detail it is possible to select one or two 
points in which economy and greater clarity can be 
achieved. 

(a) The auditor's report. No one is very happy 
about the form of this report and suggestions 
have been made regarding its reform. Му vote 
would be for its abolition. 

- To those receiving and perhaps reading 
annual accounts the auditor's signature on the 
face of the balance sheet would convey no more 
and no less than the present audit report. 
By eliminating the report a further advantage 
could be gained in that the auditor, having 
discharged the duties laid upon him by the 
Companies Act, would merely sign the 
accounts without qualification if he were 
satisfied; if, on the other hand, he had a qualifi- 
cation this would be made on the face of the 
balance sheet itself or in a note referred to 
thereon, and it would consequently be possible 
with very much less delay and a great.deal more 
certainty to detect audit qualifications. At 
present it is only those technically interested 
who are likely to labour through the audit 
report in the hope that some twist in the 

- wording may bring to light some reservation 
in the mind of the auditor. — 

(b) Notes. From the technical accounting point of 
view notes on the accounts provide us with an 
ample supply of points of principle and useful 
practice in the deft application of words. To 
the layman they are an embarrassment and 
few of them, if they are read at all, convey any 
clear meaning. By way only of example, in the 
Companies Act it is provided in the case of 
group accounts that if the accounting dates of 
subsidiary companies are not identical with 
those of the holding company reference should 
be made thereto. This is a positive instruction 
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and produces notes, many of them epee 
complex, which are unnecessary. Like the audit 
report, the question of accounting dates would 
be best dealt with by ignoring differences 
entirely unless, in the opinion of the auditor, 
their divergence from each other materially 
affected the view presented by the accounts; 
in that case either there would be a note 
thereon or he would qualify his signature. 
Movements in reserves. Another and greater 
complication is the revelation of movements in 
reserves. Many companies have boldly short- 
ened their explanations but in the larger 
and more пева ра organizations it is very often 
difficult, without giving grounds for mis- 
understanding, to eliminate many of the figures 
involved. 

It appears that the main point of showing 


movements in reserves (which, after all, have . 


only a metaphysical existence) is to reveal 
whether or not the profit for the year as shown 
in the profit and loss account has been affected 
thereby and whether the reserves include 
amounts which might properly, in the light of 
later events, have been made available for 
dividends. If the profit and loss account 
shows a true and fair view of the profit for the 
year and were required to show adjustments in 
respect of previous years, neither of these 
things can happen, and provided suggestions 
made later in this paper regarding the classifi- 
cation of reserves were followed the practice 
of showing movements in reserves could be 
discontinued. 

companies! balance sheets. In the case of 
a holding company it is necessary to duplicate 
the balance sheet by showing not only the 
balance sheet of the holding company itself 
but that of the group. It is not necessary to go so 
far in the case of the profit and loss account of 
the holding company where unn com- 
plication has been avoided by providing that 
to all intents and purposes only a consolidated 
profit and loss account is required. If this 
procedure is appropriate for the profit and loss 
account there appear to be good grounds for 
applying the rule to the balance sheet, which 
could, if thought necessary, provide information 
regarding net current assets of the holding 
company. 

It is difficult to see what would be lost if this 
were done since for all practical purposes there 
is no difference between a wholly-owned 
subsidiary and a branch. Тће introduction of 
minority interests need not in practice unduly 
disturb the relationship between a holding 
company and a subsidiary. In any case, a 
consolidated balance sheet indicates clearly the 
extent of the minority interest in the group 
which the statement of subsidiary interests 
in the holding company's balance sheet does not. 
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Simplification of this kind would reduce the 
number of figures with which the layman has to 
deal and would in no way impede his true and 
fair view of the operations of the company in 
which he was interested. 

(e) Comparative figures. The Companies Act is 
explicit about the necessity for giving compara- 
tive figures for all items in the profit and loss 
account and balance sheet. While no doubt 
there is a useful purpose behind these pro- 
visions, there may be grounds for believing 
that they go too far and that comparative 
figures should be shown only for the main classes 
of assets, for the profit (in the terms referred 
to later in this paper), and the distributioa of 
profit. This suggestion would help in the direc- 
tion of eliminating unnecessary figures in the 
accounts and would be convenient in those 
narrative parts of the accounts where figures 
occur and the comparative figures have to be 
shown in brackets immediately after every 
figure. 

Where some indication of a material change 
in the figures, as between one year and another, 
is really necessary, it would be more belpful to 
show the increase or decrease by comparison 
with the previous account; this would provide 
а ‘sources and disposals statement’ for the year. 

The above few suggestions are the more obvious 

moves which could be made to strip published 
accounts of their more useless embellishments. 
No doubt others will occur to you. The rule should 
be, I think, rather to indicate the significant points 
than to state everything and hope that the layman 
will pick out those points to which he should direct 
his main attention. This may lay greater responsibili- 
ties on boards of directors and auditors but these 
responsibilities are necessarily onerous in a matter 
80 important as the published accounts of a company. 


Positive Steps 

Assuming that these steps have been taken we are 
left with a directors’ report (on which I have made no 
suggestions) and the statutory accounts which 
comprise a consolidated profit and loss account 
showing the disposal of the balance in the hands of 
the holding company where appropriate, one balance 
sheet consolidated if appropriate, and perhaps a 
few notes. Before any adequate development or 
clarification of these statements can be achieved it 
must be possible to explain to the layman precisely 
what they are supposed to represent, and here it 
may not be out of place to digress for a moment in 
order to explain that the ‘layman’ may be one who, 
at one extreme, has a financial interest in a company, 
is anxious to learn, and to believe what he is told even 
if he only dimly understands it. He feels in fact that 
the accounts are there for рів benefit and it is his duty 
to understand what they convey. This kind of layman 
is likely to accept ‘convention’ as right and proper. 

At the other extreme, the layman may be one who 
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has no financial interest in the company but who may 
be interested in extracting from it all that he can to 
his own advantage. He will not accept convention as 
his guide and is only too ready and willing to believe 
that the accountant will mislead him if possible. Мо 
explanation will suffice for him except one which is 
clear and obvious, which is consistent, and which 
shows that the accounts are serving a useful purpose, 
and even then he may refuse to be convinced. 
Between these two extremes there are all shades of 
prejudice, education, and enlightenment, but nearly 
all laymen have this in common that they do not and 
should not expect to be put to any unnecessary 
trouble in finding the information conveyed by the 
accounts, 


Purposes of Accounts: 
(a) The Balance Sheet 


It is, therefore, essential that the purposes of accounts 
should be clear and should be advertised in the title 
of each statement. The words ‘balance sheet’ patently 
fail to convey whatever a balance sheet may be 
intended to represent. 
According to the Companies Act and to all ac- 
counting theory a balance sheet is intended to convey 
ajview of a state of affairs. Obviously the view can 
hardly be complete in any but a financial sense, but 
even in that sense the words convey very little. When 
some time ago I challenged comment on this point the 
only offer I received was that ‘a state of affairs’ was 
the same thing as ‘a financial position’ and this 
appears to leave us very much where we were before. 
As an account of stewardship the simple and most 
useful purpose to which a balance sheet can be put is 
a representation of the money coming into the hands 
of, and the disposal of those moneys by, the directors 
as| quasi-trustees for the shareholders. It is in fact a 
‘sources and disposals’ statement and to my mind 
should be described in something like these terms. 
ithout any very violent transformation the balance 
sheet will perform this function and the purpose of it 
will furthermore be readily grasped by a layman at 
the lowest level of intelligence with which we should 
find it necessary to deal. : 
Clearly some modification of the present form 
wduld be necessary and some minor problems, which 
conld perhaps be unnecessarily magnified, must be 
aced. 

Values’, In the first place, the balance sheet must 
not refer to values and the word 'valuation' must be 
eliminated from the balance sheet itself though 
references might well be made to valuation on a 
supplementary statement, to which I shall refer later. 

Clearly the practice of revaluation of fixed assets in 
existence at the date of the balance sheet would be 
inappropriate and contrary to the purpose of the 
statement; furthermore the deduction of provisions 
for| depreciation from fixed assets would cease, since 
provisions for depreciation are basically a source of 
finance rather than an adjustment in the expenditure 
on assets, 
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‘Stocks would furthermore ђе shown at cost and it 
would be incumbent upon boards of directors to 
show the reserve required, if any, against future 
losses on the realization of stocks; stocks would, 
however, be stated at their gross cost value amongst 
the assets, and the reserve shown elsewhere. 

The statement of assets at cost in this way does not 
appear to present any very serious problems (beyond 
those already existing) and it does not seem that any 
very radical change is necessary in the statement of 
liabilities. 

Capital and reserves. When we come, however, to 
what is sometimes called the ‘other side’ of the 
balance sheet we are faced with many problems in 
stating the source of the moneys at the disposal of the 
Board. 

In the first place, a practice, now long-established, 
has grown up of modifying the share capital of 
companies for reasons which are sometimes not very 
clearly explained but which are often given as being 
‘bringing the issued capital into line with the value of 
the assets’. It is unnecessary for me to point out that 
what is in effect a simple journal entry has led to a 
very large amount of paper work, to a number of 
committee discussions, to statutory controls, and not 
least to a very great deal of quarrelling and dispute. 
The simplest way to avoid this appears to be to drop 
the whole process and make the issue of ‘bonus 
shares’, so-called, unnecessary by the universal 
adoption of no par value shares. 

_ From the point of view of the record one source of 
company finance is the capital originally subscribed 
and in a sources and disposals statement it is the 
original capital subscribed in cash or in kind which 
should be shown. If no way can be found of averting 
the difficulties arising out of ‘bonus shares’, then it 
would seem not inappropriate to state these separ- 
ately. | 

^ Whatever difficulties there may be, and most of 
them are synthetic, in the way of understanding the 
share capitalization of companies, they are nothing 
compared with the difficulties of appreciating pro- 
visions and reserves, whether capital or revenue. ‘The 
Companies Act frankly fails rather miserably in its 
attempt (if it is an attempt) to distinguish between 
capital and revenue reserves and even eminent 
accountants have not found the problem entirely free 
from differences of opinion. D 

- In the approach to the layman nothing would be 
lost and much would be gained by dropping the 
word ‘provisions’ altogether, at least in the strictly 
technical sense in which it is used in the Companies 
Act and in accounting circles, Liabilities would be 
stated as such and would be described as actual, 
accrued, or estimated. The only liability which is 
difficult to fit into any of these compartments is that 
for dividends payable in respect of the year of account 
and that could be dealt with straightforwardly by not 
stating whether they are either actual or estimately, 
but merely ‘proposed dividends’. 

As regards ‘reserves’, it would, in my submission, 
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be better to drop the word altogether. In a sources 
and disposals statement it would be convenient to 
refer to these either in simple language as ‘savings’ or 
. in rather more ambiguous terms as ‘retentions’. 
We need not unduly concern ourselves with the 
distinction of savings between capital and revenue 
which, in any case, is not very important. What is 
truly important in this context is the division between 
those savings on the one hand which are essential 
for the maintenance of the company’s business, and 
those on the other which are retained for expansion, 
for dividend equalization, as а matter -of financial 
policy, or because money for dividends is not enough. 
_ In setting aside these amounts it would, I feel, be 

helpful if directors revealed the purpose for which 
necessary savings were retained and if the auditor 
were required to express his opinion upon them. In 
case auditors object to this suggestion it should be 
pointed out that the first of the necessary retentions 
would be that for depreciation, which is clearly 
necessary for the maintenance of the business; 
another would be in respect of expected losses on 
sales of stock stated at cost. The only other important 
reserve of this kind would be that for additional 
depreciation by reference to current costs on the 
amount of which the auditor no doubt would be 
capable of forming an opinion if it were required of 
him. 


The separation of amounts necessarily retained in 
this way leaves all other savings frankly as represent- 
ing amounts available for dividend, though it might 
perhaps be useful to show separately those which are 
available only for capital dividend. I do not suggest, 
however, that any unnecessary detail should be given 


because it is probable that the layman would ђе. 


rather confused.than assisted by our attempts to 
enlighten him in this respect. Broadly, the ‘free 
savings’ after setting aside the dividend, would be 
those additional funds which the shareholder, by 
approving the dividend, is entrusting to his directors 
as additional investment and which he is voluntarily 
sacrificing by accepting the recommended dividend. 

In preference to showing the sources of funds on 
the ‘other side’ of a balance sheet I feel it is helpful 
to present a statement in single column narrative 
form in terms of ‘where the money came from’ and 
‘where the money has been put’. Not only is the 
narrative form more easily understood but it is more 
rapidly read and, furthermore, comparisons with the 
previous year or with some other date are more 
readily made. Indeed, it might be a step towards the 
lay understanding of accounts if the capital (sub- 
scribed and saved) were inserted elsewhere in the 
accounts than on the same page as the ‘disposal of 
funds’. This would tend to discourage adding 
‘reserves’ to cash and thinking of the total of the two 
as available for expenditure, a not uncommon 
practice. · 

А. balance sheet in this form would be serviceable, 
readily understood, and, what is sometimes more 
important, less readily misunderstood. 
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(b) The Profit and Loss Account 

"The theoretical problems involved in a simplification 
of the profit and loss account are much more difficult 
than those arising in the case of the balance sheet. 
Whereas the balance sheet can be a simple statement 
or list of moneys spent, showing the source from which 
the money is derived, the profit and loss account is 
intrinsically a calculation, made in conventional 
terms, in order to arrive at the figure which can be 
described as ‘profit’ or ‘loss’ for the period. It is a 
case in which, if the calculation is to have any serious 
meaning, the definition of the answer is of over- 
whelming importance. It is further a case in which a 
very full understanding of the expressions (both 
verbal and arithmetical) must be achieved if the 
layman is to have a clear insight into the statement. 


‘Profits’. To deal with all such questions in detail 
is a subject vastly beyond the bounds of a short 
paper, but if we cannot immediately agree ón the 
intrinsic meaning of the word ‘profit’ there is at least 
time to suggest that agreement should be sought 
so that the expression can be uniformly defined in 
simple and useful terms. It would, again, be helpful 
in the understanding of accounts if the profit and 
loss account could arrive at no more than one figure 
described as profit. It is not uncommon to see several 
descriptions of profit in published accounts including 
such terms as.'trading profit, ‘gross profit’, ‘net 
profit before tax’, ‘net profit after tax’, ‘available 
profit’, and so on; one of these expressions should be 
selected as being the ‘profit’ and the others should 
be described as what, in fact, they are, balances of one 
kind and another. 


‘Depreciation’. Apart from the general enlighten- 
ment of the laity on the meaning of, and the necessity 
for ‘profit’, there are other expressions, some of 
which involve a considerable amount of explanation 
on which we do not all agree. Of these expressions 
‘depreciation’ is one, and on this subject there is 
certainly room for a clear and unified definition. 
We have not altogether moved out of the era in 
which depreciation was ‘whatever we can afford’ 
and it is by no means exceptional to find business 
men who feel that there is something intrinsically 
good in making charges for depreciation at the highest 
possible rate irrespective of the expectation of life 
of the plant. While this view is not exceptional, 
it is not universal, and there is a growing and wider 
appreciation of what is involved in estimating 
depreciation. Unfortunately, it is still a figure 
regarded by ill-disposed persons as a means of 
concealing profits, and though suspicions of this 
kind are usually ill-founded there may still be 
enough warrant in published accounts here and there 
for the feeling to remain. 

‘Depreciation’ is in any case an awkward expression 
as it is one of those, fairly numerous in accounting 
terminology, to which different meanings are 
attached according to the circumstances, and this 
habit of ours, perhaps more than any other, is 
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confusing to the layman. In relation to fixed assets, 
|‘amortisation’ is preferable, as it conveys more 
closely the accounting concept involved. 


‘Expenses’. As a result, in the main, of the Com- 
panies Act the profit and loss account of many 
companies continues to be a confusing document 
unless it is cleaned up and a quantity of information 
relegated to the notes, which are thereby and to that 
extent expanded. There are no doubt good reasons 
for not disclosing many of the important figures and 
for disclosing some of those which are much less 
important, but to the layman the profit and loss 
account sometimes presents certain expenses as though 
they were all the expenses which had to be met out of 
e sales income. On the other hand, there is a 
tked tendency in the Press to deal with such 
items as though they did not exist at all and to 
refer as ‘profit’ to the largest item they can see on the 
face of the account. It-is difficult indeed to induce a 
different frame of mind in the Preas because, even if 
the ‘balance from trading’, however it may ‘be des- 
cribed, is stated after taking into account all those 
items ‘of expense necessarily disclosed under the 
Companies Act, the Press will ingeniously add them 
back in order to arrive at a figure conforming to their 
conception of profit. 

| While the law remains as it is, there is little to be 
done in the way of clarification. Expansion of the 
information, by way of showing sales income and 
costs of wages and materials and so on, would 
clarify the document at the cost of greater compli- 
cation. 

Fundamentally, the profit available for dividend is 
the amount of greatest interest; if this were properly 
atrived at, no other information ‘above the line’ is 
very valuable, and if omitted it would hardly be 
missed 

The narrative form. To turn again to another aspect 
of the situation, those who have been set the task of 
explaining accounts to the layman may have had the 
experience that the explanation of the narrative 
single column form of account comes very much 
more easily. Such an account should, I believe, be 
universally adopted in the interests ‘of clarity ‘and 
simplicity. Furthermore, comparisons are easier and 
adherence to the requirements of the Companies 
Act in disclosing the treatment of the balance 
available to a holding company is simplified. In 
saying all this I assume that it is normal practice in 
the case of a holding company to present one profit 
and loss account instead of two, as such a course is 
economical in terms of space, an advantage in itself, 
and does not present difficulties of ambiguity from 
reading the wrong account. 


Use of the profit and loss account. The simplification 
of; the profit and loss account has, it would seem, 
been dismissed in too few words but this is largely 
because the form is usually much simpler and the 
broad intention is much clearer than in the balance 
sheet. Such difficulties as there are in terminology 
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and calculation demand a concerted lead from the 
profession which it would be unwise for me to 
attempt to anticipate. 

We may well ask, however, of what use the profit 
and loss account could be to the shareholder. In the 
first place, it should tell him, though it does not 
always very clearly do so, how much is available for 
his dividend and how much of what is available is 
not being distributed and why. This will assist him 
to form a judgment about the likelihood of the con- 
tinuation of his present level of income and what 
expectation there may be of an increase. The separation 
of amounts set aside out of profit between those 
items which are essential to the maintenance of the 
business and those which are over and above such 
amounts would be of material assistance to the share- 
holder, and this separation would, of course, link up 
with a similar separation amongst the ' savings’ shown 
in the balance sheet. 


An indication of efficiency. The profit and loss 
account might, however, also do what can be done to 
show the shareholder whether the business is being 
efficiently administered. In this it is not always a very 
accurate guide because trade conditions may force 
a thoroughly efficient business temporarily into an 
unprofitable position; likewise a thoroughly inefficient 
business may be for a period very profitable. The 
profit and loss account is, however, the only available 
guide and in general the maintenance of a high and 
stable return on capital employed is a strong indica- 
tion of commercial ability and good management. 
The assessment of a return demands rather more than 
the comparison of the amount of profit with the 
figures recorded in the balance sheet as investment in 
the company’s operations, and despite the apparent 
association of enlightenment and simplicity in the 
title of the paper it is a case in which I feel some small 
expansion of the information would be helpful. 

Without embarking on a question which is as yet 
unresolved it is not contentious to suggest that there 
has been, during the past fifteen years, a considerable 
measure of inflation which has resulted in a rate of 
exchange between pre-war and current pounds 
sterling of Ст=/3. The rate of return, by way of 
profit, on balance sheet values may, therefore, be 
misleading and some indication must be given of 
the comparability of the investment with the profit. 
An additional note would in this case be.helpful in 
expressing in a few linea the investment as shown in 
the balance sheet in current terms and stating simply 
and in round figures the percentage which the profit 
for the period bears to the total investment. ЈЕ would 
be presumptuous of me in such company to suggest 
the means by which this could be done, though some 
common basis would, no doubt, have to be estab- 
lished. 


The Law 
At this stage, before going on to a consideration of the 
more active side of financial enlightenment, it may 
be appropriate to state that all that goes before has 
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been put forward with a full appreciation of the fact 
that many of the suggestions will involve changes in 
the law. This fact is irrelevant to consideration of the 
points involved but were it of fundamental import- 
ance it would be helpful to remember that changes in 
laws are frequent and extensive, often with less cause. 


Management Accounts 


While references have been made only to published 
accounts it might not be out of place to suggest that 
consequential adjustments to accounts prepared for 
internal management purposes would be of value, 
especially if the expressions used and the principles 
behind them were universally adopted and endorsed 
by the profession. 

There are still many misconceptions regarding the 

meaning and use of financial figures and it is by no 
means easy for those who work in industry to adopt 
a consistent line on accounting methods when advice 
on matters of opinion is given in different terms by 
different persons. Many accounting methods and 
hypotheses are matters of opinion and consistency is 
at present the only ideal which can be sought. Any 
factor in the situation which tends to hinder the 
establishment of a consistent body of principle and 
method should be eliminated as soon as possible to 
the advantage of all concerned. 
. Although no specific reference haa been made to 
the question of stock valuation, this is one matter to 
which in management accounting a consistent 
approach must be made; it is a matter which is 
particularly important because inconsistency із 
difficult to detect and can only be avoided by a clear 
understanding by business men of the accounting 
principles involved and of the consequences of dis- 
regarding them. 

It is perhaps unnecessary to point out that the 
solution of the question of depreciation and the 
necessity, at least for management purposes, to look 
at all problems in terms of current cost are other 
cases in which a consistent and practical approach is 
essential. . 


, Extending the Use of Accounts 


'The rearrangement and simplification of accounting 
statements is, however, but the first step towards 
gener enlightenment. I venture to suggest that 
many published accounts serve little useful purpose 
t they are consigned either immediately or 
with very little loss of time to the waste-paper-basket. 
Those which are retained for study are, I believe, 
mainly kept because they contain either the chair- 
man’s statement or some other narrative matter which 
is fairly readily understood by the lay shareholder. 
We have, therefore, it seems, two problems, first 
to ensure that published accounts can be understood 
by those to whom they are addressed, and the second 
to make clear to that very large body of the public 
which has so far shown no general interest in 
industrial investment the meaning and purport of 
accounts to which they have access; many companies, 
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for instance, distribute their accounts freely to their 
employees. 

In the first i instance, the contribution of the account- 
ant in simplifying his statements will be of funda- 
mental importance since the interpretation of the 
figures through the medium of the directors’ report 
or the chairman’s statement will be very much 
simplified and will be readily followed by the layman. 
Furthermore, the contribution of the Press will be 
rendered more effective in that the figures with which 
they are dealing will be more solidly based. It would, 
however, be possible to go further in creating an 
interest in and understanding of company accounts 
if the members of the profession were not only willing 
to accept but anxious to seek invitations from lay 
bodies to explain the arrangement and meaniag of 
published figures. This last suggestion is not 
prompted by a desire for advertisement of the pro- 
fession but by a great anxiety that the general body of 
the public should be better acquainted with the 
economic facts relating to industry and commerce. 

Verbal enlightenment. In furthering the interests of 
the national economy, however, it is possible that the 
accountant could make an even greater contribution 
by the explanation of published accounts specifically 
to those who do not yet direct their personal savings, 
if any, into industrial or commercial channels. Many 
companies have, as an aid to good employee relations, 
adopted a policy of financial enlightenment of their 
employees and go to some trouble to ensure that they 
are made aware of the financial position of the com- 
pany, of its activities, and of its profitability. No 
doubt some of those now present will already have 
had considerable experience of making verbal 
explanations of this kind and it would be interesting 
to hear of their experiences. 

It is suggested in many quarters that this form of 
financial enlightenment provides -the accountant 
with an opportunity to make a real contribution to 
the improvement of employee relations and it may not 
be inappropriate in this paper to suggest one or two 
points which are worth bearing in mind if talks are 
to be given on these lines. 

In the first place, it is virtually essential that 
published accounts should be simplified and the 
earlier part of this paper is devoted to this aspect 
of the matter. It is not only necessary that they should 
be simplified but that thor purpose should be clear 
and their contents coherent. 

In the second place, while it may be unnecessary in 
present company to mention it, no financial enlighten- 
ment should have any taint of propaganda. It should 
be factual and demonstrably in line with the published 
figures which bear the directors’ and auditors’ 
signatures. 

In the third place, while explanations on accounts 
are no doubt of value, the opportunity to ask questions 
is probably more highly valued by the audience and 
probably has a greater influence towards the goodwill 
of the employees. It is obviously desirable that 
questions should be intelligent and based on an 
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intelligent understanding of the figures which is 
difficult to achieve in present circumstances. 

| Fourthly, it is suggested that а mass meeting is not 
in this connection so successful as a amaller meeting, 
г not only because of the more intimate and friendly 
atmosphere but because the audience, of whom 
probably none is a practised speaker, are more 
reluctant to ask questions or air their views in a 
| large meeting. An audience of twenty or so is 
| suggested as the ideal 

| Finally, though numerous other points arise, 
; explanations should be given as soon as possible after 
the publication of the accounts. This lessens the 
' time during which it is possible to place the wrong 
| interpretation on the figures. 

Reflection on these aspects of financial enlighten- 
ment may help to prepare members of the profession 
to undertake tasks to which they may be called by 
those mainly responsible for maintaining good 
relations between companies and their employees. 
i This, be it understood, is not the only valuable 
contribution of this kind which accountants can make, 
but it is one on which a start has been made. 
Whatever views may be held on the various aspects 


| The Institute of Municipal Treasurers and 
Accountants’ Examinations 


А total of 721 candidates sat for the examinations of 
ithe Institute of Municipal Treasurers and Account- 
ants held last May, and of these, 32 per cent were 
successful. In Part A of the Final examination, 
'76 candidates (25 per cent) passed, while 61 (45 per 
cent) were successful in Part B. There were 285 
candidates for the Intermediate examination, of 
whom 96 (34 per cent) were successful. 

Prizes will be awarded on the combined results of 
the May examinations and those to be held next 
November. A list of the successful candidates in the 
„о parts of the Final, together with a summary of 
Ithe complete results, appears elsewhere in this issue. 


Trustee Investments: Permitted Range 


The Government have decided that any general 
extension of the powers of investment of trustees 
would not be desirable. Some minor amendments 
to the present list will be made. Certain of the so- 
called permitted investments in the Trustee Act, 
1925, no longer exist. In a written answer in which 
ће rejected the suggestion of a general extension, 
Mr Henry Brooke, the Financial Secretary to the 
Treasury, added that the suggestion of the Nathan 
Committee to include equity stocks and shares in 
ithe permitted range was open to serious objection, 
in that while there were possibilities of capital 
appreciation, there were also possibilities of sub- 
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of simplification and enlightenment which have 
been raised in this paper and the many which have 
not, as a broad judgment it is suggested that there is a 
task to be performed and it is the duty of the pro- 
fession to accept this task. In conclusion, I can add to 
my debt to Sir Ernest Gowers by lifting a quotation 
from The Complete Plain Words, which seems to be 
appropriate to the matter: 

* "He that will write well in any tongue, must 
follow this counsel of Aristotle, to speak as the 
common people do, to think as wise men do; and 
so should every man understand him, and the 
judgment of wise men allow him." ROGER ASCHAM.’ 
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stantial capital loss. The purpose of the permitted 
list was not to offer trustees wide opportunities to 
exercise skill in investment, but to ensure the safety 
of the trust funds, 


Cash Meals Allowance Taxable 


An important income tax test case was decided on 
July 26th when Wynn-Parry, J., allowed the Crown’s 
appeal from a decision of the General Commis- 
sioners exempting from tax part of the moneys paid 
to a local government officer for an evening meal 
when he worked extra hours (Sanderson (Inspector of 
Taxes) 0. Durbridge (The Times, July 27th, 1955)). 

The respondent, a Mr Durbridge, was a senior 
administrative officer who looked after some of the 
Southgate Borough Council’s committees. On occa- 
sions he worked extra hours and because of his 
grading did not receive overtime pay, receiving 
instead a cash meals allowance of 2: 64 for tea ог 
6s for dinner. He contended before the Commis- 
sioners that the allowances were not taxable upon 
him, or, if they were, the money he actually spent on 
restaurant meals ought to be deducted. The Inspector 
contended that the allowances were taxable as рег- 
quisites or profits of Mr Durbridge’s office and that 
they could not be regarded as a proper deduction 
because they were not expenses incurred wholly, 
exclusively and necessarily in the performance of 
his duties. The Commissioners decided that the 
allowances were taxable but that there should be 
deducted as expenses an amount which represented 
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the excess of the restaurant meals over the amount 
which such meals would have cost Mr Durbridge 
if taken at home. . 

His lordship said that Mr Durbridge clearly 
could not be said to be engaged in the performance 
of the duties of his ‘office when he went out during 
the lunch hour to have lunch. Nor could it be said 
that ће could claim in respect of the cost of the 
lunch. His lordship could see no difference in 
principle, having regard to the terms of the employ- 
ment which required him to stay late, between the 
interval for lunch and the interval for tea or dinner. 
He accordingly allowed the Crown’s appeal. 


Charities: Government Statement 


A White Paper! entitled “Government Policy on 
Charitable Trusts in England and Wales’ was issued 
on July 28th. It was the Government’s answer to 
the Report of the Committee on the Law and 
Practice relating to Charitable Trusts (the Nathan 
Report)*, which report was the subject of leading 
articles in our issues of January 3rd, 1953, and August 
"18, 1953. 

In general, the Government have proved to be 
more conservative than the Committee; the more 
revolutionary suggestions of the latter being turned 
down. They regard it as not practical to lay down a 
new statutory definition of charity without making 
a substantial change in the law, and such a change 
is not desired. This decision presumably will also 
hold good for income tax exemption purposes. The 
Government accept the recommendation for com- 
pulsory recording with the Charity Commissioners 
or Ministry of Education of basic details of all 
charities. They reject the idea of imposing a small 
fine on trustees for failure to give information; the 
procedure of committal to prison for contempt is 
preferred. The recommendation to compile central 
classified records is accepted; local records will be 
left to local voluntary organizations. 

It is not accepted that accounts submitted by 
charities should always be audited, nor that there 
should be a standard form of accounts. The Charity 
Commissioners and the Ministry of Education should 
have power to waive the submission of annual 
accounts where occasional scrutiny would suffice. 
As regards the permitted range of trustee investments, 
the Government consider that charities should be 
able to obtain consent from the Charity Commis- 
sioners or the Ministry of Education, as well as from 
the Court, to a widening in the range. Charities should 
have power to acquire freehold (but not leasehold) 
land without consent. 

It is proposed that the Home Secretary should 
represent the Charity Commissioners in Parliament 
and in the Government, and that solicitors, as well 
as barristers, should be eligible for appointment as 
Commissioners. On the difficult problem of dis- 


1 Cmd. 9538. H.M.S.O. да net. 
* Ста. 8710. НМ:5.0. 6s 6d net. 
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‘tinguishing between ‘plain charities’ and ‘mixed 


charities’, it is proposed that the law be amended 
so that any property of a charity which the trustees 
on their own motion can apply as income would be 
excepted from the jurisdiction of the Charity Com- 
missioners or the Minister of Education. General 
revision of the statute law relating to charities will 
apparently be deferred until related matters have 
been considered. 


No Tax Exemption for Foreign Charities 
Section 447 (1) (b) confers certain tax exemptions on 
'any body of persons or trust established for charitable 
purposes only’. On the strength of the corresponding 
provision (Section 37 (1) ()) in the Income Тах Act, 
1918, the Camille and Henry Dreyfus Foundation 
Inc claimed exemption in respect of certain patent 
royalties paid to it by ер Celanese Ltd. The 
Foundation was incorporated in the United States 
of America, where its directors, all American citizens, 
were resident. The Crown resisted the claim on the 
grounds (a) that the Foundation was not established 
for charitable p es only, and (6) that the exemption 
applied only to the income of charities established in 
the United Kingdom. The Special Commissioners 
rejected (a) but accepted (b), and this decision, after 
being affirmed in the High Court and in the Court of 
ЕР has now been upheld by the House of Lords 

Camille and Henry Dr Foundation Inc v. 
CIR (The Times, July 29th, 1955).) It was held 
that the phrase quoted above, by its use of the word 
‘trust’, which is a conception in origin peculiar to 
British law, implies that the body of persons and the 
trust in question must be subject to the jurisdiction 
of British Courts. Moreover, the particular provision 
under which the claim was made is sandwiched 
among other exempting provisions which clearly 
contemplate a teria restriction. Finally, it was 
pointed out that the section has always been regarded 
as not extending to bodies established in Eire after 
that country ceased to form part of the United 
Kingdom. 


Isolated Transaction as a Trade 


Àn important decision was made by the House of 
Lords on July 25th, in Edwards (Inspector of Taxes) v. 
Bairstow and Harrison (The Times, July 26th). 

The respondents, who were respectively a director 
of a leather manufacturing company and an employee 
of a cotton-spinning firm, purchased a complete 
cotton-spinning plant in 1946 with the object of 
selling it as quickly as possible at a profit. They hoped 
to sell it in one lot, but ultimately had to dispose of it 
in five separate lots over the period from November 
1946 to February 1948. They appealed to the General 
Commissioners against income tax assessments made 
under Case I of Schedule D on their profits for the 
tax years 1946-47 and 1947-48. The General Com- 
missioners found that the transaction was an isolated. 
case and not taxable, and they discharged the assess- 
ments. The Crown appealed and Upjohn, J., remitted 
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the case to the General Commissioners to hear legal 
argument and to decide whether the transaction was 
or was not an adventure in the nature of trade. The 
; Crown did not appeal against this. When the case 
came before them again the General Commissioners 
i decided that the transaction was not an adventure in 


| иће nature of trade. The Crown's appeal now came 





Ђејоге Wynn-Parry, J., who agreed with Upjohn, J., 
that the case was a pure question of fact. He rejected 
ithe Crown's argument that the Commissioners’ 
idecision was so wholly perverse that no reasonable 
iman could have arrived at it, and he accordingly 
dismissed the Crown's appeal. 
| The Court of Appeal unanimously affirmed the 
decision of Wynn-Parry, J., on the grounds that the 
Court was bound by authority to hold that the 
question was one of pure fact. The Court pointed out, 
however, that in Scotland similar questions had been 
treated as mixed questions of fact and law, which it 
open to the Court of Session to review. For 
instance, in C.I.R. о. Fraser (21 A.T.C. 223; 24 Т.С. 
498), which concerned a speculation in a quantity of 
onded whisky, the Court of Session reversed a 
Hecision by the General Commissioners that no trade 
ог adventure in the nature of trade had been carried 
a In view of this divergence of the law in England 
and Scotland, the Crown was given leave to appeal 
to the House of Lords. 
| Giving judgment, Viscount Simonds held that 
whichever view of the law prevailed, the same result 
was reached in the present case; the determination of 
the General Commissioners could not stand. A pure 
finding of fact could be set aside if the Commissioners 
acted without any evidence or on a view of the facts 
which could not reasonably be entertained. Here the 
P i facts set out in the case stated did not justify 
the inference or conclusion of the Commissioners. 
Lord Radcliffe, concurring, said he did not think 
that inferences drawn from other facts were incapable 
of being themselves findings of fact, although there 
was value in the distinction between primary facts 
and inferences drawn from them. It was the Court’s 
duty to examine the Commissioners’ determination 





having regard to its knowledge of the relevant law. 


' Dealing with the apparent divergence between the 
English and the Scottish Courts, Viscount Simonds 
said that the finding that the transaction was not an 
adventure in the nature of trade was no more than an 
inference from the facts previously found. It was a 
question of law, not of fact, what were the character- 
istics of an adventure in the nature of trade within 
the meaning of the Income Тах Act, іе. in other 
words, what the statutory language meant. It followed 
that the inference could only be regarded as an 
inference of fact if it was assumed that the tribunal 
(iie. the Appeal Commissioners) which made it were 
rightly directed in law what the characteristics were, 
and that was the assumption that was made. If, and 
in so far as there was any divergence between the 
English and Scottish approach, it was the English 
approach which was supported by authority. There 





| a 


THE ACCOUNTANT 


163 


will be applications of the principle in many other 
cases where there are findings of primary facts with 
inferences drawn from them. 


Interest Rates and Building Societies 


The decision to increase interest rates announced 
last week by building societies has come as no 
surprise. Since December there has been a general 
trend towards an increase in the return to be ob- 
tained from gilt-edged stocks consequent on their 
falling market prices. For some time now there has 
been a shortage of funds available for house purchase 
and for this reason building societies have had to be 
highly discriminating in making loans for house 
purchase. During the past few months the interest 
rates offered to investors have become increasingly 
out of line with yields offered by other forms of 
investment and withdrawals have been heavy. 
Figures published by Alliance Building Society show 
that although receipts from investors during the six 
months to June 3oth are up on the previous six 
months by nearly 15 per cent, withdrawals have 
increased by 38 per cent. This must obviously be 
corrected quickly if the large demand for new loans 
for house purchase is to be met, As the Government 
have decided not to reduce investment in housing, a 
shortage of funds available to building societies 
would effectively reduce demand for houses or 
transfer the demand for loans on to the public 
sector of the economy. А 

The rates of interest payable on new investments, 
and in some cases on existing investments as well, 
are generally to be raised to 3 per cent per annum 
for paid-up shares and to 2} per cent for deposits. 
Charges to owner-occupiers will be increased to 
between 5 and 54 per cent; in this respect it will be of 
considerable interest to see whether the rates offered 
by local authorities are raised in proportion. 


Inflation Curbs in the United States 


The rate of credit expansion in the United States is 
beginning to create anxiety in official quarters. 
Consumer buying is 6 to то per cent higher than a 
year ago, and in the first six months of this year 
loans to business by commercial banks increased 
faster - by more than 2,000 million dollars ~ than 
in the first half of any year since the end of the 
Second World War. During the same period bank 
loans to consumers have risen by 1,000 million 
dollars and real estate loans by 300 million dollars. 
The Comptroller of the Currency has written to the 
4,800 national ‘banks and the Federal Reserve 
Board to the 1,900 state banks notifying them that 
their examiners would keep watch on loans to 
consumers, and indicating that such loans should be 
on a sound business basis. It is pointed out that, 
although consumer credit played a useful part in 
the economy by facilitating the distribution of 
consumer durable goods, down-payments accepted 
have been reduced to a level "lower than had pre- 
viously been considered standard’, 
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FINANCE AND COMMERCE 


Stock-markets are at present torn between the hard 
facts of the Chancellors new anti-inflationary 
measures and the effect on general sentiment of the 
marked easing of international tension. The under- 
tone of the market remains firm although business is 
light. 
| Renold Chains 

An interesting point in the partial reprint of the 
accounts of Renold Chains Ltd, is the handling of the 
two capital reserves, one for equipment and the other 
for re-equipment. The equipment reserve is the 
accumulation of transfers from the re-equipment 
reserve, representing the retained profit that has been 
used in replacing assets to cover the excess of replace- 
ment cost over the cumulative depreciation of the 
assets replaced. 

The system is based on the directors’ view that the 

aggregate of cumulative depreciation and re-equip- 
ment reserve should equal what the cumulative depre- 
ciation would have been if all equipment existing at 
balance sheet date had been acquired at prices ruling 
during the year. 
' The published index on which the calculations for 
this reserve have been based has been revised, and to 
disclose the extent of the inflation during the year, 
the revised index has been applied to the reserve at 
opening date. A surplus of £776,500 is shown which 
has been transferred to the reserve for equalization of 
taxation. 

At closing date, the necessary addition to the 
re-equipment reserve is £156,000, which is transferred 
from the year's profit after providing for taxation 
thereon in accordance with the principle that pro- 
vision for the maintenance of manufacturing potential 
should be made out of the proceeds of manufacturing 
operations, 

Тће directors add that, subject to changing con- 
ditions, they are still of the opinion that the re-equip- 
ment reserve should continue to be classified as a 
capital reserve. 

The accounts as issued are very extensive: Renold 
Chains profit and loss and balance sheet; the con- 
solidation with British and Dominion subsidiaries; and 
the separate consolidation of the French subsidiaries. 

А minor point is the insertion of the date of issue 
of the accounts (July 12th). It is often useful to know 
when accounts are issued, as well as the date they are 
made up to. 


Elizabeth Shaw 


Somewhere in the story of Elizabeth Shaw (Holdings) 
Ltd, there is an object lesson – maybe more than one. 
The company suddenly became top-line news in June 
when it announced its inability to meet the half-year's 
dividend on the £50,000 of 7 per cent cumulative 
redeemable preference owing to severe losses in the 
first five months of 1955. On directors' profit estimates 
the dividend was covered fourteen times. It was only 


eight months previously that the public came into the 
business through a stock exchange placing which 
priced the 5s ordinary shares at 125 at the end of the 
m day of dealings. 
he company was formed in August 1954 to bri 

together the chocolate and sugar са Нове 
making businesses of Elizabeth Shaw and Helm 
Chocolate. These were taken over from October rst, 
pre-acquisition profits becoming capital and therefore 
not available for distribution. The promoters, how- 
ever, felt justified in putting the prospective ordinary 
dividend on {£100,000 at the rate of 18 per cent for 
the period from October 1st to December 31st. With 
the public launching of the shares, Mr Gordon 
Heynes, C.A., joined the company as chairman. 

What happened to the company is told by the 
board in the letter to shareholders announcing the 
non-payment of the preference dividend, and in the 
further explanations of the chairman at a subsequent 
extraordinary meeting called for the purpose. 


Trade Set-back 


There was, Mr Heynes assured shareholders, no 
indication of a trade set-back until the end of 1954. 
Then it was noticed that the Elizabeth Shaw high- 
class chocolate goods section was feeling increasing 
sales resistance from customers and competition from 
other manufacturers. Other makers of similar 
classed goods, he says, had the same experience. 
After a while, it became evident that the pattern of 
trade had changed. The company found itself com- 
mitted to fixed outgoings in the form of two com- 
paratively large factories, a national sales and distri- 
bution force (selling is direct to retailer), and 
concomitant overheads. 

- Action taken included a development of the sugar 
confectionery side, a concentration of production, 
and a pruning of the organization, the results of which 
will be shown in the first accounts for fifteen months 
to December 3181 next. 

One thing the combined undertaking lacked, as 
Mr Heynes admitted at the meeting: the system that 
would have provided the management statistics so 
vitally necessary when things go wrong in business. 

Accountants frequently handle the figures of 
rapidly-expanded businesses, like Elizabeth Shaw 
chocolates, which have outgrown their accounting 
and costing systems. The moral, here at least, is 
obvious. Apart from any other considerations, the 
situation needs figures. What is a ‘severe loss’? 


Money Market 
Applications for Treasury Bills on July 29th totalled. 
£344,205,000 and the market obtained 60 per cent 
of requirements at а maiftained bid of £99 os 24. 
The average discount rate was £3 195 5:084 per cent 
and this week's offer is £240 million. 
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i Part Ц | 
RENOLD CHAINS LIMITED AND BRITISH AND DOMINION SUBSIDIARIES 
| Consolidated Profit and Loss Account for the Financial Year ended April 3rd, 1955 
1953-54 
£ Profit on Trading for the Year exclusive of Profits attributable со Minority interests in Sub- £ £ £ 
sidiaries but after taking account of the Items mentioned below and exclusive of the results of the 
, 615,575 Canadian п Company which became a Subsidiary on January 1st, 195: 1,106,958 
| Directors’ and Past ај Emoluments as shown i it Holding ‘Company’ s Profit and 
| £44,241 Loss Account .. i В > 4 2 96181207 
£185,325 Depreciation and Amortisation of Properties and Equipment (excluding Land) .. ee "18,288 
| DIVIDENDS RECEIVED FROM SUBSIDIARIES not а ува a (nduding £12,460—£19,960 rellef 
45,204 agalnst United Kingdom Taxation In respect of Foreign and зх) n^ Е Su 30,689 
| 660,879 Profit for the Year Subject to Taxation D $a s E m Pu ES e 45 1,137,647 
Deduct Taxation based thereon: 
і 75,000 Profits Тах . m m $8 oe e va v PES m В 88,750 
280,689 Income Tax 449,665 
(which includes the Reserve of £405, 327 (ог Income Tax 1953-56 244965 for 1984-55) 
. 34,500 Transfer to Future Taxation – Reserve for Equalization of Taxation. . B .. 3,000 
390,189 — — — 541,415 
l 270,690 у 596,232 
, 149,000 Transfer to Re-equipment Reserve e Vs e M Ds бж ae at 156,000 
! [21,690 Net Balance of Avallable Profit for the Year Vs ín v t2 is oe fia $5 ~ 440,232 
13,844 Adjustments of Taxation for previous years mm js ans ns m Ys == 
197,001 Unappropriated Profits of previous years shown In last account — .. a s "m m .. 228,656 
| 332,535 Available for Disposal n NM та 668,888 
| APPROPRIATIONS : a shown in Holding Company’ s Profit and Loss Account 
| — То General Reserves ew na ВЯ «s aa . s 200,000 
155,242 To Dividends .. oe .. oe 55 .. ae .. m s. .. ae i 180,989 
| 155,242 — —— ; 380,989 
177,293 287,899 
UNDISTRIBUTED PROFITS OF CANADIAN SUBSIDIARY AT DECEMBER 3ist, 1953, applicable: to es Holding 
51,363 Company, less pre-acquisition profits as ae n А s M oe = 
«228,656 Total Unapproprlated Profits as shown on Balance Sheet* > ла se + Bie pee, Ма £287,899 
Part И (continued) 
: SCHEDULE Ш 
March 28th, 1954 PROPERTIES AND EQUIPMENT | April 3rd, 1955 
Cumulative Cumulative 
Depreciation Depreciation 
and Original Original and 
Amortisation Cost st Amortisation 
£ £ £ Land and Виша. Ё Ё £ 
533,825 190,189 724,014 Freehold .. a a vd E .. m 77 .. 733753 209,060 524,693 
329,833 7,892 337,725 Leasehold . a АА E TEL we 5 os .. 458,596 6,333 452,263 
863,658 198,081 1,061,739 1,192,349 215,393 976,956 
1,514,169 678,029 2,192,198 Plant and Machinery oe tes Si M Е in .. 2,333,789 767,574 1,566,215 
ı 140,571 72,143 212,714 Durable Tools 46 m PN cay К ја i4 ss 220,848 76,973 143,875 
697,295 283,818 981,113 Furniture and Equipment . vi 23 ss i БА es .. 1,188,470 33405» _ 864211 
£3,215,693 £1,232,071 £4,447,764 Total per Balance Sheet .. A РЯ ПЕ vy ey «x .. £4,935,456 ЕІ 1,384,199 £3,551,257 
| 
SCHEDULE (У 
1953-54 MOVEMENTS ON CAPITAL RESERVES 1954-55 
British and British and 
Dominion Dominion 
Group Subsidiaries R.C. Ltd i · К.С. Ltd = Subsidiaries Group 
£ £ CAPITAL RESERVES | i £ £ £ 
£188,242 ё — £188,242 Equipment Reserve as detailed in Schedule 11% . РА T die .. £239,742 £ — £239,742 
3 £ Ё Re-equipment Reserve: £ £ £ 
1,091,121 1,21 1,090,000 ` Balance at commencement of xs is A vs oe 0. 1,136,500 1,021 1,137,621 
Transferred to Reserve for Equalization of Taxation, belng surplus to 
= ы — requirements as estimated on the basis of revised price Index .. m 76,500 — 76,500 
1,091,121 1,121 1,090,000 1,060,000 1,21 1,061,121 
Transferred from Profit and Loss Account, being на reguired In 
149,000 — 149,000 the year me б а vs 156,000 — 156,000 
Ql M — e ——— v ——— . 
1,240,121 112! 1,239,000 1,216,000 1,121 1,217,121 
[02,500 — 102,500 Transferred to Equipment Reserve .. Pa d ate E^ a 51,500 — 
#1,137,621 £1,121  £1,136,500 Total is ae 2 vi .. £1,164,500 £1,121 £1,165,621 
| £ Reserve arising on Consolidation: £ 
== e Balance at commencement of year m .. 121,276 
[21,276 Increase during year arising from Purchase of additional shares In Canadian Subsldlary vx vs 3,324 
£121,276 Total |... и... £124,600 





[* Not reproduced. — Editor.] 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Costing System: Manufacturing Chemists 
Sir, - I thank Mr B. Bennett of Nunthorpe for his very 
constructive help in his letter in your July 23rd issue. 

І have now digested the gist of his suggested system, 
but would like to ask what he considers the best 
method of obtaining batch labour records. It is 
difficult to book time to each batch where, say, seven 
men are engaged on preparing, say, four different 
types of product. The process of weighing the com- 
ponent materials, pouring, mixing and heating, 
controlling the temperature, and pouring off into con- 
tainers is complicated when it comes to a man filling 
in a time-sheet giving time spent on each batch. If 
he is given a batch number for each batch and records 
his time on a communal time-sheet ~ that is, shared 
by other men – accuracy will not be obtained. If 
the charge-hand or foreman records the time of all 
his staff, he cannot follow them around with a watch 
seeing which batch they book onto and off! We cannot 
use time-clocks against each machine unless we pay 
all users thereof the same rate, for it will only give 
us the total hours booked, and not the individuals. 
We cannot very well control idle time with time- 
clocks anyhow – they are open to much abuse unless 
a timekeeper is used with each. When сотрагіп. 
the cost of labour per unit with the standard, we shall 
come mightily unstuck if we cannot guarantee very 
accurate recording. 

There is no doubt that we shall suffer much 
на in the manufacture of these chemicals, 
and a marginal error of 2d lon would be 
disastrous! ind nU 

And, even if Mr Bennett cannot help further, 
І should again like to express my appreciation. 

Yours fai y, 
INDUSTRIAL. 


Professional Partnerships 
Sir, – I have just had occasion to refer to the article 
by Mr R. Buchanan-Dunlop in The Accountant of 
June 25th last and there is a small point in it which I 
have not understood clearly. 

The point arises in the last sentence of the series 
of paragraphs under heading 'Agreements between 
relatives! and reads as follows: 

‘In any event, the surviving partners will usually, 
after the partner's death; incorporate their unen- 
forceable obligation in ап enforceable agreement, 
for unless their obligation is then enforceable, they 
will not be able to deduct the payments made to the 
dependants from their income for the purposes of 
surtax.' 

In drafting some partnership articles it is intended 
that no payment shall be made to a deceased partner's 
personal representatives or to a retiring partner in 
respect of goodwill, but that the outgoing (whether 
by death or retirement) partner's share in goodwill 


~ 


shall accrue automatically to the continuing partners 
and the continuing partners shall covenant to pay an 
annuity to the outgoing partner during his life, and 
after his death to his widow. 

From the sentence in Mr Buchanan-Dunlop’s 
article which we have quoted it appears that the 
annuity to the widow would not be a charge against 
profits for income tax purposes, on the ground that 
it is not enforceable by the widow, she not being 
party to the covenant. We should have thought with 
respect, however, that the covenant being enforceable 
by the (by then) deceased partner’s personal repre- 
sentatives, the obligation to pay the annuity to the 
widow would have been enforceable to the extent of 
being a proper charge against profits for tax purposes. 

It is apprehended that the only remedy available 
for е of a covenant to pay ап annuity is damages 
and that the damages which could be awarded to: a 
personal representative in such circumstances would 
be nominal only, since the damage would not have 
been suffered by them but by the widow. Does this in 
Mr Buchanan-Dunlop’s view adversely affect the 
enforceability of the covenant to pay the widow’s 
annuity, or is there some other aspect of the matter 
which has escaped me? Yours faithfully, 

SOLICITOR. 

[Mr Buchanan-Dunlop writes: The agreement to 
pay the annuity is unenforceable by the widow, and 
the personal representatives cannot, it is generally 
considered, enforce its payment by obtaining an order 
for specific performance of the agreement to pay it. 
In the result, there is no enforceable obligation on the 
continuing partners to pay the annuity and therefor, 
in strict law, the Revenue could refuse to allow it as a 
charge against the partnership profits. In practice, 
however, the Revenue do sometimes allow such a 
payment as a deduction but it would be unwise to 
rely on this, and the continuing partnera usually 
enter into a new agreement with the widow.] 


Keeping The Score 

Sir,~ The accountant’s search for accuracy, and 
indeed his very interpretation of the word, often 
baffles the layman’s less searching and more trans- 
parent view of events. But, however erudite the 
Chartered Accountants’ scorer may have been at 
the Richmond Club ground on July 2oth (match 
reported in the issue of July 3oth) and however 
diligent may have been his insistence upon accuracy 
in the score sheet, the number one batsman of his 
side was not out ‘played on b. Morton’; he was 
just plain straightforward ‘bowled’. 

‘Played on’ may possibly give a true and fair 
view of the state of the batsman's affairs at the end of 
his innings but in the cricket equivalent of the 
Companies Act, Mr Lowe was conclusively bowled. 
Subject to this.... Yours faithfully, 

London, EC2. CHARLES E. PRITCHARD. 
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NOTES AND NOTICES 


Personal 


Messrs WanMsLEY, НЕМЗНАМ, & Co, Chartered 
Accountants, of 29 Eastgate Row North, Chester, 
announce that they have taken into partnership Mr J. 
ELLIs Evans, F.C.&, who has previously been in 
practice under the style of Messrs James Topp & 
ADAMS, Chartered Accountants, at 301 Old Bank 
Buildings, Chester. Mr К. Н. PAYNE, A.C.A., who has 
been with the firm for a number of years, has also 
been taken into partnership. The name of the firm 
will remain unchanged. 

Messrs J. Georrrey НАМЕ, & Co, Chartered 
Accountants, announce that they have removed their 
offices from Victoria Chambers, Bowlalley Lane, 
Kingston upon Hull, to Parliament House, Parlia- 
ment Street, Kingston upon Hull. 

Messrs CRAIG, Son & Lermit, Chartered Account- 
ants, announce that their address has been changed 
to 2-3 Warwick Court, Gray's Inn, London, WCr. 
"Telephone: Chancery 2581. 

Messrs Liracow, Netson & Co, Incorporated 
Accountants, of London, Liverpool and Southport, 
announce that as from August 2nd, 1955, they have 
taken into partnership Mr FRANK CROXSON, A.8.A.A., 
who has for some years been a member of their 
London staff. 


Professional Note 


Mr Walter Newell, asa, has been appointed 
secretary of Hawker Siddeley Group Ltd. The 
position as secretary of Armstrong Siddeley Develop- 
ment Co Ltd, which he has relinquished, has been 
filled by Mr D. E. Haynes, А.А.С.С.А., A.C.LS. 


Obituary 
PERCY BLACKBURNE WHITE, F.C.A. 


We have learned with regret of the death of Mr Percy 
Blackburne White, F.C.4., senior partner in the firm 
of Edmund D. White & Sons, Chartered Accountants, 
of Liverpool. - 

Mr White, who was aged 76, was admitted an 
Associate of the Institute in 1901 and elected a Fellow 
in 1909. He was a past President of the Liverpool 
Society of Chartered Accountants. 


Chartered Accountant Member of 
Committee of Inquiry 


Mr A. В. Waring, А.С.А., joint managing director of 
Joseph Lucas Ltd, of Birmingham, is one of a com- 
mittee of five members appointed by the Minister of 
Labour to inquire into the working of the Dock 
Labour Scheme. The committee will advise what 
alterations, if any, should be made in the terms of the 
Scheme. | 


World Health Organization 
Honour For INCORPORATED ACCOUNTANT 


After consultation with the British Government, the 
World Health Organization has honoured Captain 
J. E. Stone, с.в.Е., M.C., Е.Б.А.А., director of the 
Division of Hospital Facilities and consultant on 
hospital finance to King Edward’s Hospital Fund for 
London, with an invitation to serve for a period of 
five years as a member of the Expert Advisory Panel 
on Organization of Medical Care. 

Captain Stone is a member of the Ministry of 
Health’s working party on hospital costing and of its 
committee on the purchase of hospital supplies. 
At the Congress of the Brazilian Hospital Associa- 
tion held in Rio de Janeiro in July, which he 
attended as the guest of the Federal Government of 
Brazil, he was made an honorary member of the 
Association, the first occasion on which a hospital 
officer outside the Americas has been so elected. 


Trust to Administer British Estate of 
the late Mr Gulbenkian 

Sir John Morison, C.4., senior partner in the firm of 
‘Thomson, McLintock & Co, Chartered Accountants, 
is chairman of the St Sarkis Charitable and Religious 
Trust formed to administer the major part of the 
estate in Britain of the late Mr Calouste Gulbenkian. 

It is believed that the shares in the estate amount 
to between £300,000 and £400,000, the bulk of which 
is liable to death duties as Mr Gulbenkian died a year 
before the Trust had been established. The Trust 
has no connection with the Gulbenkian Foundation, 
details of which were announced recently. 

Sir John Morison is chairman of the Iron and Steel 
Holding and Realization Agency. 


In Parliament 
POST-WAR CREDITS 
Mr LancrorD-Hoxit asked the Chancellor of the 
Exchequer, at the present rate of repayment, by what 
year he expects post-war credits will be fully repaid. 
Mr Bort er: Substantially by 1985. 
Hansard, July 19th, 1955. Written Answers. Col. 19. 


Post-War CREDITS 

Mr J. Howarn asked the Chancellor of the Exchequer 
if he will issue a notice making it clear that -women 
inheriting post-war credits are entitled to repayment 
of those credits either on reaching their sixtieth 
birthday or on the sixty-fifth birthday of a deceased 
male holder of those credits, whichever date is the 
earlier. . | 

Mr R. А. BurLER: I welcome this opportunity of 
again drawing attention to the fact that payment of a 
deceased person's post-war credits can be claimed 
when the original holder would have been 65 if a 
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man, or 6o if a woman, or when the present holder 
reaches 65 if a man, or бо if a woman, whichever is 
the earlier. Wide publicity was given to this matter 
when last year's Finance Bill became law, and I hope 
that this question and answer will serve to remind those 
concerned of the position. Àn explanatory leaflet and 
form of claim are available at all tax and post offices. 


Hansard, July 21st, 1955. Written Answers. Col. 64. 


INCOME Tax: ALLOWANCES AND RELIEFS 


Sir A. Bossom asked the Chancellor of the Exchequer 
if he will give consideration in his next pune to 
providing income tax relief on a graduated scale for 
small profit earners pe as it applies to 
farmers on small holdin: 

Мг К, A. BurLER: The ; system of personal allow- 
ances and reduced rate reliefs applies to all individuals 
and I could not see my way to discriminate in favour 
of this special class. 


Hansard, July 26th, 1955. Written Answers. Col. 120. 


PROFITS AND INCOME TAXATION: 
ROYAL CoMMISSION’s RECOMMENDATIONS 


Mr С. Tomas asked the Chancellor of the Exchequer 
whether he has now considered the report of the 
Royal Commissionon the Taxation of Profits and 
Income, with special reference to the amendment of 
Schedule E, concerning the allowance for deductible 
purposes of expenditure reasonably incurred for the 
appropriate performance of the duties of the office or 
employment; and whether he will make a statement. 

Mr К. A. BurLER: This, along with the Royal 
Commission’s other recommendations, will be con- 
sidered before next year’s Finance Bill. 


Hansard, July 26th, 1955. Written Answers. Col. 121. 


INCOME Tax ALLOWANCES: HOUSEKEEPERS 


Major Hicks BEACH asked the Chancellor of the 
Exchequer if, when considering his next year's 
Budget proposals, he will bear in mind the financial 
hardship which is suffered by a married man who has 
to have a housekeeper to look after his invalid wife 
and receives no tax relief for the payments made, and 
if he will take steps to relieve this hardship. 

Mr Н. Вкооке: The Royal Commission on the 
Taxation of Profits and Income made certain recom- 
mendations for relief from tax for persons who are 
totally disabled. These matters will be considered 
before next year’s Finance Bill, together with the 
Royal Commission’s other recommendations. 
Hansard, July 28th, 1955. Written Answers, Col. 173. 


Moron-Cans: INITIAL ALLOWANCE 

Mr Jay asked the Chancellor of the Exchequer what 
proportion of the cars sold in the home market in the 
most recent year attracted the income tax initial 
allowance; and whether he will now withdraw the 
initial allowance from passenger cars. 

Mr Н. Ввооке: The information asked for in the 
first part of the question is not available. The 
proposal in the second part of the question would 
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require legislation, and the appropriate occasion for 
considering it would be the Finance Bill. 


Hansard, July 28th, 1955. Oral Answers. Col. 1346. 


The Accountants’ Christian Fellowship 


The Accountants’ Christian Fellowship was formed 
in November 1953 with the object of promoting 
fellowship among Christians preparing for and engaged 
in accountancy and by so doing to seek to extend the 
Kingdom of God. The basis of the Fellowship is the 
oc tance of the principles of the Christian faith as 

ught in the Scriptures, particularly a personal trust 
m our Lord and Saviour, Jesus Christ. 

Membership is open to all accountants and 
accountancy students. At the present time there are 
about three hundred members and the number is 
increasing. The Fellowship will welcome as members 
all those who love our Lord and Saviour, Jesus Christ, 
in sincerity and in truth and who desire to gi 
expression to their faith within the sphere of their 
business life. 

Monthly meetings to hear speakers have been 
arranged throughout the winter 1955-56. ‘These 
meetings will be followed by discussion meetings for 
students. A monthly meeting for Bible study and 
prayer is held throughout the year. À detailed pro- 
gramme will shortly be available. 

Accountants wishing to join the Fellowship should 
write to the Hon. Secretary, Mr N. Bruce Jones, C.A., 
7A Princes Rise, Lewisham, SE13. 


Acrostic for Accountants 
The solution appears on another page 


UPRIGHTS 
The modern сиге for inefficiency] 
No bounds now stem our productivityll 
A panacea unfailing here behold! 
The technique’s truly worth its weight in роја | 


Ілонтѕ 
(1) You'd bring the ledger up to date? Then, please, 
-Begin by posting every one of these. — 
(2) Accountants’ figures, neatly placed in line, 
Will nearly always follow this design. 
(3) o paper currency affords small cheer 
whose interest is noted here. 
(4) One letter centrally will trouble name, 
Or, briefly put, it's very much the same. 
(5) Consolidatel Prepare accounts like еве! 
(But still more care’s required with q’s and p’s. 
(6) This was the title Keats’s poem took, 
And later answered for Disraeli’s book. 
(7) Examination lists are closely scanned, 
Certificates of this deserve a hand. 
(8) An extra word: outside a book is linked. 
The whole you'll find remarkably succinct. 
(9) This scholar’s brain was kindled by a fall 
Of fruit. He ruled the Royal Mint withal. 
(то) The end is nigh. "Тіз fit, the final clue 
Proclaims the close. Good luck to all of youl 
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South Wales and Monmouthshire Society of 
Chartered Accountants 


At the recent annual meeting of the South Wales and 
Monmouthshire Society of Chartered Accountants 
the following officers were elected for 1955~56: 

President: Mr Н. W. Vaughan, F.c.a. (Swansea.) 

Vice-President: Mr Donald Т. Owen, F.c.4. (Carmarthen.) 

Hon. Librarian: Mr L. V. West, F.C.A. (Cardiff.) 

Hon. Auditor: Mr W. J. James, F.C.A. (Brecon.) 

Hon. Secretary and Treasurer: Mr Colin Montgomery 
Williams, F.C.4., ІІ and 12 Wind Street, Swansea. 

The following members of the Committee, who 
retired by rotation, were re-elected: 

Messrs С. R. Daniel, в.с.л., Eric S. Foden, F.c.a., С. 
Gordon Jolliffe, r.c.a., Arthur Н 
Pickard, F.c.a., B. Rowe, ¥.c.a., and Colin Montgomery 
Williams, F.C.A. 


The Birmingham Chartered Accountant 
Students’ Society 


Membership of the Birmingham Chartered Account- 
ant Students’ Society now totals 1,161, an increase 
of 63 on the total of 1,098 for 1954. 

The report of the committee for the year ended 
April do presented at the Society's seventy-second 

meeting on July 15th, also records an active 
year in which a number of lectures and debates were 
held and visits made to industrial firms, a neighbouring 
colliery and the Birmingham Stock Exchange. 

The fifth residential course at Ashorne Hill was 
attended by 104 students and was again very success- 
ful, as were the Saturday morning lectures arranged 
by the Joint Lecture Committee. Among the social 
functions were two dances and the annual dinner at 
The Grand Hotel. А number of cricket, rugby foot- 
ball, hockey and tennis matches were also played. 

The Coventry Area Branch organized a series of 
lecture meetings during the season, and also saw a 
flm and held two discussion meetings with other 
students' societies. 

The Wolverhampton Area Branch also held a 
number of meetings, and visits were arranged to 
Phoenix Glass Ltd and to a local newspaper. 

The Hereford group organized a course of lectures 
at the Hereford College of Further Education, 
covering a wide field of accounting subjects. 

The officers of the Society for the ensuing year 
have been elected as follows: 


President: Mr R. B. Dixon, ¥.c.a. 

Vice-President: Мт P. Т. Neal, Р.С.А. 

Hon. Secretary: Mr M. D. Stirling, Chartered Account- 
ants' Library, 71 Edmund Street, Birmingham, 3. 

Hon. Assistant Secretary: Mr ERE G. Mayers. 

Hon. Treasurer: Mr C. H. B 

Hon. Librarian: Mr R. M. se 
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Professional Classes Aid Council 

The annual report of the Professional Classes Aid 
Council for the year 1954-55 presented by the 
Chairman, Lady Cynthia Colville, at the recent 
annual meeting, records that the Council commenced 
the year with a deficit of £1,100. It was, therefore, 
necessary to reduce spending budgets for the relief 
committees for part of the year in order to clear the 
debt. A total of £14,244 was received from bequests 
made during the year and extra income was received 
as a result of the good response to a wireless appeal 
made in October, by the President, Lord Moran; 
this amounted to £1,656. 

Six more families were helped during the year – 
266 as compared with 260 last year – and of these, 72 
were new сазез – а record number; grants given by 
the Council totalled £9,865. From the annual grant 
fund, grants amounting to £3,263 were made to 
69 people, while temporary grants, which are paid 
when help is only needed for a short period, totalled 
£1,531. In the education field a total of £3,706 was 
spent on x10 children, 21 of whom were new cases. 
Grants to students totalled £1,363 during the year 
and were made to 42 students. 

The Professional Classes Aid Council is composed 
of representatives of almost all the professional 
bodies and works in close association with their 
benevolent funds. The Institute, the Society and the 
Association are all represented. 


` Assistant Official Receiver Appointments 


The Board of Trade announce that Mr Walter 
William Jordan has been appointed an Assistant . 
Official Receiver for the B ptcy District of the 
County Courts of Birmingham, Walsall, West 
Bromwich, Wolverhampton, Worcester, Coventry, 
Warwick, Hereford and Leominster; also for the 
Bankruptcy District of the County Courts of Dudley, 
Kidderminster and Stourbridge. The appointment 
takes effect from July 3oth. 

It is also announced by the Board that, as from 
July 25th, Mr Frederick Dirs has been appointed an 
Assistant Official Receiver for the Bankruptcy 
District of the County Courts of Nottingham, 
Derby and Long Eaton, Burton-on-Trent, Boston, 
Leicester, Lincoln and Horncastle, and that Mr 
Arthur David Gwyther has been appointed an 
Assistant Official Receiver for the Bankruptcy 
District of the County Courts of Brighton, Eastbourne, 
Hastings and Tunbridge Wells. 






Telephone: Victorla 2002 (3 lines) 
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Incorporated Accountants' Society of 
Manchester and District 
In our survey of the 1954 report of the Incorporated 
Accountants’ Society of Manchester and District, 
published in our issue of July gth, the names of the 
officers elected for 1955-56 should have read: 


President: Mr Frank О. Wilson, F.8.A.A. 
Vice-President: Mr Thomas Hodgson, r.8.4.A. 
Hon. Treasurer: Mr S. V. Griffith, F.8.A.A. 


Accountants! Crossword: Solution 
"The solution to the ‘Accountants’ Crossword’ 
published in last week’s issue is as follows: 


BST usu: 
тн 
















а а 
E- a 
; gagagagg 

| 
E] 
3 
о | 
= 
3 
a 
a 
| | 
| 


i H^ 
T 

ам. Ы El : |. 
а Ге та ГАЈы е ее ја И 


=<] H 


И: | ЈА 





Rates in England and Wales, 


The tenth annual return of rates to be published by 
The Institute of Municipal Treasurers and Account- 
ants follows substantially the form of previous 
tabulations and contains particulars of the rates 
levied, and the rates levied per head of population, for 
all county boroughs (83), and metropolitan boroughs 
(28) and a representative selection of non-county 
boroughs (220), urban districts (193) and rural 
districts (go). 

The first section of the book’s 142 pages gives 
details of the rates levied for the various services, 
together with some general statistics, and the second 
section shows the rates expressed as amounts per 
head of population for the same authorities and under 
the same service heads. Averages for the appropriate 
class of authority are shown at the foot of each page, 
and there are also summary tables. 

The average rates levied for 1953-54, 1954-55 and 
1955-56 were as follows: 


1953-54 1954-55 1955-56 
за га га 


County boroughs .. 22 9 23 2 23 4 
Metropolitan и 20 4 20 7 20 8 
Non-county Богоц 23 3 23 9 23 11 
Urban districts > 23 4 23 II 24 о 
Rural districts .. 20 II 22 2 22 6 


Copies of the Return may be obtained from the 
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Secretary, The Institute of Municipal Treasurers and 
Accountants, 1 Buckingham Place, London, SWi, 
price 7s 6d post. free. 


Acrostic for Accountants 


SOLUTION 
(1) M edi A 
Е А rabi C 
3 N umismati C 
(4. А d о 
(8 G го Up 
(6 E ndymio N 
7 M eri T 
8 E p Itome 
9 N ewto N 
(10) T erminatin G 
Мотив 
Posting media. 


1 
G Arabic figures are of the style 1, 2, 3, etc. 

4) Literally: or a do., abbreviated form of ditto, the same. 
| The Greek prefix epi — besides, in addition, and tome. 
9) The references аге to Sir Isaac Newton. 





SEVENTY-FIVE YEARS AGO 
From Whe Accountant or AUGUST 7TH, 1880 
Extract from leading article entitled 


SPECIAL REPORT OF THE SELECT COMMITTEE ON 
BANKRUPTCY. 


The Select Committee entrusted with the task of 
considering and reporting upon the three Bankruptcy 
Bills before Parliament met on Monday last, for the 
sixth time, and concluded their labours. The result is, 
as we sometime ago anticipated, a series of resolutions 
framed with the view to their being utilised by the 
Government in the form of a Bill early next Session. 
The text of these Resolutions, and of the Special 
Report which precedes them, will be found printed 
in another column. 

The Special Report declares that each of the Bills 
referred to the Committee embraces valuable pro- 
visions in the direction of Bankruptcy Amendment, 
but the Committee “do not think it practicable, at 
this period of the Seasion, to go through these Bills in 
detail,"—a conclusion which will surprise nobody. 
They have, however, drawn up a series of Resolutions 
which may profitably be considered during the 
several months which will elapse before Parliament 
again gets into harness, These nineteen resolutions 
are accompanied by the recommendation that “the 
Government should, early next Session, introduce a 
Bill to give effect” to them. ... 


MOTOR — FIRE ——CONSEQUENTIAL LOSS 
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INSTITUTE OF MUNICIPAL TREASURERS . 
AND ACCOUNTANTS 


Results of Examinations held in May 1955 


Prizes will be awarded on the combined results of the May 1955 and November 1955 Examinations, 


FINAL EXAMINATION 


PART A 
(in alphabetical order) 
tAblett, D. J. ae B. Eastland, А. R., Harlow Development Munford, C. R., Suffolk (East) C.C. 
Adams, J „Clas Corporation. Nicoll, H. C., Arbroath, 
Allen, у . M., Рова C.B. Edwarda K. C., Burnley C.B. +Payne, А. , Leytonstone (No. 10) Group 
Allen, P. J., ‘Oxford C.B. Emery, D. G., Northamptonshire н.м. С. 
Barron, D. G., Kingston upon Hull C.B. Fenton, A., Rochdale C.B. TPearce, F. S EUR CB. , 
Barstead, А., South Shields C.B Ford, R. E., Poplar M.B. Peat, J. W., Plymouth 
Belcher, к. H, Gloucestershire C.C. Foster, R. W., Bathavon R.D.C. Price, D. E., Shipley Ui D с. 
Berry, J. H. J., Chard B. Gamblin, Е. T., Somerset С.С. | вођене C., Swansea C.B. 
Berry, М№., Yorkshire Electricity Board *Gilliland, E. EJ "Greenock. E Rod. W., Hebburn U.D.C. 
о. 1 Sub-area). Griffiths Essex С.С Rowles . D., Glamorgan C.C. 
Bishop, J., Glasgow. ит С., South Eastern Electricity Saune y "Chorley R.D.C. 
1Bo R., Warrington C.B. Board. th, K. G., Mansfield С.В. 
Brierley, K., Holywell U.D.C. Howard, R. S., Eastbourne C.B. Sith’ L., Oldham C.B. 
Brown, D. McE., Derby C.B. Hunt, W,, Derby C.B. Solloway, Cc. K., Swansea C.B. 
Browne, 1 D. p Harrow Iggulden, 'G. F. ваа М.В. Stoodley, P. Е. W., Dorset C.C. 
{рир , Southend-or -on-Sea C.B. Jones, Т. O., Maidenhead B. Suckling, C. E., Buckin mure С.С. 
Butler, Е. e Cbeshire C.C. Lake, À. G., " Reading C.B Sullivan. J. V. Вала 
Chalkley, R. f., Wood Green B. Leeds, K. H. E., Nottinghamshire C.C. Taylor, C. M., ” Ashby e la Zouch R.D.C. 
ТСјвеуев, S., iff С.В. Lindsay, T. D., "Perth. ‘Thomas, W. A. А., Y Worcestershire C.C. 
Clough i Otley U.D.C. ‘Lomax, L. H., "Manchester C.B. "d Thomas, W. E P., Wolverhampton C.B. 
TCowgi , Burnley R.D.C. Martel, G. F. ' Bristol C.B. V Thompson, J. К , Live ool C. 
Crawley, Ка G., Hyde B. McDonald, W., Bute C.C. B Tinning, A. G., West M.B. 
Davies, 1. J. B., Salop C.C. McLuskie, W. G., Dumbarton. TWakeman, H., Willesden М.В. 
Davies, J, A., Durham С.С. tMidgley, ]. Va New Forest R.D.C. Ward, J. F., Stoke Newington M.B. 
Davies, T. I., Watford B. s dH. ord M.B. Welling, W. A., New Windsor B. 
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Summary of Results 


Intermediate Final Part А Final Part B Total 
No. per cent No. per сет No. per сет Мо. рет cent 
Passed m a 96 34 76 25 бг 45, "233 32 
Failed = (5 189 66 223 45 76 55 488 68 





Total је 285 299 · 137 721 
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HALF-TIME RESULTS 


HE desirability of making current company information 

available to shareholders at more frequent intervals than 

once a year -has often been stressed in these columns. In 
his speech at the presentation of The Accountant Annual Awards 
this year, reported i in our issue of June 11th, Mr RoNALD STAPLES 
expressed the opinion that — 


. . . in the case of most public companies the shareholders might 
reasonably expect to receive reports and accounts at least twice a 
year and announcements of turnover even more frequently". 


A step towards this objective has been taken in America by the 
Securities and Exchange Commission which has just adopted a 
proposal that most companies listed in United States stock 
exchanges should file within forty-five days after the end of the 
first half of their fiscal year certain information regarding these 
six months. Companies exempted from doing so include banking 
and insurance concerns, investment fur. public utilities and 
certain seasonal businesses. 

The information called for in the official return, which does not 


| require to be certified, relates only to trading activities. Gross 


sales, less discounts, returns and allowances, have to be stated as 


‘must also operating revenues. Where, however, either of these 


divisions amounts to not more than one-tenth of the combined 
total, the aggregate figure is sufficient. Items of an unusual or 


` non-recurring nature, debit or credit, are to be shown next and 


dc 


then the balance of trading profit or loss, before taxation, struck. 
The. taxation provision, if any, is next deducted to arrive at the 
net trading. profit or loss for the.six months. In addition, details 
of any ‘material item. of profit and loss’, incorporated in the 
accounts but not given effect to above, must be stated together 
with particulars of any non-trading adjustments to the profit and 
loss account.. Companies which already issue to shareholders, or 
otherwise publish, half-yearly financial statements may attach 
these to the official return forms, provided that they contain the 
information asked for by the Securities and Exchange Commission 
and are produced within the prescribed period. 

The new regulation will apply to about 1,600 companies in all 
and the first returns to be made will be in respect of the six months 
period which ended on June 3oth this year. Its inauguration should 
prove beneficial not only to shareholders but also to potential 
investors and to accountants, bankers, economists and others 
concerned with commercial and industrial policy in the United 
States. A similar move towards providing РА statistics 


` in this ee shoud earnestly be considered. 
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ROYAL COMMISSION REPORT- X. 
CAPITAL GAINS 


set up, the then Chancellor of the Exchequer, 


Sen time after the Commission had been 


Mr GAITSKELL, told the Commission, in 
response to an inquiry about the terms of refer- 
ence, that these were to be understood as entitling 
the Commission to consider the question of 
charging capital profits which might reasonably 
be brought within the. scope of income tax and 
profits tax. This topic has proved to be the most 
controversial part of the Commission’s work and 
has, caused the main divergence between the 
majority and the minority. The former are opposed 
to taxing capital gains as such, the latter regard it 
as а Sine qua поп of an equitable tax system. 

Of course some profits, which to the layman 
may seem purely of a capital nature, are already 
taxed at the full progressive rate if they result 
from an activity which can be said to be a ‘trade’ 


or an ‘adventure in the nature of trade’ – expres- _ 


sions to which the Courts have given a very 
extensive meaning. The only specific recommenda- 
tion of the majority is that all appeals from such 
assessments should be heard by the Special 
Commissioners instead of the General Commis- 
sioners. The same recommendation was made by 
the Income Tax Codification Committee. 

In view of the lack of uniformity of treatment 
by different bodies of Commissioners, the 
majority set out six relevant matters to be taken 
into account in deciding whether a ‘trade’ has 
been carried on, viz.: | 

(1) The subject-matter of the realization. 

Articles which are the subject of trading are 
only rarely the subject of investment also. 

(2) The length of period of ownership. 

(3) The frequency or number of similar transac- 

tions by the. same person. 

(4) Supplementary work on or in connection with 

the property realized. 

This covers work on the property to > make 
.it more marketable and also any special 

exertions to find or attract purchasers such 

as opening an office or advertising on a large 

scale. 

(5) The circumstances that were responsible for 

the realization. 
Realization as a result of a sudden emerg- 


ency or opportunity calling f for ready money 
may negative the idea that any plan of 
dealing prompted the original pre 

(6) Motive. 

The purpose of the transaction may be 

clearly discernible. While motive is never 

irrelevant, it should be inferred from the 

surrounding circumstances rather than from 

the taxpayer's own unsupported statement. 
On this topic of identification of ‘badges of trade’, 
reservations are made by Sm James MILLARD 
Tucker and by Mr W. S. Carrincton. Both 
have serious misgivings about number (3) as 
bringing a danger that the buying and selling of 
stock exchange securities in the ordinary course 
of investment might be regarded as carrying on 
a trade. Hitherto such an activity has never 
been so treated. 

The minority go farther. In their view the 
enumeration of these ‘relevant considerations’ 
serves not only to emphasize the uncertainty of 
the present legal border-line that separates tax- 
able from tax-exempt profits, but to reveal how 
wide that border-line or border-area is, relatively 
to the area which it encloses. 


The Feasibility of a Capital Gains Tax 
On the wider issue, the majority admit that there 
is nothing impossible about the introduction or 
the operation of a tax on capital gains. It exists 
in several European countries, while in the 
United States tax code the definition. of income 
has from the first been interpreted by the Courts 
as including any realized appreciation in value 
of any property of the taxpayer. However, the 
present structure of the United States system 
indicates some of the practical problems, e.g. 
the notional spreading of gains where the 
property has been held for a long period. 

Other difficulties mentioned by the majority 
include inflation, the problem of losses, the special 
position of the owner-occupier of a dwelling- 
house, and the fact that where a rise in value of 
an investment results from a general fall in 
interest rates, the invesfor must invest a corre- 
spondingly greater amount in order to produce 
an equivalent income. The majority also make the 
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point that where property is settled, capital gains 
do not go to the life-tenant but have to be re- 


invested, and they add that it is a difficult propo- - 


sition to assent that a gain by way of income arises 
that ought to be taxed upon one recipient or the 


other as part of his income ([sic.] paragraph 93). 


After stressing the practical difficulties of a 
capital gains tax, the majority report proceeds 
to a section headed ‘Advantages and disadvant- 
ages', but from scrutiny of this section it would 
seem that the majority do not see in a capital 
gains tax any advantages at all. They do indeed 
mention some arguments made in favour of the 
_ tax, but only for the purpose of refuting them. 
“Those who advocate such taxation’, say the 
majority, i 
‘are, we think, responding to a feeling which is 
the product of disappointment at the failure of 
high taxes on income to restrain all lavish expendi- 
ture by the wealthy; but we suspect that this feeling 
is due to a misunderstanding.’ 
The majority say that a rich man can of course 
live on capital for a long time, but if a capital 
gains tax is regarded as a means of taxing expendi- 
ture which is left untaxed by the present system, 
it does not hit that object at all squarely. 
The majority do not agree that the tax would 
achieve a more equitable distribution of the tax 
, burden. No tax based on realized gains and losses 
‘would escape the serious objection that it would 
tax to the same amount a man who had realized 
a gain on one of his assets, though showing a net 
loss on others retained, as the man who had 
realized a similar gain without any current de- 
preciation of his other assets. If a capital gain is 
fairly to be regarded as income, the recipient 
ought to be taxed on it at the full progressive rate, 
but if it cannot be so regarded, there is no good 
reason why his capacity to pay income tax or surtax 
should be thought to be increased by its receipt. 
On more practical aspects of the tax, the 
majority quote the Revenue's estimate of the 
additional staff it would require as 500. They 
also stress that the tax would inhibit realizations 
гог reduce estate duty and in any case would have 
a greatly fluctuating yield which would add to the 
difficulties of forecasting in the Budget. Finally, 
they point out that stamp duties on transfers on 
sale already produce between #35 million and 
£45 million a year, which is not much different 
from a very tentative estimate of the yield from a 
capital gains tax. 
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The Minority View 

The memorandum of dissent by the minority 
of three makes a more fundamental approach to 
the problém. ТЕ calls for a new concept of income 
for tax purposes, i.e. ‘net accretion of economic 
power between two points of time’. It attacks the 
present legal concept as being a circular one, 
with its enumeration of particular items supple- 
mented by a 'sweep-up clause' (Case VI of 
Schedule D) which has been restrictively con- 
strued. In the words of the minority: 

"The law faces the same dilemma as the medieval 
schoolmen who were forced to deny to exotic 
birds and beasts, captured by travellers in strange 
lands, the status of birds and beasts, since they 
relied for their definition on an exhaustive list of 
birds and beasts reported by tradition to have 
entered the Ark with Noah." 

The minority evidently number among the 
‘exotic birds’ the profits from selling shares cum 
dividend and repurchasing them ex dividend, 
and the rather more sophisticated device known 
as ‘dividend stripping. On the subject of 
"badges of trade' they consider that a motor 
engineer who buys and sells a farm, or a wood- 
cutter who buys and sells bonded whisky is in 
no different position from the stock exchange 
operator who buys and sells particular shares. 
Yet in the first two cases, but not in the third, 
the profit has been held to be assessable. 

The memorandum of dissent begins by refut- 
ing some arguments against taxing capital gains. 
On inflation, it comments that the fact that 
money appreciation will not mean a correspond- 
ing real appreciation may be regarded as an argu- 
ment against taxing savings as such. It is not 
an argument for the differential treatment of 
capital appreciation against other forms of saving. 

Where capital values appreciate because of a 
fall in interest rates the rise is nevertheless real 
enough in that it increases the command over 
goods and services. True, all or most of the gain 
is needed if the proceeds of realization are to be 
reinvested in order to produce the same net 
income, but this ignores the fact that holders of 
long-term bonds will still gain relatively to other 
savers who save out of current incomes or whose 
past savings are not invested in long-term bonds. 
Moreover, there is no permanent one-way trend 
in interest rates; they fluctuate about a fairly 
constant norm. 

(To be continued.) 
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RESTRICTION IN THE APPORTIONMENT OF 


OVERHEAD EXPENSE. 


Forms of Account Where Restriction’ May | Be Good PON 
ЪуЕ.А.С.С.А. 


5 discussion on the necessity for and 
Д = of allocating and apportioning 
overheads for cost purposes is now almost 
commonplace, it should be refreshing to pay 
some attention to those fields of accounting 
where the facts of the situation are such that 
restriction in the apportionment of overhead 
expense may be the proper course to follow. 

Before suggesting some of the fields that 
appear to offer most scope for restricted forms of 
apportionment to be practised, the discussion 
may be put in better perspective by first observing 
the principal results that the allocation and 
apportionment of overhead expense in factory 
cost accounts are designed to give. 

Normally, there are two main tasks to be 
accomplished by the factory cost system: one is 
to enable a series of prices to be determined, 
which absorb, on an equitable and profitable 
basis, all the overhead expenses that directly or 
indirectly influence the cost of components’ and 
assembled products. The other is cost control. 

Please observe that a primary motive is cost 
ascertainment in relation to price, a matter of 
major importance in manufacture; and sheer 
speed, mechanical complexity and the frequency. 
of repetitive processes, all combine to make a 
necessity and virtue of cost control. ; 


Price and Cost 

However, it must not be overlooked that there 
is no magic in the cost system of itself. For in- 
stance, cost does not necessarily determine 
price, since the latter may be fixed by con- 
siderations unrelated to particular manufacturing 
costs, and will not be influenced, whatever the 
result revealed by a meticulous computation of 
overhead expense. Thus, cost may have to be fitted 
to price and not vice. versa, and the need for cost 
control becomes even greater. 

Again, the price of a raw material may entirely 
depend on the worth of the finished article of 
which it is the main, or just one of the ingredients. 
In this case also, no amount of cost finding will 
be likely to alter the situation. 


Whilst considerations of this kind should not. 


be allowed to weigh against the oft proved value 
of 'knowing the cost" in practically all circum- 


stances, there are горен на when the erection of: 
an imposing facade of overheads apportionment 
can become an irrelevant and even an em- 
barrassing futility. In accounts (other than those 
of manufacture) provided as aids to management, 
this feature is sometimes noticeable. The shadow 
of fixed and semi-fixed overheads is emphasized 
to the. detriment of the substance of variable 
expense. In the result, the interested parties, 
already fully aware of an overhead burden made 
inevitable by circumstances beyond their control, 
рас an understandable perplexity. 


Forms of Account 

Coming to particular fields of ТРИ іп 
which a restricted form of overhead expense 
apportionment appears to be desirable and 
proper, I suggest that these are to be found in 
some sectional accounts of Government depart- 
ments, in those of local authorities, public 
utility concerns and numbers of commercial 
organizations where the resources all combine — 
and are devoted – to the supply of a service, or 
commodity not subject to manufacture as 
associated with factories, and cost ascertainment 
for price is not of particular importance. 

Of course, the various bodies suggested above 
commonly enter into manufacture, and may have 
a need to employ factory costing techniques, 
but such departures are incidental to their main 
purpose, and, therefore, the form of financial 
accounting system is not made subservient to 
sectional issues of this kind. 

Ordinarily, the requirements in these fields of 
accounting are largely and adequately met by a 
primary departmental allocation of overhead 
expense on broad and direct lines, leaving any 
necessary cost finding of sectional issues to be 
limited to direct and indirect expense additional 
to what normally would be incurred for the, 
purpose of the main objective of the organization. ` 

The overriding principle, and no doubt the 
common-sense view, appears to be that the 
salaries of principal officers and executives, 
general expenses and standard of accommodation 
and equipment are geared to the importance and. 
responsibilities the' main object to be served 
involves, and they are not necessarily influenced 
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by ancillary activities designed merely to sustain . 


or improve the main objective. 

The principle suggested in the foregoing is not 
very dissimilar to that held to be applicable in 
such an important matter as grants payable by 
Government departments to local authorities. 
In the First Report of the Local Government 
Manpower Committee (1950), it is accepted 
_ ‘that all actual expenditure incurred for the purpose 

of a grant-aided service should be admitted for 

grant’. 
(the italics are mine) and whilst the Committee 
agreed that in accordance with this principle an 
apportionment of salaries and wages of staff in 
central departments should be admitted for 
grant, its report continues: 

*we felt that it would be inappropriate for grant to 
be paid on salaries of chief officers and their 
deputies (other than those appointed for the 
service in question) in the same way . . . bearing 
in mind that a local authority is in most cases 
under statutory obligation to appoint these 
' officers. . 

The effect of this recommendation seems to be, 
therefore, that only when the expense can be 
regarded as additional to what it otherwise 
would be, that it becomes admissible for grant. 


Point of Overheads Absorption 

The principle can be illustrated in still another 
way by suggesting that in fulfilling the demands 
appropriate to its nature, a fixed expense (inter- 
preting fixed to include the salaries of principal 
executives) should be considered to be fully 
absorbed at some point prior to exhaustion. This 
suggestion by no means propounds a new 
doctrine, as it is little more than a precise des- 
cription of practice in production planning, in so 
far as fixed overhead expense may be planned to 
be fully absorbed at some point substantially 
below 100 per cent production. 

Ultimately, the question of deciding what 
limits are to be placed on the allocation and 
apportionment of overhead expense, for cost 
ascertainment purposes, must be resolved in the 
light of circumstances relevant to each individual 
concern. No set rules apply; for example, whilst 
a decision not to apportion rent, real or notional, 
for the use of canteen accommodation could be 
fully justified in one case, in another there would 
be grounds for the charge to be made if the 
creation of additional expense was clearly not in 
doubt. • = 

In applying the principle, however, the 
determining factor would largely be that of 
distinguishing the additional expense from the 
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-normal; in other words, distinguishing the 


tributary from the main stream. In the majority 
of cases, decision can be assisted. by first 
resolving whether or not the activity integrates 
with others common to the main objective. If it 
does not, a schedule of the expenses involved, 
including the apportionment of overheads, should 
be made. That done, consideration should be given 
to the items of expense that would be saved were it 
decided to abandon or close down the activity. 
For example, would the salary of the welfare 
superintendent (say) be reduced by £50 per 
annum because under a new arrangement part- 


.time supervision of the canteen by the superinten- 


dent has become no longer necessary? Would 
there be savings in the salaries of the accountant 
and engineer of, say, {100 per annum, each if it 
were decided to hire certain rolling-stock and 
equipment from outside sources in preference to 
owning and operating plant of this kind? If no 
saving is likely when the motive for which the 
apportionment is to be made ceases, then. any 


‘accounts in which such sums are included would 


be misleading. 


. Reality the Basis 

There can be no doubt that tangible diente 
may derive from opportunity provided fortu- 
ituously. Ап odd piece of land, an odd building 
acquired incidentally as part of a larger scheme; 
can create just the right starting-point for a 
venture that would not otherwise be contem- 
plated nor be economically practicable. This is 
the reality as it happens to be, and other things 
being equal, it may very well be a disservice for 
this fact to be obscured by allocations of notional 
charges purporting to place the venture on a 
competitive or other basis. 

Notwithstanding these considerations, the value 
of providing management accounts for the various 
sections of non-manufacturing organizations is 
not in doubt. But unless circumstances suggest 
otherwise, it may be more realistic to confine the 
information to the variable and semi-variable 
classes of expense; that is to say, limiting the 
items to those expenses that would be likely to. 
cease once the reason for which they had been 
brought into effect had come to an end. 

To do otherwise, suggests a disregard for the 
consideration that whilst activities common to 
the main flow can be accepted as permanent, it is 
in the nature of common prudence to restrict the 
allocation or apportionment of overheads to 
ancillary operations and services lest they be 
discontinued at some future date by transfer to. 
an outside agency. 
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SIGNATURES AND THE LAW 


by W. H. D. WINDER, M.A., LL.M. 


require to be obeyed as well as being a 
hopeful exhortation to complete a com- 
mercial transaction by adding a signature. In so 
far as signing is a legal requirement there is more 
than one way of satisfying it. There are various 
decisions of the Courts on the meaning of 
‘signatures’ and ‘signing’, including two rulings 
of the Court of Appeal given this year and last 
year. These are of considerable practical import- 
ance to all who may be responsible for authenticat- 
ing formal documents or official returns. | 
There is much to be said for the view that in 
modern English usage, when a document is 
required to be 'signed' by someone, that means 
that he must write his name with his own hand 
upon it. This was the view expressed by Lord 
Justice Denning in Goodman v. f. Eban Ltd 
([1954] 1 О.В. 550) but it was not shared by the 


s Se HERE? is a behest which the law may 


majority of the Court of Appeal. In law, a- 


signature is not so narrowly defined as that. 
Speaking generally, a signature is the writing, or 
otherwise affixing, a person’s name, or a mark to 
represent his name, by himself or by his authority, 
with the intention of authenticating a document 
as being that of, or as binding on, the person 
whose name or mark is so written or affixed. 
This is a definition from Stroud’s Judicial 
Dictionary which was approved of by the Court 
of Appeal in London County Council v. Agricultural 
Food Products Ltd ([1955] 2 W.L.R. 925). There 
are several elements in this definition which are 
worth considering separately. 


Personal Signatures 

If, by some rule of law, a document has to be 
signed personally, the duty of signing cannot be 
delegated to a third person and the same result 
would follow if two persons agree that any 
document which one of them may serve upon 
the other by virtue of their contract is to bear 
his personal eignature. 

'In every case where a statute requires а 
particular document to be signed by a particular 
person, it must be a pure question on the con- 
struction of the statute whether the signature by 
an agent is sufficient.’ 

This statement by Bowen, L.J., in Re Whitley 
(32 Ch.D. 337) is undoubtedly correct and the 
decisions show that statutes are usually interpre- 
ted in a way permitting a signature by an agent. 


But every statute must be considered on its 
merits and in the light of the context. Re Blucher 
(Prince) ([1931] 2 Ch. 7o, C.A.) is an instance of 
the Court's insisting on a personal signature. It 
was held that for the purposes of Section 16 (1) 
of the Bankruptcy Act, 1914, the personal 
signature of a debtor to his proposals for a 
composition or scheme of arrangement is essential 
and that the signature of the debtor's solicitor 
was not sufficient. The interpretation was ‘that 
the Act had not made provision for some person 
to act on his bebalf even though it might be 
unfortunate that a sick man could not take 
advantage of the procedure under the section 
and that he was placed in a position less advan- 
tageous than a lunatic. 

It is established as a general proposition 
that at common law a person sufficiently ‘signs’ 
a document if it is signed in his name and with 
his authority by somebody else. The agent’s 
signature is treated as being that of his principal 
in accordance with the maxim qui facit per alium 
facit per se, or, he who acts by another acts by 
himself. 

‘No doubt’, said Blackburn, J., in R. v. Kent 
Justices (L.R. 8 О.В. 305), “at common law, 
where a person authorizes another to sign for him, 
the signature of the person so signing is the 
signature of the person authorizing it; nevertheless, 
there may be cases in which a statute may require 
personal signature.’ | 

That was not such a case, for the decision was 
that a statute which required notice of appeal to 
quarter sessions against a conviction to be signed 
by the appellant or his attorney was satisfied by 
a signature by the latter’s clerk duly authorized. 
Quain, J., said, ‘We ought not to restrict the 
common law rule, qui facit per alium facit per se, 
unless the statute makes a personal signature 
indispensable’, and Archibald, J., thought that 
there was ‘nothing i in the statute to qualify the 


. operation of that maxim’. 


Signing by Proxy 
The Courts have continued to lean in favour of 
signing by proxy. In this year’s case in the Court 
of Appeal we find Parker, L.J., observing: 

‘It has always been retognized that certainly in 
some statutes the context may demand a personal 
signature and. I conceive that even apart from 
statute the context is a matter to be taken into 

. 
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consideration. For myself, I can see nothing in 


the context here which requires an exception to be | 


made to the common law rule.’ 


The ‘context inthe case Gran a than y ares 
ment containing a clause to the effect that if. the 


landlords, a county council, desired to terminate ' 


the tenancy, it must be Бу. ‘a written notice 
signed by the valuer to the council’, The landlords 
served notices to quit on tenants on which the 
name of the valuer to the council appeared as 
signatory, but his name was written by an 
assistant valuer with nothing on the document to 
indicate that the signature was by proxy. Qn the 
assumption that the assistant valuer possessed 
the necessary authority to sign on. behalf of the 
valuer, it was held that the notices were sufficient. 
On the true construction of the tenancy agree- 
ments as a whole, there was nothing to indicate 
that the parties intended that the notices should 
be signed by the valuer himself. If the notices in 
dispute had been signed by the assistant in his 
own name they would doubtless have been invalid. 
He did not state in the notices themselves that 
he had authority to sign for the valuer but that 
‘omission did not make any difference, provided 


he had in fact authority. In France v. Dutton. 


([1891] 2 О.В. 208), as well as in R. v. Kent 
Justices already cited, a clerk wrote the name of 
the principal, being duly authorized to do so, 


but did not add anything to show that it was. 


done by proxy. Nevertheless, the signature was 
-held good. 
Section 91 (1) of the Bills of Exchange Act, 
1882, proceeds on the same footing as these cases. 
section says that: ^ - 
, "Where, by this Act, any instrument or writing 
is required to be signed by any person it is not 
' pecessary that he should sign it with his own hand, 
but it is sufficient if his signature is written thereon 
. by some other person by or under his authority.’ 
The Act does not say that the authority must be 
expressed on the face of the instrument or writing. 


*Per pro' Sigrinturea 
When a man signs by the hand of another who 
writes his name for him, the signature is called 


a signature by procuration, by proxy, ‘per pro’, | 


or more shortly, ‘p.p.’. All of these expressions 
are derived from the Latin ‘per procurationem', 
which means by the action of another, or by the 
agency of another. In the recent case the assistant 
valuer who signed in the valuer’s name did not 
add any of these expressions or abbreviations. As 
Denning, L.J., said in his judgment, the assistant 
valuer ought to have done so. It is the better 
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practice to do so. but omission to do so was not 
fatal to the operation of the signature. 

- Itis interesting to note that Denning, L.J., put 
it like this: ' 


‘The assistant valuer should ада the letters 
“p.p.” to show that it is done by proxy, followed 
by his initials.’ 


‘According to the usual commercial practice, 


however, ‘p.p. appears before the name of the 
principal, not before the name or initials of the 
agent who signs for him, If, for example, A.B. 
is indorsing a cheque for X.Y. & Co, it is in 

practice done in the following way: ‘p.p. X.Y. ` 


,& Со, A.B.'. It is believed that most banks would 


refuse to recognize, or would at least query, an 

indorsement reading ‘X.Y. & Co, р.р. A.B.’. 
Yet there is little doubt that, whatever the weight 
of commercial usage, this form is etymologically 
and grammatically correct. The abbreviation 
means ‘by the agency of’ and for that reason, as 

Fowler, the authority on modern English usage 
has pointed out, the abbreviation should precede 
the name of the agént and not the name of the 
principal. Denning, L.J., without citing Fowler, 
but translating the Latin correctly, has assumed 
this to be correct. Commercial usage, however, is 
not likely to change because of Fowler or of a 
dictum of a lord justice of appeal. Can it be that 
those with little Latin think per pro means 
‘through and by’? If it did; the usual form might 
be: etymologically correct, but that is not the 


meaning of the phrase. 


The position of the abbreviations dos not 
seem to matter legally. Wherever.they may be 
placed they draw attention to the fact that the 
agent is acting on behalf of another. But com- 
merce is stricter than law in the nice placing of 
Latin words, whether or not they are fully 
understood. The lawyer understands them but 
does not mind where they are placed. 'T'he banker 
does mind. Nevertheless, there appears to be no 
Ls justification for a bank refusing to recognize 

pro’ signature in the form recommended 
br Fowler and now advised by Denning, L.J. 


Facsimile Signatures 
“Signature does not, necessarily, mean writing a 
person's Christian and surname, but any mark 
-. which identifies it as the act of the party.’ 


These words of Maule, J., in Morton v. Copeland 
(16 C.B. 535) must be read subject to the proviso 
that the alleged 'signature' be proved or admitted 
to be genuine, and to be the accustomed mode of 
signature of the party. The case of Goodman v. 
j. Eban Ltd is а forcible illustration of the 
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‘broad view which the law. takes of a signature. 

The facts were that a solicitor, a Mr C. G., 
carried on practice under the name of G. M. & Co, 
being the sole proprietor, and sent in to a client a 
bill of costs accompanied by a letter which bore 
a facsimile of the solicitor’s business name in his 
handwriting impressed on it by a rubber stamp. 
It.bore no other signature. He had -himself 
affixed the stamped signature to the letter. The 
Court of Appeal held that this fulfilled the 
requirement as to signature of Section 65 (2) 
of the Solicitors Act, 1932, which reads: 


| a ‘The bill must be signed by the solicitor, or, 


` if the costs are due to a firm, one of the partners of . 


. that firm, either in his own name or in the name of 
. the firm, or be enclosed іп, ог accompanied by, а 
''létter which is so signed and refers to the bill.’ 


It was held that where an Act of Parliament 


requires that any particular document be ‘signed’ - 


by a person, then, prima facie, the requirement of 
the Áct is satisfied if the person himself places 
upon the document an engraved representation of 
his signature by means of a rubber stamp. 

. If reference is made to the Oxford Dictionary, 


it will be found that the primary meaning of the, 


verb ‘to sign’ is not confined to actual writing 
with a pen or pencil. The word in origin appears 
to have related to marking with the sign of the 
cross. But the later meanings include: |. - 
'(2) To place some distinguishing mark upon 
(a thing or. person) 'and '(4) To attest or confirm by 


adding one's signature; to affix one's name to 
= ae 


: (a document ete.).’ 


‘that the essential requirement of signing is the 
: affixing in some way, whether by writing with a 
7. реп от by otherwise i impressing upon the document, 
· one's name or “signature” во аз d to 
authenticate the document'. 


Та Bennett о. Brumfitt (L.R. з C.P..28), a'case 
concerned with. the ue. signature of an 
objector to a name being retained on a list of 
voters, Sir William Bovill, C.J., had се а 
similar opinion in these words: 


"The ordinary mode of affixing a signature to a 
document is not by the hand alone, but by the 
hand coupled with some instrument, such as a 

- pen ога pencil. І see no distinction between using 
a pen or a pencil and using a stamp, where the 
impression is put upon the paper by the proper 
hand of the party signing. In each case it is the 

. personal act of the party, and to all intents and 
purposes а signing of the document by him. If 
the objector here had used a pencil or a paint- 

- brush, it would hardly have been contended Anat 

· he had not signed the notice.’ 


THE ACCOUNTANT 


‘August 13th, 1955 


Name Stamps - 
The two decisions last mentioned were concerned 
with facsimile signatures and not with mere name 


stamps. A rubber stamp of a printed name is not 


necessarily in the same position as a rubber stamp 
imitating a written signature. Evershed,M.R.,made 
this clear in Goodman v. $. Eban Ltd when he said: 
‘It is unnecessary for the purposes of this case 
to express any view whether the same result would 
follow if the "signature" impressed by the stamp 
was not a facsimile representation of the solicitor's 
handwriting, but a mere typed or printed represen- 
tation of his name or the name of his firm: and I 
. accordingly express no opinion upon tbat matter, 
save to observe that ex facie it would not appear 
to carry the same warrant of authenticity, and to 
refer to R. v. Cowper (24 Q.B.D. 533) in which 
Lord Esher, M.R., and Fry, L.J., in this Court 
differed upon the question whether a mere 
' lithographed representation of a solicitor's name 
on a plaintiff's particulars in the county court 
. constituted a signature by him for the purpose of 
the county court rules; ` 
In fact, the Court in Goodman о. f. Eban Ltd, 
although it held that a facsimile signature was 
sufficient in law, left no doubt that it was better 
as a matter of practice for a solicitor to sign a 
bill of costs personally in the ordinary way with a 
pen. A facsimile signature is. not a method of 
signing which carries with it the same clear | 
authenticity or warrant of responsibility as a 
signature written in the more ordinary way. 


The ‘Name’ of the Signer 


< Thi al id ful rulin th 
Буе Master of the Rolls, thought it followed ` 13 eas aleo provides q ua ful ruling cH шоша 


point. The name used by the person in signing 
need not necessarily be his own personal name; 
it may be his professional or trade name and попе 
the less a valid signature. In this case, Mr C. G.'s 


name for professional purposes was ‘G. M. & Co’ 


and he was held to be well entitled to use that 
designation as his name when signing. hia bill of 
costs. Subject to certain exceptions, a man may 


‘use whatever name he pleases and he may prefer 


one name for some particular purpose and a 
different name for another. This ruling on 
what is meant by signing 'in his own name' does 


mot turn on the ‘special words used by the 
‘statute which was in point in this case. It is a 


ruling which is applicable generally. 

At the same time, the Master of the Rolls did 
suggest that it might be prudent practice for a 
solicitor practising on his own account under a 
different name or designation, to 'sign' by adding 
his own name to that of T name of his business. 
This might also be a prudent practice for 
accountants to adopt in similar circumstances. 
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THE PROFESSION IN DENMARK 


ORIGIN, DEVELOPMENT AND PRESENT- DAY ACTIVITIES 


— by M. HAERNING, Cand. Jur. 
Director of Audits, 4th Audit Department, Ministry of Finance, Copenhagen | 


Earliest History 

CCOUNTING and auditing are first re- 
corded in the public administration of 
Denmark. As far back as the sixteenth 
century, we are told that not only the managers 
of the estates of the Crown, but also holders of 
the royal entailed estates 
“ушр to the household’ had 
to submit accounts which 
were examined in the 
Chamber of Revenues. Even 
Sheriffs, customs officers and 
councils of all royal char- 
tered towns had to submit 
accounts. The chamber was 
directed by a master of 
revenue, of whom, later on, 
there were two — usually dis- 
tinguished noblemen, but pre- 
sumably without any expert 

knowledge. 

In 1660 the absolute mon- 
archy was instituted and pub- 
lic administration was con- — 
centrated in the capital. By 
the Ordnance of Public Rev. 
eùues of March 18th, 1720, 
the duty of all royal treasurers 
to keep accounts was enjoined. 
In 1840, the important Ord- 
nance for Denmark concerning 
public accounts and treasurers in common was 
issued, in which it was stated, among other 


things, that everyone who had to collect public · 


revenues or pay out public expenses had to keep 
a cash-book. Special comptrollers were estab- 
lished at the local offices, and the accounts were 
examined by the College of Finances. 

By the constitution of 1849 the’ right of appro- 
priating money for public expense was given to 
the Parliament (Rigsdagen) and the supervision 
of the legal and proper use of the money was 
discharged by two- later on by four — salaried 
auditors of state; they were elected by the 
Members of Parliament. Of course, these four 
men could not in persen examine all details of 
the increasing budget of the Exchequer and the 
local offices, and so more. departmental audit 
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offices were’ established: in 1926 they were 
joined by the present four audit departments of 
the Exchequer. 

Parallel to this development, the Municipal 
Government Act of 1837 stated that the accounts 
of a municipal town should be examined by two 
members of the corporation, 
and according to the Municipal 
Government Act of 1840 of 
the town of Copenhagen, four 
| members of the municipal 

council were to audit the 
accounts. 
_ Apart from the auditing 
and accounting of the Ex- 
chequer, thé municipal towns, 
and later on the parish coun- 
` cils and the counties, auditing 
as now known was carried 
out by only two institutions 
up to the last decades of the 
nineteenth century. By the 
Bankruptcy Law of 1872, the 
maritime and commercial 
division of the High Court 
was entitled to authorize ‘com- 
mercial expert auditors'; 
further, the Incorporated 
Drapers of Copenhagen had 
formed an ‘association for 
examining compromises’ in 
order to protect the creditors in winding-up 
matters. 
Private Auditing Grows Up 
Private auditing up to the turn of the century 
was elementary. Though Mr Harald Meyer, as 
early as 1879, had established himself as a pro- 
fessional auditor in Copenhagen, the profession 
itself was but little known or esteemed. 

The claim for official recognition of auditors 
was made by Mr Fr. Nergaard, the distinguished 
bank director, at a meeting on May 24th, 1898, in 
the Commercial Club of Aarhus. His address was 
followed by keen discussion and rapidly increasing 
interest in auditing until, in the autumn of. 1898, 
two accounting firms were established in Aarhus, 
one of which Revisionskontoret i Aarhus, is still 
among the most highly esteemed in Denmark. 
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Copenhagen, the capital, soon followed: in 
October 1дот Mr  Hassing-Jergensen, later 
Minister of Trade, established Revisionskontoret 
i Kebenhavn, now embodied’ in Revisions- og 
Forvalinings-Institutet (“The Institute of Account- 
ing and Administration’ ) today a leading Danish 
‘accountants’ compàny'-a limited company, 
with state-authorized accountants as directors. 
. These firms Һай по authotity or charter, but 
the demand was growing. By the Act of April 
14th, 1905, concerning compulsory compromises 
to avoid winding-up and bankruptcy, ‘authorized 
accountant experts’ – who later formed important 
recruiting material ‘for the first authorized 
accountants and auditors — were established. 


"Legal Authority for Professional Accountants 
During the reading of this law, a private Bill was 
brought in concerning iniprovement of the com- 
petence of the experts, so that they might in 
fact.act as authorized auditors. But the reading 
Gf this Bill was put off to be dealt with by a 
Special commission. The work of this commis- 


gion was complicated at the time by several 


crashes among building companies and their 


fitlincing bankers in the years 1906-8, and by a^ 


ig. -crimifial | case. 

“Pie soil Was, then ready, and on May 14th, 
1969, the King signed Denmark’s first law con- 
cerning authorized auditors. 

. This followed an English model. In future, 
auditors were to be testéd.in general business 
routine, general commercial and shipping law, 
accountancy, and a knowledge of commodities, 
by a commission consisting of distinguished 
commercial people elected by the Department of 
Trade. ‘Authorized auditors’ had the sole right 
of using this title — but not of exercising the 
profession as such, and the employment of 
authorized auditors was not prescribed in any 
case. Authorized auditors could make declara- 
tions on business accountancy which would be 
acceptable in legal proceedings, and they were 
preferably to be employed for the elucidation 
of such matters. 


The Companies Act . 
The development of the profession in Denmark, 
as in other countries, has been inextricably 
bound up with the formation of big commercial 
and industrial concerns into limited companies. 
This development was emphasized towards the 
erid ‘of the nineteenth century, but it was not 
until the year 1917 that Denmark ‘had its first 
Companies Act. This law held but few provisions 
concerning the internal structure of the companies. 
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The conditions of the period that followed the 
First World War, however, involved an urgent 
need of more rigid regulations for limited com- ` 
panies and banks, especially as regarded the con- 
trol of their accounts, and after the thorough work 
of a commission and many troublesome debates 
in Parliament, the King, on April 15th, 1930, 
signed the three very important Acts: the Com- 
panies Act, the Banks Act, and the State- 
Authorized Accountants Act. - 

Paragraphs 41-45 of the Companies Act 
contain provisions concerning accounts, and 
paragraphs 52-54, provisions concerning the 
audit. It is provided that the balance sheet and 


· the annual profit and loss account shalt be 


examined by one or more (generally two) quali- 
fied auditors, elected at the general meeting. 
Such auditors must be of age, must not have lost 
control of their estate, must not have been con- 
victed of infamous conduct, and must not be in 
the service of the company, nor be members of 
its board of directors or management, nor be 
connected with any member of the board, the 
book-keeper, or the cashier. 

In companies whose shares are РЕ on the 
Stock Exchange, there must be more than one 
auditor and at least one of these must be a state- 
authorized auditor. In other companies, one- 
third of the shareholders represented at a general 
meeting may demand that a state-authorized 
accountant be elected as auditor. 

The State-Authorized Accountants’ Act had 
but a short life as such, its contents being em- 
bodied in the Business Act of April 28th, 1931, 
so the provisions now. in force concerning state- 
authorized accountants (auditors) are paragraphs 
65—73 in the Business Act, and the proclamations 
made by the Department of Trade in accordance 
to the mentioned Act, namely, Proclamation 
No. 21 of January xgth, 1949, respecting the 
examination of state-authorized accountants, and 
Proclamation No. 116 of April 6th, 1933, 
respecting the profession, duties and responsi- 
bility of state-authorized accountants. 


Requirements for Authorization 


According to these provisions, the Department 
of Trade, Industry and Shipping will grant 
authority as state-authorized accountant to per- 
sons who testify: 


That they are Danish subjects. 
"That they are resident in that country. 
That they are over a5 years of age and have 
not been declared incapable of managing their 
Own affairs and are not under guardianship. ` 
That they are in full control of théir estate. 
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That they have passed the examination described 

in paragraph: 66, 

According to the amendments of 1951 to the 
penal code, a testimonial to having led an 
honourable life is not now needed, but the De- 
partment miay refuse to grant authorization to a 
person who is found guilty of a crime, committed 
for the sake of gain, or a crime committed in 
the execution of his office under such circum- 


stances that it may be feared that he may abuse' 


his office again, if an occasion arises. 

Paragraph 66 deals with the examination. In 
pursuance of this provision, applicants must 
have had at least three years’ experience in the 


performance of the ordinary accountant’s work . 


in the office of a state-authotized accountant, in 
order to be nominated for examination. Dispensa- 
tion may be granted by the Department if the 
applicant proves he has had special training 
in banking, insurance, municipal accountancy or 
the like. 
Examinations 

The examination takes place before a board of 
examiners consisting of seven members appointed 
by the Department (Revisor-kommissionen). Ac- 
cording to the Proclamation of January rgth, 
1949, the examination consists of a theoretical 
and a practical part. The theoretical part — which 
has to be passed first — is itself divided into two 
parts, А and B, of which part A includes general 
business routine and general branches of com- 
mercial and shipping law etc., and part B in- 
cludes accountancy and auditing techniques. 
There is a written paper and a verbal examination 
in each subject. 

The practical part includes four written papers 
and a verbal examination. The candidate may, 
however, substitute one or two reports ón various 
works of book-keeping or accountancy performed 
by him in practice for one or two of the papers. 
These reports must deal with the following 
aspects: 

Organization of accounts or criticism of a system 
' of account-keeping. 
Statement and report in a case of winding-up or 
composition. 
Return for purposes of taxation. 
Audit of accounts or of a balance sheet or 
regulations as to audit or criticism of an audit. 
: -If the candidate has passed the Final examina- 
tion in law, in economics (at the universities) or 
the diploma examination in accountancy (at the 
high schools of commerce), he is examined only 
in the theoretical part in auditing techniques, but 
lie must thereby prove knowledge of accountancy. 
Not more than four years inust elapse between 
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the passing of the theoretical parts А and B, 
and not more than six years between the theoreti- 
cal part B (or the test in audit techniques) and 
the practical part. No candidate is allowed to 
enter for.any of the examinations more than three 
times. The average age of candidates passing 
the theoretical part of the examination (or the 
test in auditing techniques) is 30 to 31 years, and 
the age of candidates passing the Final examina- 
tion is 32 to 33 years. -> 

The normal way to achieve authorization is 
now: final examination of secondary schools 
(16 years of age), or final higher school certificate 
(18 years); employment as apprentice (under 
18 years of age) or as an accountant’s assistant; 
contemporary preparation for the diploma ac- 
countants’ examination at the evening classes of 
the commercial high schools (four years or more). 
Then the examination in auditing techniques 
(опе year), and some years later the Final 
examination. Many of the candidates are refused 
at all the mentioned tests. 

Service under articles is not known in Denmark 
in the English form but, as explained below, 
candidates have to serve officially as assistants in 
the office of an authorized auditor for three years. 

When the examination is successfully passed, 
the Department of Trade will grant the andidan 


` his appointment as а state-authorized accountant, 


and a right to this title. 


The Accountant in Practice 


The appointed candidate may now: establish 
himself as a practising auditor; take employment 
with an authorized accountant or firm of account- 
ants (e.g. as an authorized attorney) or take 
employment in other branches. In February 
1955 there were 457 appointed authorized 
accountants in Denmark, 32 of whom were 
employed in other branches or held various offices: 


. under the Government or municipality. 


State-authorized auditors may practice in 
different ways: some carry on their business by 
personal effort, with the help of assistants or 
even an authorized attorney, but more commonly 
such auditors join in a co-operation concerning 
office routines, which does not affect their re- 
sponsibility or their personal relationships with 
their clients, but which involves only a rationaliz- 
ation of office work. Others join accountants’ 
firms which may in Denmark be constructed as 
accountants' limited companies. State-authorized 
accountants, however, may not carry on their 
profession in company ór.otherwise with other. 
than state-authorized accountants, and an ac- 
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countant’s limited company must have a direc- 
torate consisting of state-authorized accountants. 
If, according to legislation or to the statutes of 
a company, there should be more than one auditor, 
no one on the staff of the elected state-authorized 
auditor may be elected as the other auditor, and 
if a limited accountants’ company is elected, no 
other person engaged in the company can be 
the other auditor. 


Rights and Duties of the State-authorized 
Accountant 

State-authorized auditors acting as such, may 
not hold any state or municipal office or be 
engaged in the carrying out of any occupation 
or business which, in the opinion of the Depart- 
ment of Trade, is incompatible with the profes- 
sion — and according to the proclamation respect- 
ing the duties etc., nearly all trades are forbidden 
to the auditors. If they want to take any appoint- 
ment or carry on any other profession, they must 
deposit their letter of appointment with the 
Department of Trade. 

They must have their office in one place only: 
unless dispensation is granted. They are bound to 
keep secret that which they become acquainted 
with in the course of their business. 

For use in legal proceedings, state-authorized 
accountants may make acceptable declarations 
concerning business accountancy, and they should 
preferably be employed for the elucidation of 
matters connected with accountancy in public 
law proceedings: Similarly, they are authorized 
to act as impartial experts in pursuance of tlie 
provisions of the Act of April 14th, 1905, con- 
cerning compulsory compositions. 

I bave mentioned above some of the cases 
where, according to legislation, a state-authorized 
accountant is required as auditor. Further, 
several other Acts have similar provisions, and 
in many subsidized social societies, building 
associations, railway companies, etc., the Depart- 
ment of State demand authorized audits. But 
apart from this, the profession is free; anyone 
may establish himself as an ‘auditor’. 

Nevertheless, it must be emphasized that the 
legislation knows only one category of profes- 
sional auditors: the state-authorized accountants. 
The ‘qualified auditors’ mentioned in the 52nd 
paragraph of the Companies Act are not profes- 
sional auditors. 


Various Commissions for the State-authorized 
+ i Accountant 
As will be seen from the above, most of the 
regulations respecting the profession of state- 
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authorized accountants are directed at their 
duties as auditors. The proper duty-bound 
auditing, i.e. auditing such companies and to 
such an extent as laid down in the statutes, how- 
ever, is a relatively small part of the work of an 
authorized accountant. In the limited companies 
they are trusted intermediaries of the directorate 
and the shareholders, the creditors and the public 
and further, they act as consulting expert account- 
ants by modernizing book-keeping systems, pre- 
paring budgets, and budgetary control, reports 
and analysis for financial management, and by 
rationalizing administration. 

As assistants in commerce and industry and to 
the authorities, state-authorized accountants are 
here again of great importance: they assist at the 
negotiations of the branch organizations respect- 
ing settlement of prices and make declarations 
for the price-controlling authorities, and – last 
but not least — the preparation of returns for the 
assessment of taxes is a very important part of 
their work. 

In the seventh ТЕ of the proclamation 
respecting the profession, its duties, etc., it is 
provided that a state-authorized accountant must 
not give any declaration or certificate respecting 
the state of accounts of those requiring auditing 
if he is connected either with them or their book- 
keeper or cashier by employment, marriage, 
relationship, or affinity, or if he is similarly con- 
nected with the management or directorate of a 
company. If an accountants’ firm or limited 
company is elected auditor, he who signs the 
report or declaration must fulfil the mentioned 
claims. 

Signature for a limited company (of account- 
ants) may be given only by a member of the 
directorate or management board who is-himself 
appointed a state-authorized accountant, or by 
an authorized attorney. 

State-authorized accountants must not give . 
any declaration or certificate as to the state of 
accounts without having investigated the case 
in question in such a manner that they have 
thereby obtained a well-founded conviction as 
to the correctness of either the declaration or 
certificate. 


Auditing Register · 
They shall keep an auditing register, if this is 
demanded by law or in the statutes of the audited 
business or if the client demands it, and in this 
register they shall make an entry on the occasion 
of each auditing of what work has been executed 
and the period covered by the auditing, and an 
entry on the occasion of the auditing of the 
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annual accounts, of the auditing carried out. The 
report shall, inter alia, contain information 
respecting — 

(1) How far the accountant fulfils the decisions 
contained in the statutes or the terms of 
qualification etc., contained in paragraph 7. 

2) How far he has received during the course of 
his auditing all information which he has 
requested, towards the confirmation and ae 

, correctness of the accounts; and 
(3) How far he considers the accounts to be given 
in accordance with the provisions of the statutes 
and articles of association. 


The declaration under (3) above will not 


П 


include the correctness of the accounts as far as · 


concerns their relation to the taxation statutes. 
If the accounts are intended to be used as a 
basis of the assessment of taxes, a special declara- 
tion must be added, stating if the accounts are 
made in accordance with the taxation provisions. 
' The demand that an entry shall be made on 
the occasion of each auditing, if a current 
auditing or even a frequent supervision is carried 
- out, must be interpreted as meaning that entry 
must be made at the end of each audit period. 


‘Further, the auditors must keep a-register, ` 
authorized by the department, concerning the ` 


accountancy work carried out, and they also 


have to send to the Department every year a 


return giving the number of state-authorized 
accountants engaged in the business and the 
number of registered accountancy assistants. | 


Registered Assistants ` E 
A state-authorized accountant may engage-audit 


assistants to the extent required by the business 


provided that the assistants have had at least 
three years' experience in the carrying out of 
the ordinary accountancy work in the office of a 
state-authorized accountant, but it is, further- 
more, permitted that every state-authorized ac- 
countant engaged in such a business may employ 
up to three auditing assistants who do not fulfil 
these conditions. This. provision is made to 
emphasize the duty of providing for the training 
of the young assistants and for their preparation 
for the examination. 
| A registered assistant must be at least 18 years 
of age. Clerks who are occupied exclusively with 
typing, the accountants’ own book-keeping, or 
simple re-counting work, do not count as 
registered assistants. 
| At January rst, 1955, about 1,300 assistants 
were employed by the 425 practising state- 
authorized accountants. -. 
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Cessation of the Authorization | 
The appointment as state-authorized accountant 
is cancelled.if the holder thereof ceases to be a 
Danish subject or ceases to reside in Denmark 
or if he should be declared incapable of managing ` 
his own affairs. 

If a state-authorized accountant is declared 
‘bankrupt, his appointment is suspended until 
the Department of Trade cancels this suspension 
which — except in the case of mitigating circum- 
stances — shall only be when he has procured a 
declaration from all his creditors to the effect 
that they have been satisfied in full or that they 
agree to his discharge. 

Apart from these cases—as is generally 
assumed -the appointment can be cancelled 
only by a judgment of the Courts, either if the 
accountant is found guilty under conditions 
described in the penal code, in which case it 
must be said in the judgment that his appoint- 
ment shall be void for a certain period or for 


. ever, or in a public action brought against him 


for this purpose by the Department of Trade. 


Accanttauts? Organizations 
The state-authorized accountants of Denmark 
have joined in the Foreningen af Statsautoriserede 


` Revisorer (Association of State-authorized Ac- 
` countants), the object of which is to protect the 


professional and general interests of accountants 
and to contribute to increasing the reputation 


,and_ability of the profession. The Advisory Com- 


mittee of the association is frequently employed 
by the Courts and authorities for giving expert 
opinions опг accountancy matters, and these 
opinions, together with the work of the-Research 
Committee of the association, form a solid basis 
for the future preparation of fixed auditing 
standards. 

The official organ of the association is Revision 
og Regnskabsvæsen (Auditing and Accountancy) 
which is published monthly. In addition, the 
association co-operates with the leading organiza- 
tions of accountants in the Western countries; 
it has the closest contacts with the sister associa- 
tions in Finland, Iceland, Norway and Sweden 
in the permanent Scandinavian Secretariat of 
Accountants and by participating in the Scandina- 
vian Congresses on Accountancy, the latest of 
which, the seventh, took place in Helsinki in 
1954- 

By this co-operation the Danish state-authorized 
accountants endeavour to keep the standard of 
their profession on a level equal -to the most 


_exact claims known in any country of the world. 
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FINANCIAL ADMINISTRATION OF 
/. MULTIPLE SHOPS 


by J. A. LORING 
Waitrose Group of the J ohn Lewis Partnership Ltd 


Definition of ‘Multiple Shop’ 
LTHOUGH a multiple organization can be 
taken to mean no more than three or four shops 
with the same owner, Government depart- 
ments have usually defined ‘a multiple’ as being a 
group of ten or more shops under the same owner- 
ship. I suggest that the term | 
` implies a group of shops of a 
similar nature under central 
direction, and not merely а сој- 
lection of essentially dissimilar 
businesses ‘under the same 
ownership. One might try to © 
differentiate between the Лоса] |. 
multiple and the-national mul- + 
tiple; between the ‘family a 
company’ type of multiple, 
the И whose origin and 
growth was planned with con- 
siderable financial resources; but 
the more one tries to break down 
the multiple trade and classify it,. 
the more one comes, І think, to. 
the conclusion that each concern 
has been very much a growth on 
its own. 

The financial administration 
of multiple shops can be divided 
conveniently under budgetary 
control, central accounting and 
statistics, and accounting and 
administration in the shops. I am 
not attempting to define bound- 
aries, but merely suggest the focal points from which 
controls spring. For example, all the tendrils of 
budgetary control will find their way into the shops, 
but budgetary control is essentially a central problem. 
Local accounting, on the other hand, must be subject 
to central policy, but its site of operation is essentially 
in the shop. 

Budgeting is а requirement for any- multiple 
business. It has been suggested that in certain types 
of retail trading budgeting is unnecessary — that when 


per 


sales are subject to violent fluctuations, the regular | 


calculation of variances and the ensuing adjustments 
to.the budget are a waste of time. J am not convinced 
of this. Basically, the problem is that every business 
has limited resources, and if their use is to be regu- 
lated, some sort of budgetary control is essential. 
Budgetary control in the retail trade falla into four 


Based on a lecture delivered to the Birmingham branch of 
the Office а Association on March 18th, 1955. 
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parts: detailed planning of i income and expenditure 
in advance of the period to which it relates, based 
largely on past experience; the use of such ‘figures 
as targets; the regular comparison throughout the 
period of actual results with the budget; and planning 
the use of working capital. 
The Sales Budget. 

The multiple shop often sells 
many different lines, and a highly 
detailed sales budget would 
usually be little more than guess- 
work. It may, however, be 
decided that to implement stock 
investment and trading policy, 
it is desirable to break down 
sales under certain departmental 


headings. Ta - 
The sales budget should. be 
compiled with the shop and its 
manager as the basic unit. The 
perception of the shop manager 
and of the area supervisor will 
usually be limited to known 
` physical factors, such as chang- 
ing geographical conditions; an 
extension of floor space or an 
increase in the amount of coun- 
ter space; and changing con- 
- ditions of local competition. The 
shop manager cannot reasonably 
be expected to take into con- 
sideration increases or decreases 
in basic commodity prices, or 
the effect of advertising — adjustments in respect of 
these rust be made centrally. 

The shop manager's estimates for the sales 
budgets suitably modified by the area supervisor's 
wider experience, will be eonsidered by the central 
sales management, and any improbable forecasts 
amended. The next step will depend upon the nature 
of the central organization, If there is a central pur- 
chasing organization with a separate buyer for each 
group of commodities, the buyer is the official to 
determine what amendments should be made to the 
original forecast, taking into account price levels, 
market conditions and Government policy. `. 





Gross Profit | 
The buyer, or purchasing өсе, is also the best man 
to estimate the rates of the gross profit: if the statis- 
tical unit of thé accounts department has operated 


efficiently, he will know the latest trading results and: 


н 
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should be in a position to make intelligent forecasts. 
There may be break-downs within each departmental 
gross profit estimate. Some organizations first calcu- 

ate a primary gross profit, deduct from it an estimate 
of price reductions, and further reduce it by an 
estimate of anticipated stock leakage, and, perhaps, 


| Of discounts. Exactly what is to constitute gross 


* profit is a matter of internal policy which I shall not 
‚ deal with in this article. 


I may give the impression that I visualize only the: 
' larger type of organization, but I realize that a 
. business may be effectively controlled by a working 


managing director and a company secretary or 


' accountant. But no matter how small an organization 
. may be, whoever is responsible for budgetary control 


should make full use of available technical and local 
knowledge; the budget should never be imposed 
| without proper consultation with those whose results 
! are to be judged by it. 
The extent to which expense estimates should be 
' broken down will depend upon the nature and policy 
· of the business concerned. Little or no'useful purpose 
‘is served by asking the shop manager to estimate 
expenditure of this nature. The trend of previous 
years is the most reliable guide. 
When the estimates of sales, gross profit and 


Џ 
, 


| ‘expenditure have been obtained, they can be collated 


for the consideration of top management. 
. The building up of the budget in this way presents 
few problems, but it is in deciding to which grade of 
‘management is to be delegated the responsibility for 
‘parts of the master plan that we meet difficulties 
caused by the scattered nature of the average multiple 
business. The shop manager should be given just 
sufficient information to constitute his target and 
be judged only on the income, profitability and 
expenditure over which he has effective control. ' 

! The next highest management grade in the organ- 
ization will probably be the area supervisor; now, 
although he should be expected to act upon more 
complex information, his responsibility also should 
be limited and his attention directed only to specific 
results which are falling short of budget. 


Central Accounting and Statistics: 
Financial Control of Stock Investment 


A major problem of the retail trade is that of stock 
investment — to ensure that stocks are just adequate 
at any time. This presents difficulties when the rate 
of sales fluctuates considerably. ЈЕ is, of course, 
essential that any form of stock control should be as 
flexible as possible. The yard-stick must be either a 
stock plan or a stock target; a stock target usually 
takes the form of an unvaried figure above and below 
which the stock will fluctuate throughout the budget- 
ary. period, but at which it x expected to close at the 
end of that period. 

А planned stock will differ from the stock target 
inasmuch as it will attempt to forecast the variations in 
the. stock levels throughout the budgetary control span. 
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Methods of controlling stock differ. Many organ-. 
izations have commitment control under which each: 
buyer has a ‘purchase ration’ and all orders receive 
central financial sanction. The total of each order is 
subtracted from the balance of the ration, adjustments 
being made, usually at the beginning of each month, 
for unfulfilled commitments. In order that this system 
should not operate too rigidly, a merchandise con- 
troller holds discretionary appropriations which can 
be used to finance large forward commitments and 
special purchases for which the ration is inadequate. 

Many multiple organizations зрее the ‘retail 
inventory system’ under which all goods sold in 
branches and warehouses are held at their retail selling 
price value. An invoice is given a selling price value 
and the costing unit accumulates totals which will 
show, at any time, the total cost value of the stock 
and the total selling price, the difference between the 
two being the mark-up or envisaged profit margin. 
Whether this system is used or whether stock is 
recorded at cost is almost immaterial from the point 
of view of stock control, but the retail inventory 
system has the advantage over the cost price system: 
in providing an approximate gross profit at any time 
without recourse to stock- . In many organiza- 
tions the higher cost of operation is considered to be 
offset by the reduction in the number of stock-takings. 

In certdin types of trading there is ‘unit stock 
control’; an interesting example being in the retail 
fur trade. One company, by an ingenious use of 
pns cards, designed a system which gave the 

tion of every unit of stock at any time, showing 
whether it had been sold. Unit stock control, is, of 
course, unsuitable for most types of trading. But it is 
interesting to note that with the spread of expense- 


‘centre accounting in America, the problem of quantity 


control of individual lines of stock is receiving a great 
deal of attention. 

The nature of the statistics produced by а multiple 
organization will depend very much upon the 
business. I believe that statistical work should be 
kept separate from financial accountng as far as 
possible; statistics should certainly not have to wait. 
upon the production of accounts bas should be pro- 
duced either collaterally or in advance of the financial 
accounts. 


Recording of Financial Transactions 
Double-entry book-keeping, being so flexible, is not 
presented with any special problems by multiple 
trading. A multiple organization must know the 
result of trading of each of its shops and the result of 
its total trading. 

The accounting system should produce first a total 
result, and then the individual shop results. It should 
be designed to set out the results, both functionally 
and comparatively. By ‘functionally’, I mean that it 
should be possible for the official concerned easily to 
pick out from the profit and loss account that group 
of expenses for which he is responsible. By ‘сот- 
paratively', I mean that there should be, side by side 
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оп the profit and loss account, the actual spendings, 
the estimated expenditure, and the actual expenditure 
of the corresponding period of the prenne year or 
of the previous months. 

Some form of summary of assets and the estimated 
liabilities may be required: this should be set out in 
such a way that changes in the amounts can be seen 
at a glance, and should be fully annotated so that the 
least financially-minded of the management team can 
easily understand tbe significance of the changes. 


Financial Administration in the Shops 


It is essential that accounting and administrative 
work at shop level should engage the smallest possible 
amount of a.shop manager's time and should be 
devised to attract from him the maximum efficiency, 
on the assumption that he is a sales er and not 
an accountant. He should know exactly what is 
expected of him; he should have short and easily-read 
instructions which will leave him in no doubt as to 
the clerical method and systems. 'There should also 
be a centrally originated circular to keep him informed 
of changes in the clerical system and other essential 
matters. 
In a credit-giving multiple business, the main- 
tenance of sales ledgers may present a considerable 
roblem. Generally speaking, the able shop manager 
бав not much aptitude for book-keeping and clerical 
work, and in the small or medium-sized shop it is 
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difficult to employ clerical staff economically. In the 
event of sickness or absence the problems arising 
from work getting into arrears can be quite serious, 
especially when only one clerk is employed. 

The importance, in terms of goodwill, of accurate 
and prompt rendering of statements of accounts is 
considerable, and this can be best achieved by 
centralization which enables full advantage of the 
division of labour and full implementation of the 
credit policy. Centralization may not be practicable 
where shops are widely separated, but a medium- 
sized multiple, with all its shops within a circle of a 
hundred miles diameter, should have centrally- 
produced customer accounts. 

The shop manager must have the maximum time 
to devote to purely trading matters, and returns 
required by the central organization must be easy to 
complete. The Su of simplification will depend 
upon the amount of information — some organizations, 
with only a cash trade, expect as little as a duplicate 
copy of the daily bank paying-in slip, with, perhaps, 
a cash summary at the end of the week. Others, where 
there is distinction between cash trade, credit trade 
and perhaps hire-purchase, will require a more com- 
plex daily report. This part of financial administra- 
tion is vital. The policy must be to keep the shop 
manager out of the office and to ensure that the 
completion of his routine returns is as simple as 
possible. 


WEEKLY NOTES 


Receiver and Manager 
À leading article under this heading in our last issue 
dealt with the recent case of B. Johnson & Co 
(Builders) Lid ([1955] 3 W.L.R. 269) – а matter of 
great importance to members of the profession who 
undertake the duties of receiver and manager. 

As our leading article stated, the law on the subject, 
hitherto by no means clear, has in several respects 
been clarified by the case. Readers may be further 
interested in the following extract from the judgment 
of Lord Justice Jenkins in the Court of Appeal, 
which gives a remarkably clear summary of the 

` standing of a receiver. 

His lordship said: 

‘The duties of a receiver and manager for debenture- 
holders are widely different from those of a manager 
of the company. Не is under по obligation to carry 
on the company's business at the expense of the 
debenture-holders. Therefore he commits no breach 
of duty to the company by refusing to do so, even 
though his discontinuance of the business may be 
detrimental from the company’s point of view. 
Again, his power of sale is, in effect, that of a 
mortgagee and he, therefore, commits no breach of 
duty to the company by a bona fide sale, even though 
he might have obtained a higher price and even 
though, from the point of view of the company, as 
distinct from the debenture-holders, the terms might 

· be regarded as disadvantageous. ' 


‘In a word, in the absence of fraud or mala fides 
(of which there is not the faintest suggestion here), 
the company cannot complain of any act or omission 
of the receiver and manager, provided that he does 
nothing that he is not empowered to do and omits 
nothing that he is enjoined to do by the terms of his 
appointment. If the company conceives that it has 
any claim against the receiver and manager for 

' breach of some duty owed by him to the company, 
the issue is not whether the receiver and manager 
has done or omitted to do anything which it would 
be wrongful in a manager of a company to do or 
omit, but whether he has exceeded or abused or 
wrongfully omitted to use the special powers and 
discretions vested in him pursuant to the contract of 
loan constituted by the debenture for the special 
purpose of enabling the assets comprised in the 
debenture-holders’ пл а to be preserved and 
realized." 


The Society's New Syllabus 
The changes in the new examination syllabus of The 
Society of Incorporated Accountants, which will be 
in force as from the November 1957 examinations, 
reflect the gradual orientation in the nature of the 
services now being asked of the profession. In the 
Intermediate examination, more importance will be 
given to auditing and taxation and there will be a 
separate paper for each subject. In the Final examina- 
tion, there -be an accountancy: paper in each 
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part and the number of law papers will be reduced 
from three to two. The present papers on general 
financial and commercial knowledge and on econo- 
mics will be combined in one paper to be called 
economics and financial knowledge. The 
costing paper will be broadened and given the title – 
ent accounting with s reference to the 

retation of accounts and the use of costing data. 
y, one of the papers now set on advanced 
accounting, auditing and taxation will cover auditing 
and investigations. 

The rearranged syllabus and the times allotted for 
the respective papers will be: 


inte 


INTERMEDIATE EXAMINATION 
Accounting I г ; 3 hours 
Accounting II we .. 3 i 
Auditing .. P - m 3 5» 
Principles of taxation 2-5; 


аи of financial and commercial 
OW! 3 
Elements of English, Irish or Scots Law 


FrNAL EXAMINATION 
Part I 
Advanced accounting Y 
Advanced accounting II.. 
Company, p partnership and eommercial 


3 
3 
3 

Law relating to erecutorihip, insolvency 
and arbitration = 93 
12 


Part II 
. Auditing and investigations — .. 
Management accounting with special 
reference to the interpretation of 
accounts and the use of costing data .. 3 
Economics and financial оона МА 3.5 
| ‘Taxation . | is 3 


| | The Intermediate examination in its new form will 
occupy five hours more than it does at present and 
the revised Final examination will take in all three 
hours more. It is assumed that these extensions are 
intended to give the. candidates more time to consider 


' the questions set rather than to increase the number 


to be answered. 


Leverhulme Research Scholarship 
in Management Accounting 


Our issue of April 2nd last, contained a Weekly Note 
regarding the establishment of a £2,000 Leverliulme 
Research Scholarship in management accounting. In 
the | (previous issue an official notice had appeared, 
giving details and i inviting applications from interested 
candidates possessing the necessary qualifications. 

It has now been announced by the Leverhulme 
Trust that while twenty-one applications were 
received the selectors, careful consideration of 
all the applications and the interviewing of a number 
of candidates, feel themselves unable to make any 
recommendation to the Leverhulme Trustees for 
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an award. Accordingly, no scholarship will be given 
this year. The scholarship will be publicized 
next year, when it is hoped that an award will be made. 
The board of selectors for the scholarships are: 
Sir Harold Howitt, G.B.E., D.8.0., M.C., F.C.A., а Past- 
President of the Institute (chairman); Mr H. A. 
Benson, С.В.Е., Е.С.А., a partner in Messrs Cooper 
Brothers & Co, Chartered Accountants; Mr L. С. 
Hawkins, F.8.4.4., a member of the Council of The 
Society of Incorporated Accountants and of London 
rt Executive, and Mr P. H. Shirley, 
A.C.A (Aust), chief accountant, Unilever Ltd. 


Land Development Charges 


Claims which were pledged to the Central Land 
Board under the Town and Country Planning Acts, 
1947, are to be reduced in value or extinguished, 
with a corresponding discharge or reduction in 
liability for development charge. The Town and 
Country Planning Acts, 1954, have thus amended 
the financial provisions of the 1947 Acts and estab- 
lished a new system of compensation for the loss of 
development value in land. The report of the Central 
Land Board gives details of the amounts of develop- 
ment charges it had collected in cash under the 
Acts — £16 million by the end of March 1955, plus 
£9°7 million set off against claims of various types. 

the same period the Board made payments 


‘amounting to {7:3 million (including interest) to 


7,913 claimants. 
During the year under review, ending March 31st, 
1955, the Board paid out about £6:2 million, the 
bulk of which – £5-9 million – went to 2,649 claim- 
ants on account of acquisition by a public authority, 
and most of the remainder – {1-4 million – to 5,261 
claimants on account of development charge paid. 
During the same period the total amount the Board 
received in cash ог set off against claims amounted to 
£175 million in 1,719 cases. A use^ul start has thus 
been made in winding up an experiment which proved 
of dubious value. 


. Tightening the Screw 


'The continued deterioration in the gold and dollar 
reserves underlines the necessity of curbing home 
demand and encouraging exports. At the end of 
July the reserves were down to $2,544 million, a 
fall of $136 million during the month. A deficit of 
25 million with the European Payments Union in 
uly, half of which will have to be settled in dollars 
this month, suggests that there will be little improve- 
ment at the end of August. The Treasury’s corrective 
policy of dearer money and credit restriction is, 
however, already making itself felt, as witness the fall 
in stock-market prices last Friday, as a result of 
the contraction of bank overdrafts. Following the 
Government directive for a ‘significant’ cut, the. 
banks are aiming to curtail their loans by about то per. 
cent in the next six months and a rather smaller amount 
in the ensuing half-year. This means a drop of about 
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£200 million within six months, not quite enough to 
cancel out the rise of £300 million which occurred in 
the first six months of this year. The rise in the 
Treasury bill rate to 4 per cent on Saturday, the 
first major advance for two months, might be 
interpreted as evidence that the Government intend 
to rely to an even greater extent than hitherto on the 


corrective effect of orthodox monetary controls, but. 


this appears to have been a consequence of the 
restriction in bank loans rather than a measure 
designed to reinforce its effects. 


Pakistan Devalues 


The Pakistan Government's announcement last week 
of its decision to devalue the Pakistan rupee came as 


a eurprise. The exchange rate in relation to sterling . 


is now 15 6d, the same as before the devaluation of 
sterling in September 1949. The Pakistan rupee was 
previously quoted in London at about 2s 144. The 
reason given by the Pakistan Finance Minister was 
that the country must increase its exports and that 
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devaluation was an essential pre-requisite. He argued 
that it placed Pakistan in a strong position for building 
up its exports of manufactured jute and cotton goods 
and that it would act as a stimulus to the production 
and exports of raw cotton. 

'The devaluation came as a shock to the Dundee 
jute industry, though so far the precise effect on 
raw jute prices cannot easily be assessed. Shippers are 
still quoting the same prices as those prevailing 
before devaluation and reports have been received 
that an export tax may be imposed on raw jute 
exported from Pakistan, to be levied on all purchases 
not yet shipped. The intention of the tax would be 
to provide a fund for growers and thus assist the 
growth of the industry. Jute and cotton manufac- 
tures, on the other hand, and raw cotton, for which 
there is a highly competitive market, would be 
cheaper. The immediate reaction of the Indian 
Government was to abolish all export duties on jute 
goods, which have been in force in varying о 
since the First World War. 


REVIEWS 


Profit-Sharing in Practice and Law 


by John C. Harper, LL.B.(Lond.) 
Barrister -at-Law 


(Sweet & Maxwell Ltd. London. 38s 6d net) 


The appearance of this book at the present time 
could hardly have been more opportune. The 
author’s flair for intelligent anticipation is further 
emphasized by these remarks on page 272, written 
presumably in April this year: 


profit-sharing from tolerant permission to active 
encouragement is not impossible.’ 


There is a good deal of literature on this compli- 
cated and controversial subject, and the author 
appears to have read it all very carefully. While he 
maintains an objective detachment as to the social 
advantages of profit-sharing, he deals very thoroughly 
with the practical side. As a former chartered account- 
ant and a practising barrister, he could hardly be 
better qualified to undertake this task, and he has 
performed it excellently. 

Mr Harper begins by defining profit-sharing in the 
sense in which the phrase is used in the book. 
Broadly speaking, it is a freely-entered agreement 
by which the employee receives a share ~ fixed іп’ 
advance – of the profits made by the employer. 

He also deals with some of the psychological 
aspects of introducing and operating a profit-sharing 
scheme. Three main heads are given to the possible 
schemes – a direct share in the profit earned; a bonus 
varying with the dividends paid; and the holding by 
or for the benefit of employees of share capital in the 
company. Each of these schemes raises difficult legal. 
and financial problems with which the author deals- 


fully. The text is reinforced by some useful pre- 
cedent forms which, of course, will require to be 
used with caution. . 

Some very minor blemishes are to be found in this 
helpful work. The exposition on page 8o of the tax 
treatment of interest paid by the employer is different 
from that on pages 42 and 46. The mode of calcula- 
ting the estate duty liability in respect of a gift for 
which partial consideration was given is not quite 
correctly stated. Finally, the form on page 231 leaves 


: . . ~“ room for some improvement. 
t, . . a change in the Legislature's attitude towards 


But these are not points of great significance and 
it is doubtful whether any other book deals so 
thoroughly with this highly specialized subject; it 
wil be a brave man, lawyer or accountant, who 
advises on a scheme without referring to Mr Harper's 
contribution. 


Government Finance and Fiscal Policy in : 
Post-War Britain 


by A. К. Пегвіс, B.Com., M.Sc.(Econ.) 
(Staples Press Ltd, London. 25s net) 


The aim of this book is a worthy one, the presentation 
of the subject-matter is both lucid and penetrating, and 
the general style makes for easy and pleasant reading. 

In the main section, the author sets out to discuss 
the effects on the economy of the present levels of 
taxation and in so doing he makes extensive use of the 
evidence submitted to the Royal Commission on 
Taxation. It is perhaps a little unfortunate that 
the book went to ane before the final report 
appeared. Nevertheless, the professional student as 
well as the student of public ce will find therein 
a great deal of interest and value. But the principles of 
taxation cannot be properly considered nowadays 
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apart from current economic policy. The author 
rightly enunciates the basic principle that no tax 
should be imposed which runs counter to the object- 
iv 
excellent chapters to an explanation of the economic 
background of modern fiscal theory. 

er equally good chapters discuss the cheap 
money policy of the immediate post-war period and 
the return to fiscal orthodoxy from 1951 onwards. 


For the most part, the author is content to present . 


all the evidence and leave the reader to arrive at his 


owh conclusions. Occasionally, however, and this adds ` 


to the value of the book, he states his own views which 
will certainly commend themselves to most econo- 
mists. There can be no doubtthat the author's reputa- 


tion me be eee eabanced Pes this, his latest.. IwrRODUCTION TO ENGLISH LAW, 3rd edition, by Philip S. 


effort. 


Taxation’ Key t to Tica Tax and а 
(Finance Act, 1955 Edition) 
Edited by Ronald Staples 
: (Taxation Publishing Co Ltd, London. . 
| тоғ net; 10s-3d-post free) ` : 
We welcome another edition of this great favoürite 


among tax text-books. There is a value and comfort : 
in having available, within one cover, an up-to-date - 





exposition of the law in which i ingenious arrangement 
es it possible to cover a very wide range and at the 
same time to provide facilities for almost instantaneous 


Dedref money moves, not only in London but in 
other world financial centres, have.led to a wide- 


: spread shake-out in world stock-markets. London 
' has 


had the heaviest down-turn since the ‘boom’ 
began in mid-1952, but general opinion is that the 
forcing out of speculative money from the stock- 
market wil have done no lasting harm if it merely 
pushes prices back to a more realistic level on 
which a more.reliable advance can be based, The 
‘boom’ had become dangerously inflated. 





Bovril Accounts : 

This week's reprint gives the accounts of Bovril Ltd. 
Most people merely know the company by its 
product not edidi that it is one of the world's 
ers. In the 1954 accounts, the 
directors have changed the form of the accounts to 
show the extent of the company's interest in 
Argentina. Fixed assets in Argentina have been 
suede and the amount of the net current assets 


there is shown in a note at the foot of the balance 
sheét. This action has been taken to give shareholders 
‘as complete a picture as possible’. 


~. Dord Luke, the chairman, reminds then that the 
meat industry in Argentina has been operating on а 
unsatiefactory basis for mariy years. The 
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of fiscal policy. Accordingly, he devotes three. 
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reference. Although the book covers only 222 pages, 


-it contains much useful information which 18 often 


lacking 1 in larger books. 


RECENT PUBLICATIONS _ 


ACCOUNTS AND THE PRACTICAL FARMER, by К. W. Smith, ` 
pt 88 pp. 9X 55. ros net. Gee & Co (Publishers) Ltd, 
Lon 


A HANDBOOK вов Economics STUDENTS, by Leo Ts Little, 
B.8C,(ECON.). xii-- 181 pp. 74 X 5. 75 ба nee Jordan & Sons 
Ltd, London. ' 

А CURRENT DIGEST oF THE Law AFFECTING ACCOUNTANCY, 
4th issue (May 1st —August 318, 1954). 91 pp. X6. 
5s net. The Incorporated Accountants’ Research 
mittee, Incorporated Accountants’ Hall, London. 

HANDBOOK OF MODERN ACCOUNTING "THEORY, edited b 
Morton Backer. 620 pp. 94$ X61. 745 net. Prentice-Hall 
Inc., New York; Bailey Bros. & Swinfen Ltd, London. 


James, M.A., BARRISTER-AT-LAW, xxvi+485 pp. 84x 6. 
155 net. Butterworth & Co (Publishers) Ltd, London. 
EXECUTORSHIP ACCOUNTS (AUSTRALIA), 3rd edition, by E. 
`: Bryan Smith, Р.А.В.А., A.C.I.8., A.B.T.C. 248 pp. о 302 
net. The Law Book Co of Australasia Pry. Ltd, Sydney. 

Housing Rents ~ ACCOUNTING AND CONTROL, by wi 
Вид, B.SC.(ECON.), A.LM.T.4., К. Howell, B.A.(ADMIN. iy 
A.I.M,T.A.,'and Н. C. Vincent, A.I.M.T.A., A.8.A.A, 5I рр. 
84% 5%. (Paper cover.) 7s 6d post free. The Institute of 
Municipal Treasurers and Accountants, London. 

Tse MODERN APPROACH To INTERNAL Áuprrixo, 17 pp. 
9 хб. (Paper cover.) as net. The Association of Certified 
and Corporate Accountants, London. 

BooK-KEEPING AND ACCOUNTS FOR. BUSINESS, GENERAL 
СЕВТЇРІСАТЕ AND OTHER Examinations, by Derek 
‘Thomas, F.A.C.C.A., F.C.C.8. 472 pp. 7X 5. (Paper cover.) 

.71 net. Clark's Publications, London. 


FINANCE AND COMMERCE 


Government has fixed cattle prices and wages as | 
well as selling prices of products at such figures that 
the plants could only operate at heavy loss. | 

:For some time, up to September 1953, losses 
arising from corned beef manufacture together with a 
small margin of profit were met from a Government 
compensation fund. By a recent decree, the system 
has been altered. for 1954. 

The company's Argentine factory year ends on 
September 3oth and no compensation for the sub- 
stantial losses in the last three months of the calendar 
year 1953, Lord Luke says, can be claimed. No 
margin of profit for 1954 is mentioned in the Govern- 
ment decree and representations for a reasonable 
margin are so far without result. 

And so for the year under review, Lord Luke 


'.explains, profits have suffered a setback because of 


Argentine losses. He assures shareholders that the 
accounts have been drawn up on a reasonably 
conservative basis but “with the large figures in- 
volved, they may be subject to adjustment.to the 
extent Ren + 50,000 either way in the final settlement’. 


Overseas Uncertainty . 


We referred in our issue of July 23rd. to'thé separate 
consolidation of the accounts of the overseas sub- . 


m-... 
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sidiaries of W. & T. Avery Ltd, the weighing machine 
makers. The directors took the view, in effect, that 
the overseas subsidiaries lived such a life of un- 
certainty, subject to the vagaries of politics, trade and 
exchange controls, etc., over which they could have no 
control. 2 

There is a further angle on the subject this week in 
the experience of Allied Sumatra Plantations Ltd, a 
company with plantation interests in Indonesia. Into 
the holding company's 1954 profit and loss account, 
a dividend of Rupiah 2,752,000 declared. by the 
larger of the two subsidiaries, has, although unre- 
mitted, been brought in at an approximate rate of 
R32 to the £ — £86,000. Exchange reserve is raised to 
£50,000 by an allocation of £25,000, dividend main- 
tained at 5 per cent, and carry-forward raised from 
£96,071 to 199369. 

After the board had passed the 1954 accounts and 
published the results, the Indonesian Exchange 
Control made new regulations whereby overseas 
companies, before remitting profits, must deposit 
in a special account with the Bank Indonesia 40 per 
cent of the annual fiscal profits remaining after 
payment of Indonesian company tax. Three-fifths 
of the remainder is then remittable subject to 
pene The other two-fifths is required to pay the 
evy on remittances imposed by an emergency law 
of March last. The funds deposited with the Bank. 
are for use at its discretion ‘for the maintenance and 
improvement of conditions within the relative 
enterprises’. | 


Remittance Basis 


It seems inevitable, states Mr A. L. Mathewson, the 
chairman, that the remittances which the sub- 
. Sidiaries may be permitted to make in respect of 1954 
will now fall short of the amount brought into the 
holding company's accounts as dividend, although 
the dividend was fixed on a conservative basis in 
relation to the regulations then existing. He points 
out, however, that it was against such contingencies 
that £25,000 was added to the exchange reserve so 
that as far as can be foreseen at present, adequate 
provision has been made for this 'clawing back of 
remittable profits’. 

After this further example of the vagaries of 
Indonesian exchange, the directors are considering 
the advisability of adopting a remittance basis of 
accounting which will bring in subsidiaries' earnings 
only when remitted. The present position is that out 
of some £54,000 estimated to be remittable in 
respect of 1953 trading, only £16,500 was received 
up to end-1954 and £24,000 since. 


| Money Market 
With a reduction to {99 in the bid, the discount 
market has raised the Treasury bill rate to over £4 рег. 
cent. Applications on August sth totalled £3 50,765,000 
and 56 per cent allotment was obtained with the 
average rate £4 os o-42d per cent. This week's offer 
is £240 million. . 007 


24,003 





8,920 
ng 


1954 
£ 
18748 19,655 — 





1953 
£ 
8,733 





п пе factory operations 


А 
September dod. 1954, have been incor- 
into account & cash refund from the 
953 was arrived at збег deducti 


n 


r ending 


Other Emoluments 


eration is as follows: — 


Profit on Realization of Fixed Assets and Investments 


Notes 


. Income from Investments: 
1. The aggregate amount of Directors’ Remun- 
2. In this Account the results of the 


Profit on Trading 


1953 


£ 


184,179 Balance brought down from Consolidated Profit and Loss Account 


209,624 Balance brought forward from last Aecount .. 
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BOVRIL LIMITED – Appropriation Account for the year ended December 3st, 1954 


res, Preference and Ordinary ` 


(Net). 4 5 x3 
Stock at 24 per cent (Net) . 


Profit dealt with Ih the Appro- 
Fina! Dividend on Deferred Stock at [23 per cant (Ме 


vil Limited .. 
hai 


тра 
АУ 
се Sheet 


gondes 


roñts of Subsidiary Companies applicable to 


n Profits for the year: 


m income Tax 


Profits Tax  .. 


о 


gio 


| 
panies 


BOVRIL LIMITED AND [TS SUBSIDIARY COMPANIES – Consolidated Profit and Loss Account for the year ended December 316, 1954 
Undistributed Р. 


Bovril Limited 
priation Account о! 


Proportion applicable to outside Shareholders in Subsidiary 
m 
Balance carried dowi 


Less Tax over-reserved In Past Years .. 
Stocks to December ist, Í 


United Kin 
[3,750 Interim Dividend on Def 


Depreciation on Bulldings, Plant, Transport and Office Equipment 


` Auditors’ Remuneration 
Dividends on Pre-Preference 


Taxation aris 
Whereof: 

Proposed 

Reserve for Contin 

Balance carried со 


£ 


85,800 
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"CORRESPONDENCE 


The Editor does mot necessarily agree with, or hold himself responsible for, the opinions expressed. 


| Tax on Meal Allowances: 
Sm, - À recent decision in the High Court confirmed 
that tea or dinner allowances made to an employee 
whe worked late are taxable. 

This case draws attention to the present unsatis- 
factory position in the treatment of these payments 
а. tax purposes for different taxpayers. 

daughter thas recently taken up nursing at one 
of the pe hospitals. From her salary of about 
£200 per annum is deducted the cost of board etc. 
and also a few shillings per week for income tax 
based en the gross amount of £200 per annum. 

Ilhave recently been reading a booklet issued by 
the ‘Board of Inland Revenue headed ‘The farmer’s 
guide to pay-as-you-earn’. On page 10 is stated "What 
gross pay means’ and then it proceeds to set out ‘what 
must not be treated as pay’. This is stated as follows: 

“You should not treat as “рау” the value of any 
benefits i in kind which the worker receives free, even 
though they have to be taken into account in 
calculating wages under the Agricultural Wages 

(Regulations) Ácts. Examples are: 

(a) Board and lodging provided by you either in the 

. farm-house or by contracting with someone else 

to feed and house the worker. 

(Бу A cottage. 

(с) Milk and other produce; coal; grazing rights.’ 
There must be thousands of resident medical staff 
in hospitals, policemen living in, resident teachers in 
colleges and many other classes of taxpayers who do 
not get such ‘favourable treatment by the Inland 
Revenue as farm workers apparently do. Here 

in, it appears that if a farmer contracts with 
someone else to feed and house the worker, the 

sont 80 paid by the farmer is not added to 
the farm worker's wages for tax purposes but if the 


.farmer were to pay the worker the gross amount 


and instruct him to pay the person who fed and 
housed him, tax would be assessed on the ртоза 
amount of the pay. 

The whole matter needs revision and I would 
draw the attention of the various associations 
représenting the resident medical staffs, policemen, 
teachers, etc., to во legally arrange their affairs во as 
to attract the least amount of tax on their salaries. 

Yours faithfully, 

Sthansea. B. BADDIEL. 


| Rubber Stamps on the Wrist 
Sim, -I read with great interest the letter from 
‘Intaglio’ regarding rubber stamps on the wrist 
(July зоё issue) During the war, I conceived 
the idea of these stamps but was unable to. obtain 
them commercially so made my own PE the use 
of my accoun machine operators. The output 
es the dns; increased кено Dy about то per cent 
and caused no inconvenience а the operators, in 
fact one operator wore one on each wrist for one 
particular pim I found that the girls welcomed 


them as they cut out the searching for the more usual 
type which happens from time to time with the 
obvious effect on output and temper. 

. I have passed this idea on to several accountants 
who, like myself, have been unable to obtain them 
but have made them for their own use. If your 
correspondent would like the design which I used I 
will be pleased to send it to him and I can assure him 
that no special skill is required in making them. 

Yours faithfully, 
Monkseaton, Whitley Bay. Е. W. GIBBONS. 


Loans for House Purchase: Interest Rates 
Sir, ~ I observe that on page 163 of The Accountant 
(August 6th issue) you comment on the interest rates 
of building societies and finally state: 

‘in this respect it will be of considerable interest to 

see whether the rates offered by local authorities are ` 

raised in proportion’, 

I would draw attention to the fact that advances 
by local authorities under the provisions of the Small 
Dwellings Acquisition Acts are controlled by statute 
asl д, 
‘One-quarter per cent above the Public Works 

Board loan rate to local authorities existing one 

month before the terms of the advance were fixed.’ 

As, therefore, the rates of interest charged by the 
Public Works Loans Board were increased on July oth 
from 3$ per cent for loans for more than 5 to 15 years 
and 4 per cent for loans over 15 years, to 41 per cent 

for all loans for more than 5 years, with the result that, 
as from August gth the rate of interest on S.D. AA. ` 
loans will increase to 44 per cent, it will be seen that 
some increase has already taken place 

Yours fai У, 

W. В. WRIGHT, Treasurer, 
Hopprspon Urnsan District COUNCIL. 
Hoddesdon, Herts, 


B.U.P.A. Accountants’ Group 
Sr, – With reference to the letter from us which you 
kindly printed in your issue dated May 28th, 1955, 
we write to advise you that the following 
have been made in the classes of persons eligible to 
join the Accountants’ Group of the British United 
Provident Association: 

(1) The Group has now been extended to include 
non-practising accountants (in addition to account- 
ants in practice and/or to the members of their 
staffs 


(z) The Group is unable to accept any applications 
from outside the United Kingdom. 
Yours fai y, 

Rose, GLUCK & Co, 
Hon. Group Organizers, 
B.U.P.A. ACCOUNTANTS’ GROUP. _ 
Room 5, 14 Queen Victoria Street, 
, ЕС4. 
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ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, August 3rd, 1955, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr W. S. Carrington, President, in the chair; Mr A. 8. H. 
Dicker, Vice-President; Mr W. L. Barrows, Sir Harold 
Barton, Mr T. A. Hamilton Baynea, Sir Bernhard Binder, 
Messrs J. Blakey, С, W. Boyce, све, P. Е. С nter, 
D. A. Clarke, J. Clayton, S. W.. Cornwell, E. C. Corton, 
W. W. Fea, С. R; Freeman, Sir Harold Gillett, M.C., 
Messrs P. F, Granger, D. V. House, Sir Harold Howitt, 
G.B.E., D.8.0., M.C., Messrs W. Н. Lawson, C.B.&., R. B. 
Leech, M.B.E., T.D, К. McNeil, К. А. E. Moore, 5. J. 
Pears, C. U. Peat, M.c., P. M. Rees, M.c., P. V. Roberts, 
L. W. Robson Sir Thomas Robson, M.B.E., Messrs С. Е. 
Saunders, Gilbert D. Shepherd, w.».&, К. G. Shuttle- 
worth, C. M. Strachan, о.в.к., E. D. Taylor, G. L. C. 
Touche, А. D. Walker, Sir N. E. Waterhouse, K.B.E., 
Messrs M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., with the Secretary and Assistant Secretaries. 


Death of Mr Alfred George Pearson, F.G.A.. 


The Council received with regret the report of the 
death of Mr Alfred George Pearson, Е.С.А., Grimsby, 
a former member of the Council. 


Examination Results - May 1955 


The Examination Committee reported the results of 
the examinations in May 1955, as follows: 








Passed Failed Total 
Preliminary 44 110 154 
Intermediate 596 643 1,239 
Final 400 474 874 
1,040 1,227 2,267 
The following prizes and certificates of merit were 
awarded: 
Preliminary 


First in Order of Merit and the Institute Prize 
Willings, Malcolm Robert Thomson, Greenford. 


Intermediate 
First Certificate of Merit, the Institute Prize, the Robert 
Fletcher Prize and the Plender Prize for the Taxation and 
Cost Accounting paper 
Taylor, David Mills (J. S. Lake), London. 
Second Certificate of Merit 
Ransom, Robert Stephen (W. H. Mason), London. 
Third Certificate of Merit and the Tom Walton Prize 
Oddy, Frederick Michael (J. W. G. Mitchell), Bradford. 
Fourth Certificate ој Merit and the Plender Prize for the 
Book-keeping and Accounts (Partnership) paper 
Gerrard, George Alec (L. Nicholas), Liverpool. 
Fifth Certificate as Merit and the Flight-Lieutenant Dudley 
Hewitt, D.F.C., Prize 
Mounter, John Ernest (L. M. Biggs), Guildford. 


Sixth Certificate of ее and the Plender Prize for the 
Frost, Miss Barbara (D. (D. Ir Williams), Lewes. 


Seventh Certificate of Merit 
Leitch, Alexander Walker (J. Wilson), Middlesbrough. 


Eighth Certificate of Merit and the Plender Prize for the 
General Commercial Knowledge paper 
Beevor, John Rowland (J. W. Clement), London. 
Ninth Certificate of Merit 
Cariss, Paul Roger (R. T. Salt), Birmingham. 
Lawley, Barry William (E. B. Westwood), Birmingham. 
Eleventh Certificate of Merit i 
Sherwood, Kenneth Alan (S. F. Nash), London, `. 
Sulzbacher, Мах (№. С. К. Nash), London. 
Thirteenth Certificate ој Merit 
Jowett, Peter Waring (J. M. S. Coates), 
ewcastle upon Tyne. 
Fourteenth Certificate of Merit 
Jones, Malcolm Edward Garnsey (A. N. Hargreaves), 
Londen. 
Reeve, Paul Brian g. C. Benson), Newcastle upon Tyne. 
Sixteenth Certificate of Merit 
Bennett, William Joseph (C. Brassington), Wolverhampton, 
Jones, John Trevor (F. H. Walsh), Burnley. 
Keller, Richard Henry (H. G. Blank), London. 
Schomberg, Raymond (H. T. Easdale), London. 
Twentieth Certificate of Merit 
Burton, Alan John (B. A. Reynolds), Ashford, Kent. 
Twenty-first Certificate of Merit > 
Motteram, Robert William (С. Е. Middle), Stourbridge. 
Twenty-second Certificate ој Merit 
Callard, Anthony (G. P. Waring), Liverpool. 
Williams, John Puryer (R. D. Brewis), London. 
Twenty-fourth Certificate ој Merit and the Plender Prize 
for the Book-keeping and Accounts (Executorship) paper 
Parsons, Oliver John (E. Richmond), London. 
Twenty-fifth Certificate of Merit 
Parker, Collin David (С. W. Wood), Battle. 
Twenty-sixth Certificate of Merit 
Goodman, John Valentine (Т. W. Selbey), London. 
Lockhart, John (С. M. Duncan), London. 
Twenty-eighth Certificate of Merit, the Frederick Whinney 
Prize and the Plender Prize for the Book-keeping and 
Accounts (Limited Companies) paper 
Coombe, John Robert (H. H. Mason), London. 
T'wenty-eighth Certificate of Merit 
Carmichael, Malcolm James (С. L. Wykes), Leicester. 
Thirtieth Certificate of Merit 
Lebor, Stanley Harvey (E. J. Driscoll), London. 
Robson, Alan Lewis (E. B. Evans), London. 
Skeat, Michael Јоћа Mc Hardy), London. 
Slater, David John Herbert (н. K. Campbell), Bristol. 
Smith, Beverley Bligh (G. М. Fullagar), Liverpool. 
Wood, Terence Colin (A. R. Round), Dudley. 


Final 


First Certificate of Merit, the Institute Prize and the Walter 
Knox Scholarship 
Lowe, James (К. Н. E. Wilkinson), Manchester. . 
Second Certificate of Merit, the W. B. Peat Medal and Prize 
and the Plender Prize for the General Financial Knowledge 
and Cost Accounting paper 
Edwards, Norman John (G. A. J. Morris), London. 
Third Certificate of Merit 
Wadley, Edgar James (Е. W. Barnes), London. 
. 


| 
| 


| 
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Fourth Certificate of Merit and the Wiliam Quilter Prize 
Norris, John (Т..С. Squance), Sunderland, . 


Fifth. Certificate of Mens on and the Plender Prize for the 
Advanced А 


ng (Part IT) paper 
Robson, Denis Anthony (T. (T.H Ко 


Fifth Certificate of Merit 
Grace, Harold Minshull (K. G. M M. Harding), Liverpool. 


| Seventh Certificate of Merit 
i Croudson, David (V. Walton), Leeds. 


Eighth Certificate of Merit and the Plender ба for the 


anchester. 


English Law (Part I) and gd II) 
pue John Gareth (Т. L. С. Davies), bbw Vale. 
Ninth Certificate of Merit 
! Mackenzie, John David Hay (P. S. Lane), London. 
Tenth Certificate of Merit 


Beer, Michael John (N. A. Wheatcroft), Sheffield. 
Butler, Percy James (E. R. Nicholson), London. 
| Twelfth Certificate of Merit 
| “Hayton, Robert (H, G. Walton), Manchester. 
Thirteenth Certificate of Merit and the Plender Prize for the 


Advanced Accounting (Part I) paper 
Piper, Andrew George (Е.М. Newman), Birmingham. 


Fourteenth Certificate of Merit 
; Hanson, John Douglas (E. F. Wilkins), London. 


The Frederick Whinney Prize 


, | Allen, T. W. (Н. G. Martin), London. 


The Plender Prize for the Auditing paper 
Bishop, K. G. (F. C. Russell), Lond 


The Plender Prize for the Taxation paper 
Browne, M. J. (S. N. Elgar), London. 
Readmissions 


applications for readmission to membership 
acceded to. 


Exemption from the Preliminary Examination 


| One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


| Reduction in Period of Service Under Articles 


applications under bye-law 61 for a reduction 
је period of service under articles were acceded to. 


ту | 


| gar lise in Approved Industrial, Commercial or 
, | Other Suitable Organization 

'TheiCouncil decided that, in the absence of exceptional 
circumstances, an application under bye-law 58 (c) will 
| not be considered until the articled clerk has passed 
the Intermediate examination, as it is considered that 
experience in an industrial, commercial or similar organ- 
ization might be more beneficial to the clerk in the later 
otages of his service. 





Intermediate Examination 


' (a) One application under bye-law 63 (d) for exemp- 
tion from the Intermediate examination was acceded to. 

(b), One application under bye-law 63 (e) for permis- 
sion to sit for the Intermediate examination without 
entering into supplementary articles was acceded to. 

(2): Three applications under -bye-law 85 (a) for 
exemption from the Intermediate examination from 
persons who had produced evidence of having 
graduated by taking one of theglegree courses approved 
by the Council under bye-law 62 were acceded to. 

(d) Three applications under bye-law 85 (b) for 
exemption from the Intermediate examination were 
acceded to. б 5 
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- Final Examination 


One application under bye-law 86 for permission to 
sit an earlier Final examination was acceded to. 


Articled Clerks engaging in Other Business ' 
The Council acceded to one application under bye« 
law. 57 from an ‘articled clerk to engage during her 
service under articles in other business for the solé 


` purpose and to the limited extent specified in the 


application. 


· Certificates of Practice el; 
It was resolved: : 
(1) That certificates of practice be issued to the 
following twenty-four associates who have commenced 
to practise: 


‘Banfield, James Henry; 1954 A.C.A.; (Basil Hallett & 


Co), Staple Ed 51/52 Chancery Lane, London, WCa. 

Charlesworth, Michael Rex; 1949, A.C.A; ("McDavid ё 
Thornton), ax Joy Street, Barnstaple, and at Bideford, 
Ilfracombe and Torrington. 

Clare, arama Evelyn; 1935, A.C.A.; 135 West Coker Road, 


Cede Harold Brian; 1949, А. CAs (Nasmith, Coutts & 
Co), 78 King Street, chester, 2. . 
Danks, Walter Leslie; 1950, А.С.А.; (F.E. Sidaway, Son 
& Co), 6 Long Lane, Market Place, lackheath, Birming- 


ham and at Halesowen. 
Dodsworth, Geoffre ; 1952, А.С.А.; (*Barron & 
eet Street, London, ЕСА, and 


Barron), r Crane 

..at York. 

Edmondson, John; 1950, А.С.А.; (Crane, Crinkley & Со), 34 
Тће Crescent, Leatherhead, and at Dorking and London. 

Ess George Somerville; 1952, A.C.A.; 5 John Street, 

ord Row, London, WC:. 

Fisher, George Ernest; 1953, А.С.А.; (Camp, Ravenscroft 
& Co) Stock Exchange Buildings, 3 33 Great Charles 
Street, Birmingham, 3 

Fox, Lewis Arthur; vie А. С.А.; (Н. С. Hobson & Со), 
Тота Hall Chambers, Victoria ‘Square, Leeds, 1. 

Hills, William James; 1953, A.C.A; (Clay, Ratnage, 

n , Strevens & Hills), Bank Chambers, 3-85 St Mary 

‹ Road, Walthamstow, London, E17, 

Ínglis, Allan Dodson; 1940, A.C.A.; (Kemp, Chatteris & 
бо), St Swithin’s House, 37 Walbrook, London, EC4, 

-and at Port Louis, Mauritius. 

Jones, John Colin; 1953, A.C.A.; (*Shepherd,.Son 8 
Jones), 75/754 St Mary Street, Risca, Monmouthshire. 


urt, 


Levy, Anthony Cyril; 1955, A.C.A; (A. C. Levy & Co), 
158 arebury e, Ed vaie, Middlesex. 
Marchbank, Stanley; 1048. A.C,A.; Vine Street Chambers, 


Nelson Lancs, and at Burnley 

Martin, Jack Ronald; 1950, ACA; 91-93 Baker Street, 
London, Wt, and at Epping. 

Matthams, Eric William; 1952, A.C.A.; (Jones, Shinner & 
Co), Weston Chambers, Weston Road, Southend-on- 
Sea, and at London. 

Murray, Norman Wood; 1953, А.С.А.; (Lord, Foster 8 
Co), Rex House, 38 King William Street, London, EC4. 

Phillips, Gerald, B.com.; 1955, A.C.A.; 72 Brighton Road, 
London, N16. 

Roker, Frederick Philip; 1948, A.C.A.; (Redman-& Roker), 
12 Gilbert Road, Swanage rset, 

Sharples, Neville; 1954, A.C.A.; (*E. Hayden Green & 
Co), Kingsway Hall, Kingsway, London, WCa. 

Shep erd, John William Forsyth; 1955, A.C.A.; (*Shepherd, 
Son & j ones), 75/754 St Mary Street, Risca, Monmouth- 
shire. 


Skinner, Brian Leslie; 1950, A.C.A.; (Elder Levie, Bryan 
& Skinner), Plantation House, 31~34 Fenchurch Street, 
London, C3. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Weston, Walter Glynne; 1952, A.C.A; (*McDavid & 
Thornton), 21 High ne Bideford, Devon, and at 
Barnstaple, Ufracombe and Torrington. 

(2) That fifteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 


1). 

(3) That one associate be elected to fellowship under 
ipe 6 and 31 of the supplemental Charter (bye- 
aw 31 

(4) That two applicants be admitted as associates 
d clause 5 of the supplemental Charter (bye-law 


ЗА list of those who complete their fellowship ог 
membership before August 16th will appear in The 
Accountant of August 2oth. 


Summer Course, Christ Church, Oxford 


The Chairman of the Summer Course Committee 
reported on the proceedings at Christ Church, Oxford, 
from July 7th to rath, 1955, and stated that the 
President had sent letters of appreciation to the three 
speakers, to the governing body of Christ Church and 


all others concerned with the conduct of the course. 


The Council decided that the programme and full 
text of the three addresses should be reprinted in the 
form of a combined booklet similar to those prepared 
for previous courses. Copies are now being printed 
and will be obtainable on application to the Secretary 
of the Institute, price 5s each, post free. An order form 
will be sent to all members of the Institute. 

Remittances should be sent with applications which 
wil receive attention as soon as the booklets are 
delivered by the printers. 

The Council has approved the holding of a similar 
course from Thursday, September 6th to Tuesday, 
September 1rth, 1956. 
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Resignation 
The Council accepted the resignation from member- 
ship of the Institute of Mr Arthur Ernest Bishop, 
A.C.A., London. 


Chairmen and Vice-Chairmen 
of Committees 
The Secretary reported the appointment of the 
following Chairmen and Vice-Chairmen of Committees 
for the ensuing year: 


Committee Chairman Vice-Chairman 
Disciplinary Sir Harold Baron. G. D. Shepherd. 
ation E. G. Turn W. G. Campbell. 


Registration of Articles 


The Secretary reported that 65 articles of clerkship 
were registered during the month of July 1955 as 
compared with 62 in July 1954, making a total of 
боо since January 181, 1955, .аз -compared with 628 
for the same period in 1954. 


Death of Members 
The Council received with regret the Secretary's 
report of the deaths of the following members: 
Mr Victor George Piercy Brough, F.c.A., Doncaster. 

» Charles Caswell, A.c.a., Willenhall. 

» James Digby Fowell, a.c.a., London. 

» Kenneth Moir Grahame, AC. A., Rio de Janeiro. 

» Reginald Lewis Houghton, A.C.A., London. 

» Clifford Edgar Keey, A.C.A., Smethwick. 

» Basil Frederick Newill, A.C.A., Leicester. 

» Walter Richards Payne, ¥.c.a., Stroud. 

» John Frederick Soar, F.c.a., Wakefield. 

» Percy Blake Tongue, А.С.А., Rhos-on-Sea. 

» Alfred Tooke, в.С.А., London. 

» Percy Blackburne, White, F.c.4., Liverpool. 


FINDINGS AND DECISIONS OF, THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended tó the supplemental Royal Charter of December 2151, 1948, at hearings 

held on July 6th, 1955. 


А formal socis was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Albert 
Vause Wilkinson, A.C.A., had been guilty of acts or 
defaults discreditable to a public accountant within 
the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (a) he was 
adjudged bankrupt on September 22nd, 1954; 
(b) he was on June 1st, 1954, at Bow Street 1 
trates Court convicted (i) as liquidator of a limited 
аро on three charges of failing to send to the 
of Companies certain statements relating to 
ie liquidation of the company and (ii) as liquidator of 
a second limited company on two charges of failing 
to send to the Registrar of Companies certain 
' statements - filed 
pany; (c) he failed to reply to or comply with the 
request contained in two letters from-the Secretary 
of the Institute, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Albert Vause Wilkinson, A.C.A., 


to the liquidation of the com-. 


had been proved under all ви and the Com- 
mittee ordered that Albert Vause Wilkinson, A.C.A., 
of 12 Kingswood Close, Lapworth, Warwickshire, 
be excluded from membership of the Institute. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that an 
associate of the Institute had been guilty of acts or 
defaults descreditable to a member within the mean- 
ing of clause 21, sub-clause (3) of the supplemental 
Royal Charter in that he signed the auditors’ reports 
in respect of the accounts of a private limited 
company well knowing that he had failed to conduct 
any or a proper audit of the books and accounts of the 
company, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint had been 
proves and decided thatthe member be reprimanded, 
ut the Committee considered that there were special 
‘circumstances which justified the omission of his name 
from the publication of the Finding and Decision. 


Personal 
Messrs ALFRED ‘Tooke & Co, Chartered Account- 


ants, of Salisbury Square House, Salisbury Square, 


Fleet Street, London, EC4, regret to announce the 
a death of thei senior partner, Mr ALFRED 
KE, F.C.A., at his home at Edgware, on July 25th. 
The practice, with which Mr Тооке had been 
ted since 1903, will be carried on by the 
remaining partners. 

Messrs Cray, RUsseLL & Co, Chartered Account- 
ants, of Nuneaton, Hinckley and Atherstone, an- 
nounce that Мк Eric Pues, A.C.A, who, apart 
frorn war service with the Royal Air Force, has been 
a member of their staff for the last fifteen years, 
was admitted to partnership on August rst. The 
existing partners E. JARVIS GARNER, J.P., F.C.A., 
Mn. 5. J. DRAKELEY, F.C.A, Mr Т. К. HODDELL, 
T.D., FCA, and Mr S. R. M. Harson, ACA.) 
together with Ме PucH, wil continue to practise 
at the same address under the pent style of CLAY, 
Russet, & Со. 


Miss Grapys E. MARTIN, B.8C., A.C. А:, announces 
that she has now commenced to practise under her 
own name at 157 Long Lane, Hillingdon, Middlesex, 

MW retired fram’ her partnership in the firm of 
Реке & Co, of Axminster, Devon. 


Messrs Newitt & Co, Chartered Accountants, of 


| National Chambers, Horsefair Street, Leicester, 


announce with regret the death on July 30, -of 

Mn Basi, Е. NEWILL, A.C.A., founder and senior 

partner of the firm. 'The practice will be continued 

under the same name and at the same address by the 
partner, Mr R. CULLEN, A.C.A. 


Messrs Joy, Lang & Co, Incorporated Account- 


. ants; of 28 St Thomas Street, Weymouth, and 2 


South Terrace, Dorchester, announce that as from 


June ist, 1955, they have taken into partnership 
at their Dorchester branch, Mr Dovcras LIONEL 
Crook, 4.8.4.4., who has been managing that branch 
for a number of years. 


MR E. С. KINGHORN, B.A., F.C.A., вена нана 
at 24 Sunbridge Road, Bradford, I, announces that 
his address is now 91 Kirkgate, Bradford, 1. 

Messrs WHITMARSH, EpccuMBE & Co, Chartered 
Accountants, of 7o Mutley Plain, Plymouth, Devon, 
announce that they have taken over the practice of 
Messrs BawnEN & Fincuert, Chartered Account- 
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ants, of Plympton and ызаа and that Mr J. р, 
HiDDLESTON, C.A., has joined the combined firm. 


Mn Dents BRITTAIN VOISEY, F.C.A., practising under 
the style of L. А. Vorsgy & Co, at 5 Bold Street, 
Warrington, announces that as from August rst, 
1955,. he has been joined in ‘partnership by. the 

Liverpool, London and Bi ham partners of 
Messrs CHALMERS, Wane & Co. the practice will be 
carried on at the same address under the atyle of 
CHALMERS, Маре, Voisgy & Co. 


Professional Notes 
Mr S. V. P. Cornwell, M.C., M.A., F.c.4., has been 
elected Junior Vice-President of the Bristol Chamber 
of. Commerce. Mr Cornwell's father was President 
in 1936, and Mr Cornwell himself was the first 
chairman of the Bristol Junior Chamber of Com- 
merce, 


. Mr William Johnston, F.C.W.A., has been appointed 
by the President of the Board of Ттаде to fill the 
vacancy on the Furniture Development Council 
caused by the resignation of Mr Cuthbert Greig, 
М.В.Е. 


Obituary 
BASIL FREDERICK NEWILL, A.C.A. 


We have learned with regret of the sudden death on 
July 30th, of Mr Basil Е. Newill, A.C.A., founder and 
senior partner of the firm of Newill & Co, Chartered 
Accountants, of Leicester. 

Mr Newil was admitted an Associate of the 
Institute in 1912.апа served in the First World 
War as а major in the Royal Leicestershire Regi- 
ment. He was twice wounded at the Hohenzollern 
Redoubt in October 1915 and was twice mentioned 
in dispatches. . 

He was a past president of The Leicestershire 
and Northamptonshire Society of Chartered Ас- 
countants and was a prominent figure in local 
business life. His interests were wide and varied and 
he had given his services freely to several organiza- 
tions of a charitable nature. He was a trustee of the 
Leicester Trustee Savings Bank for a number of 
years and was a Freemason, an active member 
‘and the treasurer of the Albert Edward Lodge, 
Leicester. | 

Mr Мет was а keen golfer and it was in fact 
whilst playing the eighteenth hole of the Leicester- 
shire Golf Club that he was taken ill. 
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Chartered Accountant to address 
Mineworkers’ Summer School . 

Mr HALFORD REDDISH, F.C.A., chairman and man: 
director of The Rugby Portland Cement Co P 
has accepted an invitation from the National Union 
of Mineworkers to address their summer school at 
Bingley College, near Bradford, on August 16th, on 
‘Capital, profits and dividends’. `` 

It is believed to be the first time that the Mine- 
"Workers" summer school has asked for a talk on free 
enterprise’ в side of the picture. 


`` South Eastern Society of : 
Chartered Accountants 

STUDENTS’ RESIDENTIAL COURSE 
The South Eastern Society of Chartered Accountants 
has arranged to hold its sixth students’ residential 
tuition course at the Royal Pavilion, Brighton, from 
September rgth to 23rd. The five previous courses 
were most successful, and proved to be of very real 
assistance to the students who attended. © >- 

The fee for the course will be £3 5s and will include 
the course dinner and light refreshments between 
lectures. Arrangements for hotel accommodation 
can be made for students if desired, and a substantial 
grant is made towards the cost of this accommoda- 
tion and towards travelling expenses. 

Chartered accountant students within the area of 
the South Eastern Society wishing to attend the course 
should apply for registration forms to the Assistant 


Secretary, Mr Т. T. Nash, A.C.A., 33 Lawrence 
Road, Hove, 3. 
Examination Achievement 


We were interested to note that at the Institute's 
May 1955 examinations, the first fourteen places in 
the Final and the first twenty-three places in the 
Intermediate. were won by candidates coached 
by H. Foulks Lynch & Co. 'This achievement 
includes all the honours in the Final for the fourth 
time in succession and thirty-three out of thirty- -five 
‘Intermediate honours. 

Pupils of Foulks Lynch & Co also gained the first 
four places in the Society’s Final and the first 
‘three places in the Intermediate. 


` Annotated Tax Cases · 
Part 3 of Volume XXXIV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of 
the following cases: McCash © Hunter 9. C.I.R. 
(С.5.); СЛЕ. v. Norman Hunter, C.I.R. v. Alan 
Hunter, CIR. о. Duncanson (С.5.); CIR. v. 
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Rosette 
Franks (King Street) Ltd о. Dick (Ch.D.); Walker 
and Others v. СІВ. (H.L), Sharpey-Schafer v. 
Venn (Ch.D.); Kirkness v. John Hudson & Co Ltd 
.L.); McLellan Rawson & Co Ltd v. Newall 
Ch.D.); С.Р. v. Parkhouse Collieries Ltd (Ch.D.). 
-The annual subscription to the Annotated Tax Cases 
is 30s post free, the publishers being Gee & Co (Pub- 
lishers) Ltd, 27-28 Basinghall Street, London, Bes; 


‚New Cyprus Coinage 

Decirnal currency has been introduced in Cyprus. In 
the new currency the pound will remain as a standard 
unit, but it will be subdivided into one thousand 
mils, instead of shillings and piastres. 

The coinage, consisting of roo mils, 50 mils, 
25 mils, 5 mils and 3 mils BGnOE HEATON: was struck | 
by the Royal Mint. 


Double Taxation Relief 
The Double Taxation Relief Convention with the 
Federal Republic of Germany has now been pub- 
lished as a Schedule to an Order in Council numbered . 
S.I. 1955 No. 1203. 

'The double taxation agreements with Pakistan and 
the Isle of Man have also been published as schedules: 
numbered S.I. 1955 No. 1204 and No. 1205, res- | 
pectively. | 
SEVENTY:FIVE YEARS AGO : | 

From The Accountant or AUGUST 14TH, 1880 | 
A leading article entitled 

Tue IwsrtTUTE OF ACCOUNTANTS АМО “THE 
Accountant.”-—We beg to tender our grateful thanks 
to the Council and Members generally of the Institute 
of Accountants for the handsome acknowledgment 
made at the recent special meeting in recognition—as , 
stated by the fo resolution communicated to us 
a few days f “the services they (Gee and Co.) 
have rendered the profession, for some years past, as 
proprietors of The Accountant.” This act is the more 


` pleasant by reason of the fact that, as must have been ! 


evident to many, the publication of The оре 
has been up to the present, commercially 

ery up-hill work: because the class те to, i. e., 
real accountants—interested in the general well-being 
of their profession—is comparatively small. And 
whilst on this personal matter of expressing our 
acknowledgments to the members of the now 
practically dissolved Institute of Accountants, we 
should also thank the Council of the Institute of 
Chartered Accountants in England and Wales for 
the support which has been so readily а to 
the Paper. 
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CHARITABLE TRUSTS 


HE recently published White Paper on 'Government 

Policy on Charitable Trusts in England and Wales’? 

has already been referred to in the ‘Weekly Notes’ of our 
issue dated August 6th. It is now intended to treat more 
fully of some of the matters there briefly mentioned, and to deal 
with certain other aspects of the Government's proposals as 
regards one of the most archaic and at the same time most com- 
plex branches of English law. Those proposals reflect a more 
cautious attitude to the subject than that exhibited by the Com- 
mittee under the chairmanship of Lorn NATHAN which inquired 
into and reported on the law and practice of charitable trusts,? 
some of the Committee’s recommendations being rejected and 
others being accepted with modifications. While the Govern- 
ment’s proposals are open to the criticism that they do not go far 
enough because they do not attempt to resolve important legal 
anomalies, there will probably be general relief that no very 
drastic changes in the Jaw of charity are envisaged. 

To discover what purposes are charitable at law it is necessary 
to consider the vast body of case law which rests upon ‘the spirit 
and intendment’ of the Statute of Charitable Uses, 1601, though 
the heads of charity are more conveniently set out in Lorp 
MACNAGHTEN'S judgment in Income Tax Special Commissioners v. 
Pemsel ([1891], A.C. 531). The Committee, while finding the 
existing content of the term ‘charity’ right, advocated a new 
statutory definition, and in so doing were not alone. The Govern- 
ment, while agreeing with the Committee that there is no reason 
to change the present content of ‘charity’, reject the idea of a 
new statutory definition. 

So the Statute of 1601 is to be given a new lease of life, and 
perhaps no great harm will result from that fact, because the 
question whether any particular purpose may at law be beneficial 
to the community – the great test of charity — is not normally too 
difficult to answer. А. problem potentially of much greater diffi- 
culty is to decide whether the objects of a particular trust in fact 
constitute a section of the public, or whether the nexus between 
them is purely private. It is here that anomalies are to be found, 
as in Oppenheim v. Tobacco Securities Trust Co Ltd and 
Others ([1951], A.C. 297), where the House of Lords, by a 
majority, held not to be charitable an educational trust for the 
benefit of the children of employees, some 110,000 in number, 
of a company because the element of public benefit was not 
present, though had the settlors selected a geographical area of 
benefit they might have achieved their objective. In such cases 


1 Cmd. 9538. 

a ‘Report of the Committee on the Law and Practice relating to Charitable 
Truste’ (Crad. 8710). See leading article in The Accountant of January 3rd, 1953, 
and August 18t, 1953: 
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as this, and in those where trusts are held поп- 
charitable because the benefit to the public is 
only indirect, there: seems to be room for a 
change in the law, but the Committee did not 


recommend it and the Government has been no · 


bolder. 

The proposals for which the Government 
intend to seek legislation are largely directed to 
the more efficient, and hence more beneficial, 
administration of charitable trusts. The Com- 
mittee drew attention to the inadequacy of the 
existing system of recording charitable trusts, 


which makes it extremely difficult, if not im- ` 


possible, for a would-be beneficiary to discover 
the existence of a trust likely to be useful to 
him. The Government have accepted that the 
basic details of trusts with endowments falling 
within the jurisdiction of the Charity Com- 
missioners or the Ministry of Education (but 
only such trusts—a point perhaps not clearly 
made in ‘Weekly Notes’) should be recorded 
with them, though they do not agree with the 
Committee's proposals for transmitting records 
to local authorities. Even with such recording, the 
exception of specifically exempt charities, un- 
endowed, or 'plain' charities, and those assets of 
‘mixed’ charities which may be freely expended 
as income will leave the picture of the extent of 
legal charity far from complete. 

With a view to providing a firm basis on which 
the accounts of charities within the jurisdiction of 
the Commissioners or the Minister might be 
examined, and to minimize the number requiring 
close scrutiny, the Committee recommended that 
they should all be audited, and copies sent to 
interested local authorities. These proposals the 
Government reject, pointing out that the ac- 
counts of the larger charities are usually audited 
in any case and that in the case of the smaller ones 
audit would be of little value and would impose 
an unwarrantable expense —as is clear enough 
in the light of the information that in the case of 
something between one-third and two-thirds of 
the trusts, totalling about 110,000, known to the 
Commissioners and the Ministry, the annual 
value is £25 or less. 

Тһе Government propose that the depart- 
ments should have a discretion to require from 
individual charities accounts less frequently 
than once a year. This seems a practical solution 
to the difficulties experienced by the departments 
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in examining the accounts which they receive: 


there must be many of the smaller charities 
where, say, quinquennial scrutiny would suffice, 
and it should thus be possible, without increases 
of staff, to devote more attention to those cases 
where it is really needed. 

The Government advocate relaxation of the 
procedure for widening the range of investment 
of moneys held upon charitable trusts. At 
present investment in other than trustee securi- 
ties is permissible only with the sanction of the 
Court. 

One of the matters. which much occupied the 
Committee was the alteration of charitable trusts. 
The principle is that, as long as a trust can be 
carried eut, effect must be given to it, and, if 
there is a failure of trust, the benefit of the 
charity can thereafter only be applied, by 
scheme, cy prés, that is, for those purposes 
which are nearest to those which can no longer 
be carried out. On the other hand, a company 
which is a charity may, by alteration of its 
memorandum, be able to divert its funds to 
non-charitable purposes. The Committee recom- 
mended relaxation of the cy prés doctrine, but 
restriction of the power to alter objects in the 
case of a corporation. The Government are not 
prepared to agree to such a restriction, nor yet 
to go so far as the Committee in relaxing the 
cy prés doctrine, preferring, for instance, that 
trustees should seek alteration of trusts rather than 
that the initiation of schemes should come from 
outside bodies such as interested local authorities. 

It may be thought a pity that the loophole 
which exists in the case of companies is not to be 
closed. As regards the more important question 
of the cy prés doctrine, however, the Govern- 
ment's view will probably meet with general 
approval, even though there are undoubtedly 
many charities which, for one reason or another, 


are obsolescent and of little practical value. 


A certain sanctity surrounds the: munificence 
of the private benefactor and departure from his 
wishes commonly offends: furthermore, the 
place of charity in the life of the community 
has an importance not greatly lessened by the 
creation of the welfare state, and it is undesirable 
that it should be discouraged – ав it inevitably 
would be if the benefit of a founder's bounty 
could too easily be diverted to objects not of his 
choice. 
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CHANGES IN THE: ‘COUNTY COURTS 


HE main purpose of the County Courts 
Bill, which had its third reading on July 
15th, is to increase the money limits of the 
County Courts in proportion to the falling value 
of the pound. The jurisdiction of the. County 
Courts is defined by the amount involved rather 
than by the difficulty of the case, and there have 


had to be successive changes to bring the limits . 


| up to date. Now the contract and tort limit is 


going up from {200 to [400 (it was £20 in 18461), 
probate from £500 (£200 personal estate, £300 
real estate) to £1,000 overall; and land, from an 


| annual value in rent of {100 to a net rateable 


annual value of the same amount. 

The County Courts, which were established 
by statute in 1846, have become known as the 
poor man’s court; a little misleadingly, for rich 
men can have small actions. The standard of 
justice administered in the County Courts is 
high; the appeal record compares reasonably with 
that of the High Court. They are more expeditious 
than. the: High Court, the pr i are 
simpler and the costs lower ~ and solicitors have 
the right of audience there. However, the possi- 
bility of higher damages (when they are in doubt) 
leads some plaintiffs to *have a go' in. the High 
Court; hence the rule that if County Court 
damages are awarded in a High Court case, then 
only County Court costs will be awarded ` with 
them. But to meet the real difficulty of the 


` plaintiffs (and their advisers) who honestly do 


not know what damages they may justly be 
(awarded especially in the personal injury cases) 
there has been a ‘cushion’: the plaintiff in the 
High Court who is awarded less than 450, 
in tort, or {100 in contract, gets only County 
Court costs. If he is awarded less than Хто in 
tort or less than £40 in in contract hé get no costs 
at all. 

The present measure is findet: -on the 
Evershed Committee’s interim report of six years 
ago. The Committee recommended ‘that the 
‘cushion’ should be abolished, andthe Government 
so proposed in their Bill. The easing of High 


Court pressure, which is one obvious object of the : 


measure, would be тис} lessened if too many. 
people persisted in going to the High Court; and 
the ‘reasonable’ cases. would, the Government 


claimed, be met by allowing the High Court 
judges discretion to award High Court costs 


where they thought there had been а good reason 


for bringing the case ‘there, even though 
damages within the County Court limit had been 
awarded. · 

: Many lawyers disliked this proposal intensely, 
fearing the difficulties involved in the pre- 
assessment of damages; and in the event the 
Góvernment have given way to the extent of 
providing an overall froo ‘cushion’ — whether 
in contract or tort, the plaintiff will have 
his. High Court costs if he is awarded more than 
£300. 

· There is at present also a different kind of 
‘cushion’ available which the Act will remove: 
the right of a defendant, if the amount claimed 
from him is more than £100, to have the case 
removed to the High Court. This right has, 
understandably, been used as an effective 
obstructive measure by defendants who hoped 
that the threat of thé extra expense of the High 
Court would deter their plaintiffs; and there was 
little opposition to the Government’ з decision to 
abolish it. 

' The Bill also provides for appeal from the 
County Courts on- questions of fact: at present 
there is appeal only on law. The Government has 
undertaken that the Act shall not become effective 
until legal aid is available in the County Courts: 
the Law Society is at present working on the 
neceasary plans, 

The effect of the Act will, of course, be а 
to increase the work of the County Courts; and 
there is provision therefore for a complement of 
eighty,: instead of sixty-five, County Court 
judges. The Government has reserved the right 
to increase the figure of £400 to £500 by Order 
in Council, if this seems desirable; and it has been 
suggested that in any case the increase in the 
number of County Court judges is not great 
enough, for of course the extension of legal aid 
will anyhow increase the County Court business, 
irrespective of the new Act. 

With all possible provisos, however, the new 
Actis to be welcomed: its operation, which will be 
watched with interest, is bound to effect a small 
improvement in legal administration. 
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. ROYAL COMMISSION REPORT ~ ХІ 
CAPITAL GAINS (Continued) 


HE memorandum of dissent rejects, as not 
being sensible, the view that most capital 
gains are ‘neither anticipated . . . nor sought 
for...'. It argues that the great bulk of such gains 
come from the appreciation of ordinary shares 
which are usually bought in anticipation of a rise. 
The extent to which rewards take.a tax-free capital 
form is not something fixed by nature but is very 
much subject to manipulation by the taxpayer. 

The argument that the appreciation in ordin- 
ary share values already suffers profits tax is 
regarded rather as an argument for reducing the 
present burden of taxation on undistributed 
profits in a company's hands. It is pointed out 
that in some (admittedly exceptional) cases the 
rise in market values of shares greatly exceeds 
the profits put to reserve. This, of course, must 
be so where a company owns substantial capital 
assets whose value has increased considerably. 

The minority. contemplate a tax in regard to 
which only realizations will be taken into account 
during the taxpayer's lifetime. Тће period of 
accrual of capital gain would normally be штеје- 
vant since both ‘paper’ profits and ‘paper’ losses 
can be realized at will by the taxpayer so that it 
is open to him to time his realizations to suit 
himself. A purely formal realization of losses can 
be achieved at any time by selling the depreciated 
assets and immediately buying them back. Un- 
absorbed losses would be carried forward for 
set-off against subsequent capital gains, or failing 
gains, against estate duty liability. 

These factors would even out fluctuations in 
annual liability. Nevertheless, the minority do 
not envisage a progressive tax on capital gains; 
they advocate a flat rate, і.е. the income tax 
standard rate. In the first place there would be 
many cases where gains would be bunched in 
time, as when a man sells, as his principal asset, 
a business which he has built up over a lifetime. 
Secondly, a very heavy rate of tax would inhibit 
risk-taking and saving. 


. COMPANY 


The principal recommendations of the majority 
in relation to the taxation of companies are that 
profits tax should be levied at a single rate and 


The minority criticize the majority's view that 
capital gains must be taxed either at full pro- 
gressive rates or not at all, adding: 


‘there is no principle of equity which leads us to 
suppose that if something cannot or should not be 
taxed at 95 per cent it should be taxed at zero 
per cent’, 


If the tax were instituted, it would operate | 
from an 'appointed day'. Securities with a stock 
exchange quotation would be deemed to have 
been purchased at the middle price ruling at that 
day. For other assets, the actual purchase price 
would be taken, but the taxable profit would be 
reduced to the proportion referable (on a time 
basis) to the rise in value since the appointed day. 
Dwelling-houses owner-occupied would not 
attract tax. Moreover there would be exemption 
limits, say £50 for any one transaction, when the 
total gain is £400 or less. The tax would not be 
confined to pure sales; premiums on leases, and 
lump-sum payments for capital rights would 
come into the net. The probable long-term yield 
from the tax is put at upwards of {140 million 
per annum as compared with the Inland Revenue 
estimate of {£50 million per annum. 

Notwithstanding their disagreement with the 
Inland Revenue estimate, or rather conjecture, 
of the possible yield of a capital gains tax, the 
minority have drawn heavily on information and | 
guidance from that department in formulating 
their recommendation that such a tax be im- 
posed. Annexed to the memorandum of dissent 
is a memorandum dated January 7th, 1952, and 
prepared by the Inland Revenue for the use of 
the Commission. Covering, with appendices, 
forty-six pages, the memorandum constitutes an 
excellent study of the pros and cons of a capital 
gains tax. Although the Revenue are clearly not 
enthusiastically in favour, they do contrive to 
give a careful and unbiased study which will 
have an honoured place in taxation literature. 


‘TAXATION 


that the provisions for ‘exemption and abatement 
be repealed. These limited objects were not, 
however, arrived at without a close examina- 
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tion of the fundamentals of company taxation. 
The present system of taxing a company at 
the standard rate on the whole of its profits and 
of treating dividends as a net sum which has 
already borne tax, dates back to ApDiNGTON'S 
Incóme 'Tax Act, 1803, long before the tremen- 
dous growth in the numbers of limited liability 
comipanies. Such a system is not logically suited 
to progressive rates of tax, nor to the widespread 
practice of ploughing back profits. Profits tax 
_has' introduced a further complication. The 
majority consider that individual shareholders 
ought in equity to be given some credit for their 
proportion of the profits tax borne by the com- 
pany, since ultimately both income tax and 
profits tax constitute taxes on the individual 
| Shareholders, not on companies as such. They 
 toyed with the idea of a single corporation 
profits tax, combining both income tax and 
profits tax, and at the same time abolishing the 
preceding-year basis of assessment. Each share- 
holder would be allowed a tax credit in respect of 
his dividend. However, the majority recoiled 
from the complications of such a scheme. 
After examining other possibilities, the 
| majority came to the limited recommendations 
already mentioned. They do not deal with the 
problems of transition. What, for instance, is to 
be done about distributions of profit which has 
already benefited from non-distribution relief? 
Not to withdraw the relief means in effect that 
companies which made their distributions before 
the change of policy will be penalized. 
. As regards the abolition of exemption and 
"abatement, the majority observe that exemption 
was conceived primarily as an administrative 
, measure to save work on small cases, and they 
quote the 100,000 exemptions currently given 
as: a measure of the success of this device. 
| However, it might well. be that a good many of 
' these 100,000 are companies formed specially to 
obtain the exemption. In the very next paragraph 
(557) of the report the. majority say that the 
abolition of exemption and abatement would 
clóse one door of avoidance. They show no 
sympathy with the argument that the provisions 
ought to be retained either to encourage the 
growth of small businesses, or to put the dom- 
inant shareholder of a small company in a posi- 
tion of equality with the man who trades without 
limited liability. ; 
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Two members of the majority, Mr W. F. 


` Crick ‘and Miss І. S. SUTHERLAND, dissent 


from the majority recommendations on company 

taxation. They consider that the taxation of 
company profits and the taxation of the income of. 
individuals should be kept entirely distinct and 

that the tax on corporate profits should be more 

readily susceptible to variation in the light of 
fiscal needs and current economic policy. It is 

envisaged that the rate of tax on corporate profits 

may be sometimes higher, sometimes lower, than 

the tax on personal income. The two protagonists 

of this view consider that the technical difficulties 

which its implementation involves tend to be much 

overrated. 

The Minority View 

The minority are even more emphatically in favour 

of a formal separation between taxes on company 

profits and taxes on individual incomes. They 

point out another flaw in the legal fiction that a 

company pays tax as agent for its members; 

shareholders in companies which receive double 

tax relief must bear the full rate on their dividends 

but are unable to claim repayment at a higher rate 

more than that effectively borne by the company. 

They argue that standard rate tax on the retained. 
profits is a wholly inaccurate way of assessing the 
benefits which individual shareholders derive from 
those profits. They regard the technical difficulties 
of aone-tier tax system for companies, envisaged by 
the majority, as based on a misconception, namely, 
on the principle that shareholders should be given 
specific credit, in computing their individual 
liabilities, for the tax borne by the company. The 
minority argue that it no more constitutes 
double taxation to ignore the corporate profits 
tax than to ignore other taxes such as rates, stamp 
duties or the petrol duty. To the extent that taxes 
are passed on to consumers in the form of higher 
prices, individual shareholders do not bear them 
in any case. 

In this connection the "n make the point 
that the higher profits tax on profits distributed 
has artificially kept down dividends and that 
since shares are normally valued by reference to 
dividends paid, this has prevented an enormous 
appreciation in the value of shares in public com-. 
panies. For this reason the minority are strongly 
opposed to the removal of the discrimination, 
before a capital gains tax is introduced. 

: (To be continued.) · 
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SHARING THE PROFITS 


by S. D. TEMKIN, M.A., LL.B. 


HE attempts of enlightened industrialists 

to produce a healthier relationship between 

capital and labour have given rise to a 
number of schemes designed to give the worker 
an interest in the profits earned by the firm. for 
which he works. These schemes involve the 
allotment of shares to the worker with the rights 
to dividends and the protection of limited liability. 
ordinarily given to shareholders. This is not the 
kind of sharing of profits which I wish to con- 
sider here. 

There may be circumstances in which the 
lender of money desires as a return for his risk 
a share in the profits of the speculation in which 
the money is to be used; or the vendor of a busi- 
ness may take a share in the profits over a period 
of years as part of the purchase price; or the 
manager of a business may take a share in the 
profits as part of his remuneration. 

None of these arrangements is impossible of 
taking effect, but the result which has to be 
borne in mind is that they may constitute the 
lender, or vendor, or manager, as the case may be, 
a partner in the business. Section 1 (1) of the 
Partnership Act, 1890, defines ‘partnership’ as 

‘the relationship which subsists between persons 

Ја on business in common with a view of 
profit’ 

and it will readily be seen Bow: such a relation- 

ship can come into existence in the circum- 

stances above mentioned. 

" Why should the existence of such а relationship 
be guarded against? The reason is that there 
flow from the relation of partnership certain 
incidents which would be embarrassing to the 
parties concerned in what was intended to be a 
contract of loan, sale, or service. First, every 
partner is under an unlimited liability for the 
debts of the partnership. Secondly, each partner 
has an implied authority to bind the firm in all 
matters within the scope of the partnership 
business. Thirdly, each partner has as against his 
co-partners a right to take part in the management 
of the partnership business, While for these 
reasóns the implication of partnership will often 
be resisted, there are obvious reasons why a 
taxpayer will usually prefer to be assessed under 
Case I of Schedule D rather than under Case II 
of Schedule E. 

, Unwanted results of this kind can be avoided 
in a number of ways. If the business is conducted 
by a limited company then it can issue a deben- 


ture. Debentures usually are — but need not 
necessarily ђе – backed by а specific security. 
They can, moreover, entitle the debenture-holder 
to interest at a rate varying with the profits. 
Since, however, a company can enter into a 


partnership agreement, there seems to be no. 


reason in principle why a partnership with 
liability for debts should not arise between a 
company and the holder of such a debenture; 
though it would probably be far more difficult 
for it to be implied than where individuals were 
concerned. Such a debenture might well require 
registration and the parties to transactions of the 


description mentioned earliér usually desire their. 


arrangements to be kept private. f 

Another possibility is avowedly to acknow- 
ledge the existence of a partnership, but to make 
it a- limited partnership. This again- involves 
registration with attendant publicity. The facili- 
ties granted by the Limited Partnerships Act, 
1907, have been very little used. Doubts are felt 
as to the scope of many of its provisions, and the 
field is one which lawyers and business men are 
generally chary of entering. 


An ране Disclaimer 
In order to prevent the incidents of a partner- 
ship from arising, agreements sometimes declare 
specifically that “The agreement herein set out 
shall not constitute any partnership’. . Such a 
provision is not conclusive. In Fenston v. Tohn- 
stone (19 A.T.C. 62; 23 Т.С. 29) the taxpayer 
wished to buy and develop some land. A financier 


put up the money and agreed with the taxpayer to , 


pay him one-half of any profits in consideration 
of his assisting in the development and sale of 


the land, the taxpayer also to bear half of any | 


losses. The agreement specifically disclaimed the 
existence of a partnership in the terms quoted 
earlier. The Crown argued that the share 
accruing to the taxpayer was remuneration for 
services rendered to the financier, but the tax- 


payer ~ who had in his agreement disclaimed the | 
existence of a partnership — was able to convince | 


the Court that in fact partners they were. 
Bearing in mind that this easy escape from 
any difficulty is jealously guarded, we come to 
the solution of so framing agreements that a 
partnership does not come into existence. Here 
we return to the definftion of “partnership” con- 
tained in the Partnership Act, 1890, Section 1 (1), 
of which has been quoted already. Section 2. 
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a partnership does or does not exist’. It is a long 
section, too long to be quoted in full. In any case, 
the rules given are not conclusive, but ` 
.'only state the weight which is to be attached to 
the facts mentioned . 
alone. . . .1 


| Sharing Gross Returns 
First, “The sharing of gross returns does not 
of itself create a partnership’. Note the qualifying 
phrase ‘of itself’. An agreement to share gross 
returns taken with other facts may point to a 
partnership. But where a person’ agrees to 
manage another person’s business and to take for 
his services a certain proportion, say half, of the 
takings, that will not make him a partner. Nearly 
a century ago there was a case in which two 
persons jointly owned a race-horse, and agreed 
that one of them should help train and have the 
general management of the horse. Thirty-five 
shillings a week were to be allowed for his keep, 
this expense and the horse’s winnings to be 
divided equally between the two. The Court 
held that there was no partnership (French v. 
Styring ((1857) 2 C.B.N.S. 357)). А few years 
later (in Heap v. Dobson (1863) 15 C.B.N.S. 
460)) there were separate purchasers of goods 
for a joint sale, that is A., B., and C. agreed that 
each should furnish goods to the value of £3,000 
to be shipped on a joint adventure, the profits to 
be divided according to the value of the several 
shipments. A. bought his quota but defaulted on 
his payments therefor and a creditor sought to 
make B. and C. liable as his partners. It was 
held, however, that there was no partnership. 
. Secondly, there is the different circumstance 
" the sharing, not of gross returns, but of profits: 
"The receipt by a person of a share of the profits 
of a business is prima facie evidence that he is a 
; partner in the business but the receipt of such a 
`: share, or of a payment contingent on or varying 
with the. profits of a business does not of itself 
.| make him a partner, . . .' (Partnership Act, 1890, 
Section 2 (3).) 
At a first glance this sentence appears to take 
away with one phrase what it gives with another. 
Its meaning may be elucidated by the following 
passage from the judgment of North, J., in Davis 
v. Davis ((1894) 1 Ch. at page 398): 


‘the receipt by a person of the share of the profita ' 


. of a business is prima facie evidence that he is a 
partner in it, and, if the matter stops there, it is 
evidence upon which the Court must act. But, if 

` there are other circumstances to be considered, 


3 Lindley on Partnership (11th Edition), p. 29. - 
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contains rules to be used ‘in determining whether. . 


. . when such facts stand .. 
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they ought to be considered fairly together, not 
, holding that a partnership is proved by the receipt 

of a share of profits unless it is rebutted by some- 

thing else, but taking all the. circumstances to- 
gether, not attaching undue weight to any of them, 
but drawing an inference from the whole'. 

If the arrangement between the parties pro- 
vides that they are to share not only profits but 
losses as well, then the presumption that there is 
a partnership is strengthened; and as in à contract 
of loan or service a sharing of losses is unlikely, 
it is correspondingly easier to avoid the liabilities 
which flow from partnership. In Noakes v. 
Barlow ((1872) 26 L.T. 136) we have a speculative 
building operation devised between the defend- 
ant and a builder. The defendant provided the 


: funds and the builder the plant and materials; 


the houses when completed became the joint 
property of both. When sold, each party was to 
bring into account certain debits and credits 
specified in the agreement, and the balance of 
profit and loss was to be divided between them. 


` Further, there was to be a joint bank account on 


which each party was to be entitled to draw. 
In these circumstances it is hardly surprising that 
the Court held that the two were.partners, so 
that the defendant was liable for the builder's 
purchases of plant. 


Clerk or Partner ? 
But the fact that losses as well as profits are 


. Shared is not conclusive as to the existence of a 


partnership. In Walker v. Hirsch .((1884) 27 
Ch.D. 460) the plaintiff had for some time 
served as a general clerk to the defendants, a 
firm of tea merchants. Then the partners agreed 
that he should receive a fixed salary of £180 p.a. 
and receive a one-eighth share of the profits and 
bear a like proportion of the losses; and the 
plaintiff agreed to advance {£1,500 to the firm. 
He continued to perform similar duties and was 
not introduced to customers as a member. of the 
firm; neither did he draw cheques. He claimed to 
have become a partner, but the Court held that 
he had not ceased to be a servant of the firm. 
Section 2 (3) lays down rules by which none of 
the following circumstances of itself makes a 
person a partner in a business or liable as such: 
(a) 'The receipt of a debt out of the profits of a 
business; (b) remuneration of a servant or agent 
by a share of the profits of a business; (c) the 
receipt by the widow or child of a deceased partner 
by way of annuity of a share in the profits; (d) 
a loan at a rate of interest varying with the profits, 
provided that the contract is in writing; (e) receipt 
of a.share of profits-as consideration for the sale of 
the goodwill of the business. 


208 


THE ACCOUNTANT 


August 20th, 1955 


WEEKLY NOTES 


The T.U.C. and Companies 

The publication by companies of. the names of all 
their subsidiaries and other shareholdings was the 
subject of a recent letter to the Board of Trade by the 
T.U.C. General Council. The T.U.C. also urge 
the disclosure by nominee shareholders of the 
full name, address and nationality of the true bene- 
ficial owners and that a statutory declaration to this 
end should be submitted to the Registrar of Com- 
panies with the annual returns. The Genel Council 
recognize that this will be difficult to enforce in 
pue but cóntend it is not a sufficient reason for 
etting the matter rest. | 

The subject was first raised by the T.U.C. when it 
put evidence to the Cohen Committee on Company 
Law Amendment a few years ago. Their recom- 
mendations for the compulsory disclosure of such 
detailed information were not supported by the 
committee, who, none the less, agreed that in principle 
Shareholders: and the public were entitled to know 
in whom the control of companies was vested. This 


has for long been a subject of dissatisfaction to the 


trades unions, who argue that their members have a 
right to such information. To know for whom one is 
working is a legitimate enough desire but it is doubtful 
whether prompt action can be expected in this case. 


Housing and Interest Rates 
One of the first effects of the tighter money policy 
has been to raise the rate of interest at which loans 
can be obtained for housing. Following the recom- 


mendation of their Association that the minimum . 


should be 5 per cent, and despite the traditional 
dislike of rates higher than 5 per cent, leading 
building societies have already announced rates of 
54 and 54 per cent. Local authorities are somewhat 
more fortunate than the general public, since although 
the rate they are required to pay for loans of public 
funds has been increased for the second time in a 
month, the maximum is 44 per cent. This is chargeable 
on both medium-term loans of five to fifteen years and 
long-term loans of over fifteen years. The rate for 
not more than five years is now 41 per cent. The 
policy of narrowing the difference between the 
shorter- and longer-term rates implemented on July 
gth, when the rates for both five to fifteen years and over 
fifteen years were raised to 4} per cent, is continued 
and extended in the increases of August 13th. The 
rate for not more than five years is now only à per 
cent less than the longer-term rate compared with 
$ per cent less on July gth. The new rates which are 
in line with the terms of the recent Electricity’ Loan 
emphasize that 44 per cent is now the official rate for 
Government medium and longer-term credit. 


British Deficit with E.P.U.. 
The - British deficit with the European Payments 
Union is now nearly £103 million, an increase of 
£45 million compared with a month аро. The net 


trading ‘deficit with E.P.U. countries in July was 
a у £25:4 million, half of which had to be met 
in gold and dollar payments. A credit of {12-7 
million from the Union to the United Kingdom 
covered the other half, but the payment of £8-2 
million by agreement for the repayment of former 
debts limited the increase in total British indebtedness 
to £4:5 million. The continuation of trade deficits 
makes it clear that the convertibility of sterling is 
still some way off, and that E.P.U. remains a valuable 
institution from the British point of view. 

Following the discussions in June, E.P.U. is to 
continue until June 3oth, 1956, provided that 
members holding at least half the quotas do not give 
prior notice of their desire to terminate it. The 
adoption of convertibility by the principal members 
and the ending of E.P.U. would not, however, mean 
the end of multilateral settlements. In the event of 
notice of termination being given, a European 
Monetary Agreement will take effect. This includes 
the setting up of a European Fund to provide short- 
term credits. Member countries are anxious to ensure 
that the benefits of European co-operation shall not 
be lost after the return to convertibility, the collective 

ursuit of which is the declared aim of the O.E.E.C. 
Nowe and certainly not the United Kingdom, will 
be the worse for such a controlled and considered 
approach. 

Japan into G.A.T.T. 

Japan was voted in as a contracting party to the 
General Agreement on Tariffs and Trade by the 
requisite two-thirds majority at the organization’s 
recent meeting in Geneva. The voting was not 
revealed but the Japanese -representative told the 
Press that 30 of the 34 contracting parties voted in 
favour of his country’s admission. The United 
Kingdom is the only country publicly committed 
to opposing the admission of Japan at the present 
stage, but other countries – even some of those who 
voted in favour- are likely to invoke Article 35 
of the Agreement by which any contracting party 
can refuse the benefit of the most-favoured nation 
clause to an acceded number on a reciprocal basis. 
The Australian Government have already announced 
that the provisions of the Agreement will not apply 
to the trade between the two countries, as Australia 
would be unable effectively to protect her industries 
from Japanese competition without raising duties on 
imported goods from other countries. Mr Menzies 
said that Та would, however, endeavour to place 
trading relations with Japan on a sound mutually 
beneficial basis, and that he was willing to hold 
bilateral talks on the question. 

Much remains to be discussed and settled con- 
cerning trade’ between Japan and this country. 
There is obviously room fer give and take on both 
sides, and the British Government is unlikely to 
renew the present Anglo-Japanese trade agreement 
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when trade talks.are resumed later this month in 
Tokyo, unless Japan shows herself prepared to accord, 
better treatment to British exports. No immediate 
problem is presented by Japan’s sterling surplus; 
and it is expected that if the recent trend towards a 
higher level of sterling commodity imports by 
Japan continues, the sterling area should be able to 
maintain an approximate trade balance. | 


Canadian Boom and Trade 


The Canadian Government's reaction to the moderate 
anti-inflationary measures taken in the United States 
was to raise its Bank rate from 14 per cent to 2 per 
cent, although Canadian Government economists 
were saying only recently that there were no signs of 
inflation in the country's economy. The June 
Review of the Bank of Nova Scotia notes ‘a significant 
revival of expansionary influences', and a strong rise 
in industrial production which was higher in May 
than ever before at this time of the year. The recovery 
is attributed largely to the United States boom, 
which has led to a better demand for Canadian 
exports and a widespread revival of business confi- 
dence. High vehicle production in the United States 
has stimulated the demand for Canadian base metals, 
the rising level of United States construction has 
attracted large amounts of Canadian lumber and the 
upturn in United States consumption of pulp and 
paper has greatly strengthened the world markets for 
these important Canadian products. Some industries, 
however, remain depressed. Coal is suffering from 
the competition of other fuels, the demand for farm 
machinery and railway rolling stock is still weak and 
employment has been contracting in defence indus- 
tries, such as aircraft manufacture and shipbuilding. 
Nor has farming, particularly grain production in the 
prairies, fully recovered. Despite these weaknesses, 
average weekly wages and salaries have continued to 
rise and consumer income so far this year has been 
4-5 per cent higher than in 1954. 

‘This improvement in the Canadian economy may 
arrest the decline in British exports to that country, 
particularly as there is an urgent need for dollars to 
finance British purchases of Canadian exports. Тће 
value of British exports to Canada dropped by 1o per 
cent during the first half of the year, machinery and 
cars showing the biggest decline. This stands in 
painful contrast to the rise in Canada's overall 
imports (8 per cent above the 1954 level) and to the 
performance of Germany. 


Five-day Week in Shops 


A suggestion that shops should close on Mondays 
and remain open all day on Saturdays was made last 
week by Mr 'T. A. Bowen, chairman of the Barker 
Group. The main reason given was that his com- 
panies were losing workers rapidly because they bad 
to: work five and a half days. Monday was, in his 
view, the most suitable day for closing since it is the 
worst of the week for trade: Mr Bowen pointed out 
that Monday closing had operated in Paris most 
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successfully for a long time and argued that there 
was no obvious reason why it should not fit in well 
in this country. 


Reactions from the Union of Shop, Distributive 


and Allied Workers were mixed: the five-day week 


has been an objective for many years but most of the 
thinking had been on the lines of Saturday and 
Sunday closing. The idea of Monday closing is new, 
and the Union will obviously wish to consult their 
members before making a statement. The general 
secretary of the London Co-operative Society Ltd, 
Mr P. R. Barnes, said that he doubted whether the idea 
would be acceptable to the trades unions concerned. 

The problem of the shortage of labour in the 
retail trade is, of course, part of the wider context 
of over-full employment. The hours worked and the 
pay do not compare very favourably with manu- 
facturing industry, and there is much to suggest 
that the unions consider that to raise the workers’ 
pay is the best way of arresting the labour wastage. 
A claim for wage increases was submitted on behalf 
of the 250,000 Co-operative retail workers last week 
by the six unions concerned, and is expected to be 
followed by claims to the retail distribution wages 
councils and to multiple shops. The decision to make 
new wage claims was taken at the annual conference 
of the Union of Shop, Distributive and Allied 
Workers at Easter. An interesting feature of the 
Co-operative workers’ claim is that larger increases 
are asked for women then for men. The unions seek 
to establish that women shall not be paid less than 
Зо per cent of the male rate (at present the proportion 
ranges from 70 to 75 per cent). Increases claimed 
range from 16s to 215 a week for women and from 
105 to 16s for men. ЈЕ is doubtful, however, that 
even if these substantial increases are granted in full, 
the exodus of workers from the retail trades will be 
arrested. The question of the five-day week remains 
a pressing one. i 


The Gilt-edged Market 

In 1945 a leading firm of stockbrokers, specializing 
in the gilt-edged market, published for private 
circulation a definitive survey of British Government 
securities and of the origins, composition and growth 
of that venerable institution known as the National 
Debt. A new edition was produced in 1950 and a 
supplement in 1952. Another supplement has 
recently been issued, superseding the previous one, 
and bringing the record down to the end of 1954. 

The information now given follows the same 
pattern as the original work and a thoughtful pre- 
face notes briefly the events which have made the 
greatest impact on the market during the past two 
years. Because of the large number of question 
marks which confront our economy at present, the 
compilers have wisely refrained from prophecy. 
You can never plan the future by the past, said 
Burke, but if any lessons are to be deduced from 
what has gone before, then a study of these handsome 
folios will certainly help to make them clear. 
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THE PREPARATION OF ACCOUNTS 
AND. TAXATION COMPUTATIONS FROM 
INCOMPLETE RECORDS —I 


by С: P. MORGAN-JONES, M.A., F.C.A. 


PART 1: INTRODUCTORY 

I. The task of preparing accounts from incomplete 
records is one which must beset every practising 
accountant from time to time. Even the industrial 
accountant comés across the problem when possibly 
branch records are destroyed by fire or, for some 
reason or another, the book- 
keeping system at a certain es- 
tablishment has broken down 
and chaos reigns. : 
- 2. In choosing the title of this 
paper, I think the Summer 
Course Committee must have 
had in mind the opportunity this 
course affords of discussing some 
of the real headaches the prac- 
titioner, particularly in the small 
or medium-sized office in the 
provinces, comes across. It may 
not be appreciated that in certain 
practices’ in the rural and some 
of the smaller urban areas, in- 
complete record work represents 
up to three-quarters or more of 
the total work of the practice and 
for this reason the subject-matter 
of this paper is of considerable 

3. From the statistics given 
in the ninety-seventh report of 
the Commissioners of Inland 
Revenue for the year ended 
March 318t, 1954, it is worth 
noting that the total number of. Schedule D income 
tax assessments made on trading profits.in 1952-53 
were as follows: : 


On individuals n 1,438,300 
On partnerships . Vere vs ~ 181,100 
On companies, local authorities, etc. .. ^ 184,300 

1,803,700 





It is interesting to speculate what proportion of the 
number of assessments raised on individuals and 
partnerships are based on accounts prepared from 
records which in some degree or other are incomplete, 
particularly when it is realized that no less than 
jos of such assessments relate to farming and 
orticultural concerns which, in general, have a 


The first part of an address delivered on July об at the sum- 
mer course of Тће Institute of Chartered Accountants in 
England and Wales, held at Christ Church, Oxford. 





Mr G. P. Morgan-Jones E 


reputation for the poor standard of their book- 
keeping. ; 
4. I should like to make it clear at the outset that 
I do not possess any special qualification for address- 
ing you on the subject-matter of this paper. On the 
contrary, I feel I still have much to learn about 
incomplete record work and I 
am.sure І shall gain a lot from 
the discussions which I hope 
will ensue as a result of this 
address. А 

5. The title of this paper refers 
to ‘incomplete records’ and it is 
necessary to explain what. is 


or where they have not been 
written up to a stage from which 
final accounts can be extracted 
without more than normal year- 
end adjustments, there would be 
an incomplete record job. If the 
Bg basic records relating to receipts 
and payments- such as sales 
invoices, till rolls, suppliers' in- 
voices and statements, particu- 
lars of wages, etc., are available, 
the accountant's task is really 
one of ‘writing up’ but none the 
less it would, in my opinion, still 
fall within the incomplete record 
category. - si 
"an . 6. It will be appreciated that 
many and varying are the is p of incompleteness. 
On the one hand, one may find an almost complete 
set of books and records apart from certain outgoings, 
such as motor and business entertaining expenses 
incurred by the proprietor of a ‘business out of his 
own pocket and not recorded. On the other hand, the 
only records available may be bank statements, 
cheque stubs and paying-in books supplemented by 
а few invoices and receipted accounts, usually half- 
mutilated on the inevitable spike file and some 
rough cash book which hardly merits the description. 
The accountant will usually find that most of his 
incomplete record jobs fall between these two 
extremes and it is up to him to use his skill and 
ability in producing accounts from such information 
as he has, deductions fron that information and from 
any other details he can glean from his client. Every 
individual job must be tackled on its merits although, 
as will be seen later. in this paper, the fundamental 


meant by this expression. In my | 
view, where books do not exist. 
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principles underlying the approach are the same in 
each case, 

7. The problem of preparing accounts from such 
records can be likened to the completion of a jig- 
saw puzzle. Often, at first glance, it may appear 
impossible to fit all the pieces together to produce 
any semblance of a final set of accounts from the 
little information available, but after a while, with a 
bit of experience and a lot of patience, the accountant 
finds he- is often able to complete a fairly reliable 
picture of the trading results, together with a balance 
sheet at the year-end. So much depends, in these 
cases, on the degree of co-operation and the reliability 
of'the memory of the clent. Even if records are 
sadly deficient, a client with a good memory who is 
prepared to recollect facts and not fictions, will be 
of tremendous help to the accountant in fitting 
together the missing pieces of the puzzle. 

8. When, as occasionally happens, the client is 
not co-operative, the trials and tribulations of the 
accountant bring back memories of У. S. Gilbert’s 
description in the Mikado of the fate of the billiard 
sharp: «c 

he billiard sharp whom any one catches 
His doom's extremely hard ~ 
He's made to dwell ~ 
In a dungeon cell 
On a spot that's always barred. | 
And there ће plays extravagant matches 
In fitless finger-stalls 
On a cloth untrue 
With a twisted cue 
And elliptical billiard balls.’ . 

g. It should be noted that the subject-matter of 
this paper refers to the preparation, as distinct from 
the audit, of accounts from incomplete records and 
therefore the scope of the paper is restricted accord- 
ingly. Indeed it would, in many cases, be impossible 
to carry out an audit of such accounts owing to the 
limitations imposed by lack of recorded information. 
It does sometimes happen that the practising account- 
ant is faced with the task of preparing and auditing 
the accounts of limited companies where the records 
are deficient and in such cases he is under a statutory 
obligation to report to the members whether proper 
books have been kept and whether he has obtained 
the necessary information and explanations he 
required for the purposes of his audit. Further, he 
has to express his opinion as to whether or not the 
profit and loss account and balance sheet show a true 
and fair view. In such cases, he has to do the best 
job he can, but normally where the records are 
seriously deficient, he will have no alternative but to 
qualify his auditor’s report appropriately. 

то. However, we are not’ concerned here with 
matters appertaining to audit and I propose excluding 
reference to company accounts from this address 
and dealing more specifically with the accounts of 


sole traders as the general principles underlying the. 


preparation of any accounts from incomplete records 
, can be more easily illustrated by taking tbe sole 
| trader’s accounts as a typical example. In the course 


Н 
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of my example it will be found that many af thé 
procedures suggested are clearly of an auditing 
nature in that they involve various forms of vouching 
and verification. These procedures are usually 
essential to enable the accountant to make sure that 
when he is putting accounts together, from such ° 
‘records as are available, he is doing so correctly. He 
is not acting as auditor; he is merely seeking informa- 
tion which he needs to do in his work as accountant. 
Indeed it would not be going too far to say that 
incomplete record work is very largely a search for 
relevant information wherever it can be found. 

11. I am proposing to assume that the preparation 
of the accounts we are about to consider is being 
undertaken in order to agree the client’s tax liability. 
It may well happen, however, that the client may use 
the copy of the accounts which is supplied to him for 
a purpose unbeknown to the accountant. They may 
be submitted to a bank in support of an application 
for overdraft facilities or be produced to a potential 
purchaser of the business. Whatever the purpose for 
which the accounts are being prepared, the technique 
to be applied will be the same, as it is the accountant’s 
objective to endeavour to produce, from whatever 
records and information are available, a set of accounts 
which reflect, as accurately as the circumstances 
permit, the true and fair trading results of the period 
and a true and fair balance sheet position at the year- 
end. It is also important that the accountant should 
indicate, by means of a statement on the face of the 
accounts or by including thereon a reference to a 
separate report to the client, the significance of the 
association of his name with the accounts so that 
any third parties to whom the accounts are produced 
may appreciate the nature of the responsibility which 
the accountant has undertaken towards his client. 


PART 2: THE TECHNIQUE OF THE 
PREPARATION OF ACCOUNTS FROM 
INCOMPLETE RECORDS 


I. General 


12, The methods adopted by the accountant in 
dealing with the preparation of accounts from in- 
complete records depend on the records available, 
and the state they are in. Each and every case must 
be considered on its own merits. The accountant 
will have to decide whether the books, if such exist, 
have been kept in a sufficiently reliable state to 
justify him taking them as the basic material for the 
preparation of the accounts or whether it will be 
necessary for him to start de nove, and write up 
himself the preliminary data required for the job. A 
decision on this matter cannot usually be taken until 
the accountant has made some progress in checking 
the reliability of the existing records. If they are fairly 
satisfactory, these can be amended where necessary 
to correct errors and omissions with a consequent 
saving in time in not having to start again from the 
beginning. If, however, the existing books are found 
to be unreliable the best plan is for the accountant to - 
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build up the figures he requires on his own working 
schedules. Nothing is so exasperating as having to 
correct nearly every other figure in some book which 
the client has endeavoured to keep, not to mention 
the time and energy involved in in the missing 
gaps. 

Jf the accountant prepares his own initial 
build-up of the figures on which he can rely, he is 
able to apply the same general method of approach 
to any incomplete record job. I propose in this sec- 
tion of the paper to assume that the records available 
are very limited and that the accountant proceeds 
on these lines. The underlying principle is the group- 
ing of similar items of receipts and payments under 
appropriate headings and converting the group totals 
by reference to the opening and closing statement of 
affairs for the period under consideration, into the 
final figures required for the accounts. It is perhaps 
convenient to consider the working of a typical case. 

14. Let us imagine that a new client walks into 
the accountant's office and produces from his pocket 
a grimy assessment notice – more often than not just 
about to run out of date for appeal. He usually com- 
plains that the assessment is for more than twice 
the amount of the profit he could possibly have 
earned and asks the accountant to get out some 
figures to satisfy the tax man. The accountant is 
usually told to do the job as cheaply as possible and 
to get as much off the tax bill as he can. In a case of 
this.nature, it can be taken that all the client wants 
is accounts prepared and his tax liability agreed. 


15. Аз we have all had drummed into us during 


the period of our articles, the responsibility we take 
as accountants depends on the terms of our епраре- 
ment, and to avoid any ible misunderstanding, 
it should be our invariable practice, although some- 
times honoured in the breach, to confirm our instruc- 
tions to the client in writing. The accountant should 
therefore set out in a letter to the client exactly what 
he has been asked to do – namely, to prepare accounts 
for submission to the Revenue. He should also, in 
due course, make his position clear by the wording 
he uses in his report or other statement on the 
‘accounts when these have been completed. The 
nature of such report or statement will be discussed 
later on in this paper but it should be so worded as 
to leave no doubt as to the degree of responsibility 
the accountant assumes towards his client for the 
work undertaken. The accountant’s duty is to use 
reasonable care and professional skill in i 
out the work he is instructed to do and this is why 
it is so important to set out in writing the terms of 
the engagement and to report appropriately on the 
completed job. ` 

16. Continuing with the case of the new client, 
he tells the accountant that he has been in business 
on his own account as a small trader for just over a 
year. On inquiry as to his book-keeping records, the 
accountant finds that the trader has had no clerical 
assistance but has dealt with what financial. records 
there are entirely by himself. The only records and 
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vouchers which appear to be available are the | 


following: 
1) Bank pass-book statements; 
d Cheque stubs; 
3) Returned cheques; 
4) Bank paying-in books; 
5) Rough cash book showing receipts, cash. pay- 
ments and. bankings » 
List of debtors at ins end of the year; 
Stock-taking sheets at the end of the year; 
Batch of receipted accounts with some. invoices, 
etc 


After discussing the general nature of the business 
and any other relevant matters, the accountant 
requests the client to send the records to his office 
and, in due course, they arrive and the work com- 
mences. 

17. It is usual in a case of this nature to prepare 
first a bank account and a summary cash 
account for the period to be covered. Imagine, as a 
matter of convenience, that the trader acquired an 
existing business on January rst and that it is decided 
to run the accounts for a full year from setting up. 
The summary bank and cash accounts will be pre- 
pared to cover the calendar year and we can now 
consider some problems arising on this first stage of 
the work. The following is a description of how this 
typical case would be dealt with and, in the course of 
this, various points affecting incomplete record work 
generally be mentioned. 





6 


7 
8 








II. The Summary Bank Account 


18. The first task is to examine the bank pass- 
book statements to see if the bank has shown the 
names of the payees against the cheques debited to 
the account. It saves time if this has been done but 
often one finds that it is ће practice of the bank 
merely to indicate the last three digits of the number 
on the cheque drawn. against the amount of the 
cheque debited. If this is the case, it will be neces- 
sary to refer to the corresponding cheque stub to 
ascertain the name of the payee, and at the same time 
note the nature of the payment. Reference will have 
to be made to the paid cheque itself for the name, if 
о has been omitted. 

It is sometimes the practice to write against 
di ав БОВЕ debits the names of the payees where 
these are not indicated, and also the nature of the 
payment – the payee’s name will often give the clue 
to this in the absence of other information ~ and then 
to proceed to analyse the payments on columnar 
paper under appropriate headings. However, many 
accountants prefer to write up the payment details 
direct, from the information,on the cheque stubs 
as by dealing with the matter in this way there is far 
more room to make notes against individual items. 
Assuming the case under review proceeds in this 


.way, the payees’ names and the amounts of the 


cheques drawn are indicéted in the left-hand columns, 
leaving the other columns across the sheet to be used 
for analysis purposes according to the nature of the 
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payments. The various columns used for the dissec- 
tion will be headed purchases, drawings, capital 
expenditure and the various appropriate revenue 
expenses, etc, If cheques are drawn for petty cash, 
a separate heading will be required. 

20. Although the cheque stubs will sometimes 
provide the details required for the analysis, the 
normal procedure at a later stage is to refer to the 
receipted accounts and invoices which are available 
as a check and in order to obtain any further par- 
ticulars required. At the same time, notes can be 
made against various individual items giving, for 
example, brief details of repairs, the period covered 
by insurance premiums and the nature of capital 
expenditure. Such information will later be needed 
when putting together the draft accounts and 
dealing with the tax computation. It is convenient to 
have a queries column into which can be dissected 
any items where particulars of the nature of the pay- 
ment are not readily available and further information 
is required from the client. When this has been 
obtained, later on, such items can be transferred 
into their appropriate columns. 

21. When the writing up of the payments has been 
completed from the cheque stubs, these can be then 
checked with the bank statements and any missing 
gaps in the schedule such as bank charges, cheque 
books and debits for dishonoured cheques, details 
of which are obtained from the pass-book direct, will 
be filled in and appropriately analysed. The total 
and analysis columns can then be cast and the cross- 
casts agreed. When checking with the bank state- 
ments, a note will be made of any outstanding cheques 
at the year-end in order to prepare the bank recon- 
ciliation in due course. 

22. The bankings must now be summarized. This 
can be done by totalling the credits in the pass-book 
for the period under review. This total will in due 
course be dealt with by way of contra with the pay- 
ments to bank figure obtained when analysing the 
cash payments. 

Sumay pani Account for the year ended Decena а 1954 





£ 

Opening balance .. 12,075 Purchase of business: 
Bankings .. 1^ 17,125 Freehold property 3,500 
Goodwill is Ys 2,500 
Fixtures and fittings .. 500 
Stock taken over ar 2,500 
Costs те purchass аи 145 
Cheques drawn in већина Dis 
for cash .. P m 105 
. 0015475 
Rates and wa РЕ 110 
Light and heat va 55 
- Bing AG 20 
– bs 3 

Repairs ~ fixtures and 
fittings 20 
Telephone a 25 
Insurance – genera! 17 
Sundries .. 15 
Building society investment 2,200 

Drawings: - 

Life i 40 
Sun 210 
1,760 
£29,200 £29,200 


23. From the information now abstracted, it is a 


THE ACCOUNTANT 


213 


simple matter to complete the summary bank account. 
The receipts side will merely show two items- 
opening balance and total bankings. The payments 
side will show the total payments suitably analysed 
under appropriate headings, together with the ending” 
balance, which will be proved by the usual bank 
reconciliation statement. Ín the case we are consider- 
ing, the summary bank account can conveniently be 
set out as above. Д 


III. The Summary Cash Account 


24. The preparation of the summary cash account 
must now be dealt with. The first step is to endeavour 
to ascertain the figure of total receipts – whether by 
cheque or in cash – and to analyse such figure. In 
the case we are considering, the trader has kept a 
rough cash-book and the receipts side should be 
dissected from the information contained therein. 
The bulk of the receipts will represent sales, but 
there will probably be а number of other business 
receipts to deal with as well as receipts from non- 
business sources. The other business receipts will 
comprise such items as purchase rebates or returns, 
rents from letting part of the business premises, 
proceeds of sale of equipment, etc., whilst the 
receipts from non-business sources will include such 
items as private investment or property income, cash 
received from customers or friends having no bank 
account in exchange for cheques issued by the 
trader, loans and capital introduced into the business. 
From the information available in the rough cash- 
book these various categories of receipts will be 
analysed into appropriately headed columns. 

25. It is useful to refer to the paying-in book to 
fill in any gaps in the information contained in the 
rough cash-book as often it will be found that the 
trader will have noted on the make-up of the bankings 
any special items included which represent receipts 
other than sales. The client should be asked for any 
dividend counterfoils or agent’s rental statements so 
that cheques received for private investment or 
property income can be traced and checked into the 
bankings. Any items which represent capital intro- 
duced should also be verified by reference to what 
information is available. Building society and Post 
Office Savings Bank pass-books are often useful in 
checking the source of such items, The accountant 
should scrutinize any unusually large cheques in- 
cluded in the pay-ins, which have not been marked 
by the trader as special receipts, to ensure that such 
items as loans or capital introduced do not incor- 
rectly get analysed to sales. The normal approach in 
all these cases is to comb out all special receipts in 
order to be satisfied that only the balance of receipts 
represent sales. When the dissection is completed, 
the various analysis columns will be cast and agreed 
with the total column. 

26. Attention must now be given to the record of 
cash payments. Although the trader may have 
banked his receipts intact and drawn petty cash 


cheques for his cash payments, it is more usual to 
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find that the latter have been made out of the cash 
takings and only a net figure representing receipts 
less cash payments will have been paid to bank. The 
' bankings will probably be shown in the rough cash- 
book along with the cash payments and running 
totals of the debit and credit sides of the book should 
have been kept and the excess of receipts over pay- 
ments, including the bankings, should have been 
reconciled from time to time with the cash in hand. 
One rarely finds, however, that this practice has been 
adopted in these incomplete record jobs. Indeed, it is 
not unusual to find that the pages have not even been 
totalled or have been totalled in some manner which 
only the trader understands. The inevitable result is 
that one is often faced with a cash difference the 
source of which may not be easy to find. 

27. It 18 necessary to analyse from the rough 
cash-book the cash payments including payments to 
bank. These are dealt with under appropriate head- 
ings such as purchases, drawings, wages, b gs, 
and so on. Before making this analysis it is usual to 
check the various recorded payments with the 
receipted: accounts or other evidence available as 
often this will help in determining their nature. 
Probably a number of queries will arise on the 
analysis of the various cash payments and these can 
provisionally be dissected under a queries column 
which will be subsequently dealt with as mentioned 
in dealing with the cheque payment queries. In due 
course the analysis columns can be cast and a cross- 
cast made to agree with the total column. > · 

28. The weekly items for wages should be checked 
with the wages book if one has been kept, but in many 
cases such record is non-existent. If this is found to be 
the case, the total wage payments for the year should 
be reconciled, after the analysis has been completed, 
with information obtained from the P.A.Y.E. deduc- 
tion cards and direct from the trader himself as to 
the weekly pay of each employee. It will be appre- 
ciated that the wages of certain employees, including 
possibly the trader's wife, will not appear on P.A.Y.E. 


cards if their remuneration is below a certain level. 


The accountant should also verify that such items 
as P.A.Y.E. and national insurance have been properly 
recorded. If the weekly wage figure includes any- 
thing for the proprietor himself, such amount will 
of course have to be analysed to drawings. 

29. The receipts for cheque payments will have 
already been used in vouching the cheque payment 
records and it is essential to keep such vouchers 
distinct from the receipts for cash payments to ensure 
there is no duplication of the payment entries, one 


entry being in the cheque payments and another in: 


‘the cash payments. In all probability, it will be found 
that there are a number of receipts for payments for 
which the appropriate entries cannot be found among 
the recorded cash payments. These should be kept 
in a separate bundle as they will come in useful when 
an attempt is made to trace any cash difference 
which is almost certain to arise in an incomplete 
record job. 
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30. When the cash receipts.and payments have. 
been summarized and the bankings have been agreed 
with. the figure in the в bank account, an 
attempt can be made to effect the following recon- 
ciliation: 

Opening cash in hand + receipts = cash payments 

+ bankings -+ ending cash in hand. 

31. It often happens, perhaps through incorrect 
castings in the trader's records or other errors of 
omission and commission, that it is not possible to 
balance the cash account and the problem then arises 
of endeavouring to account for the difference. This 
may have arisen for a multitude of reasons. Business 
takings may have been incorrectly noted in the rough 
cash-book. It may be possible, if till-rolls are avail- 
able and have been reasonably kept, to effect a check 
between them and the rough cash-book. Alternatively 
cash payments may have been over- or under-stated 
in the сазћ Ђоок. Here again the till-rolls, if available 
and if cash payments have been recorded thereon, 
may provide the clue. The receipted accounts for 


„cash payments which cannot ђе traced in the cash- 


book, as mentioned above, often prove helpful in 
accounting for some of the difference. Cash drawings 
of the proprietor not recorded will often prove to be 
the soli tion to the problem. Regular weekly cash 
payments whether business or private should, in 
particular, be carefully watched to see that some of 
them have not been inadvertently omitted in any. 
particular weeks. Regular monthly and other periodi- 
cal payments, usually dealt with by cheque, should 
also be examined as it may be that on occasion a 
payment has been made in сазћ and not recorded. It 
cannot be over-emphasized that this problem of 
endeavouring to track down the cash difference — 
particularly if it is a material бриге — is a very 
important one. The accountant often has to be 
almost a detective picking up any clues he can to 
endeavour to account for the difference, which is 
more likely to be a short than an over. 

32. Mention should here be made of the possibility 
of the trader having omitted to keep a note of his 
cash in hand at the year-end or alternatively having 
inserted in his rough cash-book a figure wildly wide 
of the mark. This may well be the reason for a con- | 
siderable difference on the cash account. In such | 
instances, the accountant may be able to estimate 
the figure by reference to the first banking in the new 
year after taking into account cash outgoings during 
the first part of the year or, alternatively, he will get 
his client to count the cash on a certain day and 
having written up the cash records to date fron the 
year-end, will then be able to reconstruct what the 
balance was at the end of the year. Many cash differ- 
ences have almost disappeared as a result of the 
information obtained by this exercise. 

- 33. Lf after a full inquiry the difference cannot be 
traced the vital questiom now arises as to how the 
accountant is going to deal with this difference for 
the purpose of the accounts. If it should be found 
that there is a cash excess, the normal treatment in 
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the absence of any evidence to the.contrary, would be 
to deal with the difference as unrecorded ‘sales. On 
the other hand, if there is a cash shortage it would 
appear appropriate to treat such as unrecorded dis- 
bursements. If there із по evidence that business 
outgoings have been omitted from the records, then 
such unrecorded disbursements would normally fall 
to Be treated as drawings. Whichever way the differ- 
ence lies, this is a point at which the accountant must 
be on guard against misleading Himself into supposing 
that his only trouble is the apparent difference. The 
fact that a difference exists at all is evidence that the 
records are deficient. If, having exhausted all other 
possibilities, the accountant concludes that a cash 
shortage must be treated as proprietor's drawings or 
that a cash excess must be treated as unrecorded 
sales, it does not follow that the matter can be closed 
merely by inserting the appropriate balancing figure. 
А cash tis of £300 might easily be the result of 
unrecorded sales of £500 and unrecorded drawings of 
£860. Similarly a cash excess of £300 might easily be 
accounted for by unrecorded drawings of £700 and 
unrecorded sales of £1,000. These possibilities can 
either be indicated or discounted at a later stage in 
the, work by various tests, such as gross profit per- 
centages, to which I refer later. The point which I 
to emphasize here is the very tentative nature 
y conclusion which may be come to at the deck 
um the summary cash account is being b 
34. lhe items which have been incorrectly re- 
corded or omitted must now be adjusted on the 
receipt and payment analysis and this will provide 
the detail for the final s cash account which, 
in 'the case with which we are dealing, reads as 
follows 
cee scout for he year miei Deni , 1954 





£ £ 
Opening cash in hand -  Bankings .. 17,125 
Cash received in exchange Purchases -.. 4 
for cheques Ке тоу Wages, national insurance 
Purchase returns and re- and BA,Y.R. .. 1,180 
bates... - LE ioo. Repairs premise 15 
.. 19,035 Repairs — fixtures and fit 
pus £ E ting ~.. is 5 
Bling society dic ae 
terest 25 Drawings: 
34 per cent War Recorded f 
|Loan interes 60 Cash short 40 
Property income 70 | — 560 
| — 155 Ending cash in hand "m 60 
£19,385 £19,383 





'  . IV. Year-end Adjustments 

35. With the completion of the summary bank and 
cash analyses in our imaginary example, it is now 
necessary to deal with the assembling of the figures 
for the year-end adjustments. In order to complete 
thé accounts on an earnings basis, it is necessary to 
prépare figures from the information available as to 
the ending debtors, prepaid expenses, creditors and 
stock, and to make an analysis of the totals of such 
items so that they may be pnm Бана in 
the final accounts. 
(А) DEBTORS 

36. In the case under consideration, the client 
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has made a list of debtors at his year-end and this 
should be scrutinized and inquiries made from the 
trader as to exactly how he has prepared it. It should 
be checked where possible with whatever evidence 
is available to ensure that there are no omissions or 
errors. It will generally be found that a small trader 
has no proper sales ledger but he may keep a rough 
note-book or ledger where he details his credit sales, 
and notes against the entries the dates of payment. 
Often it is found that such entries are merely crossed 
out when payment is received with no record as to 
the date of receipt, but a clue may be found on the 
till-roll if cash from credit sales is noted thereon or, 
alternatively, on a counterfoil receipt book, in which 
case such entries after the turn of the year should be 
scrutinized. On the other hand, the client may make 


' out invoices for his credit sales and then mark the 


carbon copies when the payment is received. From 
the various possible sources mentioned, the account- 
ant will usually be able to verify the details of business 
debtors. He should also inquire from the client if 
any of the accounts are bad or doubtful and deal 
with any necessary write-off or provision when 
preparing the final figures. 

37. Mention should be made here of one matter 
which can easily be overlooked. As the basis of 
calculating the sales figure in the accounts is by 
building up the figures from the receipt records 
and adjusting these by reference to opening and 
ending debtors, any bad debts written off during the 
year which are not noted on the ending debtors 
statement will be missed. It is therefore necessary to 
question the client as to whether any bad debts have 
been written off during the year and if so, it must be 
seen that the appropriate entry is made to credit 
sales and debit bad debts written off. T'his adjust- 


.ment may be important if the bad debts written off 


are sizeable as otherwise the percentage of gross 
profit, which is a useful guide to the accuracy of the 
accounts, will be affected. 

38. Apart from debtors on sales account, inquiries 
should be made from the client as to other debtors at 
the year-end such as rent accrued for letting part of 
the business premises, debtors for returns to suppliers, 
loans, etc., and these should be suitably summarized. 

39. It sometimes happens that the accountant is 
instructed to accept the client's schedule of debtors 
on sales account and not to check the figures and, if 
so, the position should be made clear in the final 
accounts by describing the debtors on the balance 
sheet ‘as supplied by Mr A. B.’ and referring to the 
matter in the accountant’s report. 


(B) PREPAID EXPENSES i 

40. It is usually necessary for the accountant 
himself to prepare a schedule of prepayments as at 
the year-end as, normally, thé chent will not have 
dealt with this. This schedule will comprise such 
items as insurance premiums paid in advance, rent, 
rates and licences prepaid and so on. When the 
analysis of cheque and cash payments is being pre- 
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pared, it is usual to note the period covered by such 
payments as have been mentioned and if this is done 
at the time it will be a simple matter to extract the 
prepaid expenses. Reference may also be necessary to 
such documents as insurance policies, leases, corre- 
spondence and the like in order to ascertain the 
particulars required. 


(с) CREDITORS 

41. In the case we are considering it is found that 
the trader has not prepared a schedule of creditors 
at the end of his year. If a bought ledger had been 
kept, a start could be made by abstracting the year- 
end balances and these could be subsequently checked 
against the relevant vouchers — creditors’ statements 
and invoices, etc. In the absence of a bought ledger, 
the accountant will have to prepare his schedule of 
creditors and make an analysis of the items between 
purchases and the various expense accounts by direct 
reference to receipted statements and invoices, etc., 
supporting the payments, whether made by cheque 
or cash, in the new year. He will also have to examine 
the statements and invoices unpaid at the time he is 


engaged on the accounts to ascertain if any of these. 


are referable to the year with which he is dealing. 

42. It is usual to go through all the bills received 
since the end of the year to ensure no creditors are 
missed as some traders are notoriously slow in paying 
their accounts. Reference will also be necessary to 
recorded payments by cheque or cash since the year- 
end to ensure that no outstandings for which receipts 
or other vouchers are missing, have been omitted. 
Care must be taken to see that the appropriate 
accruals of expenses are included particularly on 
accounts for such items as rent, gas and electricity 
which are normally paid quarterly. Wages accrued 
must also be brought in and also the appropriate 
amount owing to the Revenue for P.A.Y.E. income 
tax deducted from wages and not paid over. 

43. The methods adopted by traders for dealing 
with P.A.Y.E. vary - some draw their wages gross 
and put the P.A.Y.E. deductions in a cash box and 
then pay over such deductions monthly in cash to 
the collector, whilst others draw their wages net 
after deduction of P.A.Y.E. and then pay over a 
cheque for the deductions. Whichever method is 
used, there will probably be a P.A.Y.E. creditor but 
in the former case the cash in the box will also have 
to feature in the accounts as part of the cash in hand 
at the end of the year. 

44. Consideration will also have to be given to the 
creditor position as regards national insurance 
stamps. The accountant should examine the insur- 
ance cards to ascertain the outstanding liability. If, 
for some reason or another, the stamping of these has 
fallen into arrears, there may well be a substantial 
creditor, having regard to the present high weekly 
contributions. 

45. The accountant should be careful to note any 
purchase invoices dated just before the year-end 
which are included in creditors, in order to ensure 
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that the goods have been correctly dealt with in the 
stock. It often happens that, owing to delivery delays, 
goods invoiced just before the year-end do not arrive 
until just after and there is always the danger of 
their omission from stock. In such cases, the account- 
ant should make inquiries from the trader and an 
such items which are not already included in особе 
should be added thereto as goods in transit. The 
converse position should also be watched to see that 
goods included in stock but not yet invoiced are 
included in creditors. 

46. Another point to watch is the proper treatment 
of returns by the trader to suppliers. The latter may 
not receive and give credit for such until the new 
year, although they may have been sent off in the old 
year, in which case the trader will doubtless have 
omitted them from his stock. Where this is the case, 
it will be necessary to make the appropriate adjust- 


ment to the balance due to the suppliers at the | 


balance sheet date. 

47. Before the creditors’ list can be finalized, it is 
advisable to question the client carefully to ensure 
that there are no outstandings for which bills have 
not been rendered. Repairs to premises in progress 
at the year-end is an item easily missed and if such 
were being carried out an estimate of the accrual 
should be included. Some creditors are extraordinarily 
slow in sending out their bills and, in specific cases, 
the accountant may have to contact the potential 
creditor direct in order to ascertain the position of 
his account. Cases sometimes arise when exact 
information cannot be easily obtained without undue 
delay and it may be necessary for the accountant and 
trader to discuss the matter together and arrive at an 
estimated figure of the liability to bring into the. 
accounts. 

48. One matter which can conveniently be men- 
tioned at this stage is the treatment of the trader's 
liability for income tax outstanding as at the end of 
his year. In the case of company accounts, it is the 
normal practice to include in the balance sheet — 
partly under the heading of creditors and partly 
under the heading of amounts set aside for future 
income tax — all tax chargeable on the profits earned 
down to the balance sheet date, even though the tax 
on the current year's profits 18 not payable until the 
fiscal year following that in which the company's 
year ends. This treatment is very rarely followed in 
the case of a sole trader and very often his tax pay- 
ments are dealt with on a cash basis – the payments 
being charged in the capital or drawings account for 
the period when they are made. An alternative method 
of treatment is to apportion the tax liability down to 
the year-end. If, for example, the accounts run for 
the calendar year, then three-quarters of the tax 
liability for the year then current would be included 
as a creditor. Yet a further way of dealing with the 
matter is to include in the business balance sheet as a 
creditor the whole of the tax liability for the fiscal 
year current at the accounting date. 

49. It seems to me that it does not matter which 
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method is adopted so long as the treatment is made 
quite clear by appropriate narration in the trader’s 
accounts and the position fully explained to the client. 
It is sometimes the practice to charge in the capital 
or drawings account the whole of the tax in one 
aggregate figure without segregating the charge as 
between private income and business profits, on the 
grounds that any break-down of the total figure is 
only arbitrary as it depends on how the personal 
allowances, etc., have been allocated by the Inspector. 
My own view, however, is that the tax chargeable on 
the business profits should be shown as a separate 
item. Where this method is followed, the figure is 
normally debited to capital or drawings account. 

50. An alternative way of dealing with the matter 
18 to show, in a separate section of the profit and loss 
account, the tax chargeable against the profits of the 
year (on the ‘future tax’ basis) to enable the trader 
more clearly to appreciate what the profit means to 
him in terms of net income. This method involves 
the adoption of the ‘future tax’ treatment in the 
balance sheet, the computation of the estimated tax 
before the completion of the accounts and also, where 
there is other income, making assumptions as to the 
allocation of allowances. 


(D) srock 

51. In the case we are considering, the client has 
prepared stock sheets at the year-end. These will 
normally comprise quantities and descriptions of the 
various types of goods on hand, particulars of cost 
per unit, per dozen or per gross, as the case may be, 
with a total column showing the extensions. Тће 
accountant should scrutinize generally the stock sheets, 
test the prices of the various items of stock with 
invoice prices, and also test the extensions and check 
the casts thereof. The amount of scrutiny he gives 
the|stock will of course depend upon the answers he 
receives from the client to his questions as to the 
general basis of stock-taking and pricing and also on 
the results of his testing of the prices and extensions. 

52. Inquiry should be made of the trader as to 
bad or doubtful stock and, if the client is of the 
opinion that he will have to cut selling prices in 
order to dispose of certain lines, effect will have to be 
given to any necessary writing-down of such items 
to ensure that they are valued on the normal basis 
of cost or market value, whichever is the lower. It 
may be found that the trader has priced his stock at 
selling values, in which case it will be necessary to 
determine what percentage deduction should be made 
to reduce to estimated cost for the purpose of the 
accounts. 

53. Reference has previously been made (para- 
graph 45) to the necessity of ensuring that goods 
included on suppliers' invoices to the trader, dated 
just before the year-end and included in creditors, 
are. also included in stock at the year-end in cases 
where they were in transit at that date. 

54. It does sometimes happen that at the end of 
the accounting period a trader may have omitted to 
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take stock. In such cases, it is the normal practice to 
get him to take stock at a convenient date subsequent 
to the year-end. By ascertaining the purchases and 
sales between the year-end and the actual stock- 
taking date and applying a normal gross profit 
percentage for the type of business to ascertain cost 
of sales, it is then possible to work back to an esti- 
mated stock to incorporate into the accounts. If, for 
example, stock is taken at the end of February, in 
order to work back to the December stock the calcula- 
tion will be as follows: 


£ £ 

а inken at the end of А | v 1,200 
Add Sales for January and Febru ». 1,800 
Less Assumed gross profit thereon (say 20 per cant) .. 360 








Estimated cost of January and February sales 1,440 
2,640 

Deduct Purchases for January and February 1,330 
Estimated stock at the end of December £1,310 


55. For many small traders, it is difficult for them 
to complete stock-taking at the close of business at 
the year-end. Often they will take several days over 
the job during which stock is varying by reason of 
sales and new arrivals of goods from suppliers. In 
such cases, if the client has not noted the various 
adjustments to be made to his stock, as taken, so 
that it effectively reflects the correct position at the 
year-end, it will be necessary for the accountant to 
review the position and agree with the trader any 
material adjustments to be made to the stock sheets 
to reflect as far as possible the proper stock position 
for the purpose of the accounts. 

56. Many other points can arise in connection 
with the stock but time precludes my dealing with 
them in the course of this paper. Suffice it to say that 
the proper ascertainment of the stock is a most 
important matter as any material errors will distort 
the result shown by the trader’s accounts. It is also 
pertinent to note that specific reference is made in a 
recent report of the Commissioners of Inland Revenue 
to the large proportion of back duty cases which : 
arose on the question of consistent undervaluation 
of stock. This takes us out of the realm of error and 
is a useful reminder of the need to ensure that a 
client appreciates the importance of not withholding 
any information from his accountant. 


V. Transfers 
57. lt is now necessary to consider what other 
adjustments are necessary before the accounts can 
be put together. 'The under-mentioned transfer 
adjustments are merely typical of what might be 
expected to arise in the type of incomplete record 
job under consideration and are not intended to be 
in any way an exhaustive survey of all transfers 

which will in practice be met with. 


(A) BUSINESS PREMISES OWNED 

58. If the trader owns the premises where he 
carries on his business, it is usual for a notional rent 
to be charged in the accounts as a business expense 
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and credited to capital account. The figure normally 
taken is the net annual value of Һе premises for 
income tax purposes as such is an allowable deduc- 
tion in arriving at the profits assessable under 
Schedule D, subject to any restriction in respect of 
private user. 


(B) PRIVATE ACCOMMODATION 

59. If, as is often the case, the trader lives over 
the business premises he rents or буғз, an adjust- 
ment will fall to be made so that a proportion of the 
rent he pays (or of the net annual value as the case 
may be) is charged to drawings in respect of private 
accommodation. Obviously the whole of the rent in 
such a case cannot rank as a business expense, but 
only that proportion attributable to the business 
user of the premises. Apart from rent (or the net 
annual value) similar considerations will apply to 
rates, water, repairs to premises, insurance of 
premises, light and heat, etc., where such charges 
apply to the whole of the premises and not to the 
business portion only. The proportion of such 
expenses which fall to be charged to drawings will 
depend on the particular circumstances of each 
individual case, but it is often agreed with the 
Revenue that, for income tax purposes, two-thirds 
are chargeable to the business and one-third to 
drawings for private accommodation. 

бо. Whenever it is necessary to make an apportion- 
ment of this kind, I consider that by far the most 
convenient procedure is to do so by charging to 
profit and loss account the full amount of the expenses 
and then making a transfer from the credit of profit 
and loss account to drawings account in respect of 
the total amount treated as private, showing inset 
the items making up the total. 


(c) PRIVATE CONSUMPTION 

61. A trader will normally take out of his stock 
certain goods for his own ог his family's personal 
use. Such withdrawals of goods from the business 
are obviously not business expenses and will have to 
be evaluated at cost price and the total thereof 
credited to purchases and debited to drawings. 
Where records of goods withdrawn from the business 
are available, the ascertainment of the figure is simple, 
but, where no records exist, as is often the case, the 
accountant will have to go carefully into the matter 
with the client to arrive at a reasoned estimate. It is 
permissible to evaluate private consumption at cost 
and not at selling prices as otherwise the accounts 
would include a fictitious profit which the trader 
cannot make out of himself. 


(D) MEALS OR REFRESHMENTS PROVIDED FOR EMPLOYEES 

62. It sometimes happens that the trader or his 
wife provides tea or other meals for employees out 
of the housekeeping money which comes out of 
drawings from the business. In such a case a close 
estimate of the cost should be ascertained and an 
entry made debiting business expenses and crediting 
drawings, as the provision of such meals for the staff 
is a proper business expense. 
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(E) OTHER APPORTIONABLE EXPENSES .` . 

63. It will usually be found that certain expenses 
paid through the business will be partly incurred for 
business and partly for private purposes. Typical. of 
these will be the telephone account and' motor 
expenses and it will be necessary to go into the matter 
with the trader and agree a fair allocation of such 
expenses between business and private user. On the 
question of motor expenses, the apportionment will 
normally be dealt with in the ratio of business to 
private mileage. If, for example, 8o per cent of the 
car user is business, the total running expenses – 
licence, insurance, petrol, oil, repairs, garage rent, 
etc. — will be aggregated and of this total 20 per cent 
wil be transferred to drawings account. Similar 
treatment will be accorded to the car depreciation 
provided in the accounts. When later on the figures 
are submitted to the Inspector of Taxes, a similar 
apportionment of the capital allowances on the car 
will be made and that proportion referable to the 
business will be claimed as allowable. When full 
details are not available of car-running expenses, 
reasoned estimates will have to be made of such items 
as cost of petrol which will be calculated by reference 
to total annual mileage and the average mileage run 
per gallon of petrol consumed. 


(F) BUSINESS INCOME OMITTED 

64. It may well happen that a Grades may be in 
receipt of various items of income which, because he 
does not realize they form part of his business 
receipts, he puts into his pocket without recording in 
his books. This is sometimes done quite unwittingly 
and without intent to deceive, although a contrary 
intention has occasionally been heard ofl The account- 
ant will often have to utilize the greatest tact and 
discretion in making inquiries from his client on 
such matters and will occasionally be asked if he is 
working for the client or the Revenue when such 
approaches are made. However, it is essential for the 
accountant, in his client's own interest, to ensure 
that all business income is properly reflected in the 
accounts he is preparing and if the reason for the 
inquiries is fully explained to the trader no undue 
difficulties should be encountered. It may well 
happen that a rent may be received for an advertising 
hoarding on the side of the business premises or the 


. trader may occasionally hire out some of his delivery 


trucks, and the income from such sources can easily 
be overlooked. It is not unknown for some subsidiary 
source of income to be regarded as "wife's perks’ and 
to disappear accordingly. Тће accountant should 
therefore inquire into the possibility of such items 
being omitted from the records and make the appro- 
priate adjustment.when preparing the accounts by 
debiting the revenue in question to drawings and 
crediting profit and loss account, 


(G) BUSINESS EXPENSES PAD PRIVATELY BY THE TRADER 

65. In the same way as certain items of business 
income can be omitted, business expenses — properly 
chargeable in the accounts and allowable for income 
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tax: purposes ~ can just as easily be paid out of the 
trader’s own pocket, without being recorded. Travel- 


ling and other out-of-pocket expenses on visits to 


suppliers, gratuities to carriers, trade journals, and 
even on occasions legitimate entertaining expenditure 


can easily be overlooked by a busy trader. It is neces- 


sary therefore that the accountant should inquire into 
Ње possibility of such unrecorded expenditure and 
make the appropriate adjustment in preparing the 


oe 


(н) DEPRECIATION 

66. It is not necessary in a paper of this nature to 
discuss the various methods of providing for depre- 
ciation of fixed assets. Suffice it to say that an estimate 
will be made of the effective working life of the 
relevant fixed assets such as plant and machinery, 
fixtures and fittings, etc., and an annual amount will 
be'written off so as to depreciate the asset entirely 
or reduce it to an estimated scrap value at the end of 
its! working life. This basis will normally be applied 
in most cases, but occasionally special considerations 
arise which we need not consider here. The annual 
depreciation will be charged in the normal way to 
profit and loss account and deducted from the rele- 
vant fixed assets. 


(1) CONTRA ACCOUNTS 


67. It is appropriate at this stage to mention the 


matter of contra accounts. It sometimes happens that 
а customer of the trader owes an amount for goods 
supplied but, on the other hand, there is a balance due 
by the trader himeelf to the customer, either for an 
expense item in connection with the business or 
fot a private debt. One account may be set off against 
the other and the customer may pay the-trader, or 
vice versa, only the net balance. It is important that 
m c should watch for such contras and 

e the appropriate adjustment in the accounts 
when they arise. In the example mentioned, sales 
should be credited and the appropriate expense 
heading or drawings, as the case may be, should be 
debited. The necessary adjustment of such contras 
can either be dealt with along with the other transfers 
or alternatively sorted out when dealing with the 
analysis of receipts and payments and the appropriate 
entries included in the summary bank and cash 
accounts. 

(68. This matter of contra accounts. is often. а 
considerable headache to the accountant, particularly 
when dealing with farm accounts. Neighbouring 
farmers often buy and sell between themselves and 
only settle the net balance owing perhaps once or 
twice a year. Unless effect is properly given to such 
contras the figures thrown up in the final accounts are 
likely to be misleading. It will be appreciated that 
when the contra із a business account against a 
business account, the result of missing the adjustment 
will not affect the final profit figure though it may well 
affect the gross profit percentage; but if a business 
account is a contra a private account, the profit 
figure will be incorrect unless the adjustment is made. 
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. VI. ÉBISAEIUUR the Figures for the Draft . 
. | Accounts 


68. Consideration must now be given to the best 
method of building up the figures obtained from the 
various sources of information in order to prepare 
the draft accounts. This сап ђе done in one of two 
ways — by use of the normal private ledger method or 
by means of an adjustment statement prepared as 
P of the working papers. 

rivate ledger is used it will be opened up 
in the d ond way. The bank and cash accounts should 
be treated as аг accounts and written out in the 
ledger in summary form, the necessary postings 
then being made from such accounts to the other 
various accounts in the ledger. Effect will then be 
given in the ledger to the various year-end adjust- 
ments – debtors, creditors, prepaid expenses and 
stock. Similarly, the necessary entries will be put 
through to deal with the various transfer adjustments 
required for such items as private accommodation, 
private consumption, the allocation of common 
expenses to private user and so on. A trial balance 
can then be prepared or, if the account is a simple 
опв, this stage can be omitted and the final figures 
entered direct on the draft accounts. 

71. It is often the practice of the accountant in 
the case of small incomplete record jobs to dispense 
with a private ledger entirely and build up the figures 
for the final account by means of an adjustment 
statement. When this taedet is used, the figures for 
the final accounts are on one large 
analysis sheet, the various headings for the accounts 
being run down the left-hand column of the sheet and 
the analysis columns being used to effect the build-up 
of the figures for the draft accounts. An example of 
an adjustment statement is set out inr appendix I to 
this paper, in which has been incorporated the figures 
included in the summary bank and cash accounts 
prepared in the case we have been considering. Such 
accounts are set out in paragraphs 23 and 34. 

72. It will be appreciated that, in effect, the 
adjustment statement is nothing more than a sum- 
mary of the private ledger postings which would 
have been made if such ledger had been used. In the 
example given, the opening balance sheet position 
has been simplified on tlie assumption that the com- 
mencing cash at bank was the only capital introduced 
into the new business at the outset. Where the client 
has been trading for some years prior to his coming 
to the accountant and previous accounts have been 
dealt with satisfactorily, the figures to be included 
in the opening balance sheet column of the adjust- 
ment statement will incorporate the make-up of the 
assets, liabilities and capital obtained from the 
preparation of a statement of affairs at the com- 
mencement of the trading year. 

73. It cannot be too strongly emphasized that the 
accountant should be careful to preserve all his 
working papers comprising: the analyses he 'has 
made of the cash and bank accounts, the summaries 
of year-end adjustments, the transfer adjustments, 
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and so on, as such records will be vital to show him 
the detail behind the various totals and sub-totals 
which have been built up. It is a mistake to try and 
save time by preparing the build-up of the records 
on scrappy pieces of paper with no indication of the 
source of the figures. Indeed, such workings by staff 
would not be tolerated by a principal who reviews 
skilfully the work which has been done. Proper 
schedules must always be prepared and appropriately 
headed showing exactly what they purport to repre- 
sent. Reference to working papers for previous years 
may be required some years later and, if they are 
neatly prepared and cross-referenced, much valuable 
time can be saved, not to mention that feeling of 
frustration which can easily arise if things have not 
been completed and left as they should have been. 
On the other hand, over-enthusiasm is not to be 
encouraged; a lot of red-ink ruling adds nothing to 
the value of the working papers. 


VII. The Final Accounts: General Review 


74. Having put together a draft final account, 
the accountant is then faced with his most important 
task. At this stage he must review the basis on which 
the accounts have been compiled, examine the result 
critically and ask bimself what weaknesses, if any, 
may exist. Only by experience can the accountant 
develop what is almost a sixth sense which enables 
him to seize upon items requiring further investiga- 
tion and possible discussion with his client. Notes 
should of course be taken of any interview he may 
have with his client and, where appropriate, the 
outcome of the interview should be confirmed to the 
client in writing. It is at this stage that the accountant 
must, in his own interests and those of his client, use 
the skill and judgment he possesses in order to 


ensure as far as possible that the accounts are right. | 


His professional reputation will not be enhanced if, 
in the course of seeking information in answer to 
queries from the Inspector of Taxes, the accountant 
finds he has omitted to observe some weakness as a 
result of which the accounts are found to be incorrect. 
I mention below two specific items, namely, gross 
profit percentage and the traders' capital account, 
as being particular examples of matters which require 
careful consideration at this stage. 


GROSS PROFIT PERCENTAGE 

75. The accountant should compare the gross 
profit percentage disclosed by the accounts with 
previous years and with that normally expected in 
the type of business in which the trader is engaged. 
He would probably have accounts of similar types of 
business in his office which would provide a fair, 
though often not exact, comparison. Regard would be 
had in making such comparison to the location of the 
business — whether it was situated in a better-class 


district where the general level of selling prices was: 


on the higher side and where gross profit margins were 
wider or in a poorer-class district where selling prices 
were on the lower side and profit margins narrower. 

36. Good buying might be the cause of a higher 
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percentage of gross profit than normal and, conversely, 
bad buying the cause of a lower percentage. Amounts 
written off stocks, both at the end of the previous year 
and at the end of the accounting year under review, 
might provide the clue as to an abnormally high or 
low percentage. It is easy for the trader in making his 
write-off of stock to reduce it from cost to market 
value, to be occasionally wide of the mark as evidenced 
by subsequent events. 

77. Another factor which might have considerable 
effect on the percentage is variations in purchase 
tax. This incidentally hit the gross profit percentage 
in the case of jewellers’ accounts very considerably in 
the year 1953-54 when two reductions took place 
within a period of nine months. 

78. Difficulty often arises on the question of 
adequacy of the gross profit percentage when a 
trader does a certain amount of semi-wholesale 
business as well as retail trade and if it is possible 
to break down the figures of sales into these two 
categories, a clue is often provided as to the reason 
for the percentage coming out as it does. 

79. This matter of checking up on the gross profit 
percentage is of vital importance. In the smaller type 
of business, a system of internal check is usually 
conspicuous by its absence and when records are 
incomplete there is far less opportunity of detecting 
fraud. In certain types of business, such as a licensed 
bar, it should be possible to establish from records of 
purchases and the opening and ending stocks, the 
expected gross profit and to compare this with the 
actual gross profit disclosed by the accounts. In the 
case of a motor-car dealer, it may be necessary for 
the accountant to schedule the sale proceeds of each 
vehicle against the cost thereof in order to make the 
gross profit check, due allowance being made for 
any writing down of stocks on hand. 

8o. Cases do arise where the percentage appears 
to be considerably greater than would be expected 
and, on investigation, it is sometimes found that the 
trader has been concealing purchases or inflating his 
sales out of his own pocket, possibly with the idea 
of boosting the profits in order to make the business 
look more attractive to a possible purchaser. 

81. There are many other factors, apart from those 
mentioned, which might affect the percentage of gross 
profit but whenever the accountant feels that the 
figure is suspect, he should, before finalizing the 
accounts, discuss the matter with the trader and try 
and ascertain the reasons for any divergencies from 
normal. Tt occasionally happens that when this matter 
is fully aired the trader is found to be the culprit, 
having milked the till himself. Alternatively, it may 
be found on investigation that the girl at the counter 
is the milk-maid or the stock-keeper is well named. 

82. In the accountant's own interests and those of 
the client, it is important that the accountant should 
consider the various possibilities whenever there is 
any cause to doubt that all is not well. If the client is 
himself conc information with the object of 
defrauding the fae Revenue (or with some other 
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dishonest motive), the sooner the accountant discovers 


ће fact the better. If the client is honest, but careless . 


or incompetent, he needs to be protected from him- 


self and possibly from a dishonest employee. What- 


ever the circumstances, the accountant’s task is to do 
his| best to get at facts before he is content with the 
accounts. 


CAPITAL ACCOUNT 

83. Another matter which the accountant should 
look into carefully is the adequacy of the proprietor’s 
drawings. He will as a result of his contact with the 
client be able to form some reasonable estimate of 
his standard of living and as he will usually be dealing 
with the tax return of the client, he will also have 
details of non-business income, number of depend- 
ants, and other information. As a result, he will be 
in a position to form some idea.as to whether or not 
thé drawings disclosed in the accounts are reasonable 
or not. It is usually very helpful to break down the 
drawings figure into cheque and cash drawings as, 
very often, the former will be found to comprise 
certain specific personal expenses and the latter general 
living expenses. If particulars of special expenditure, 
such as the purchase of a television set or abnormal 
medical expenses, are known then it is possible to con- 
sider the adequacy of the other normal living expenses. 

84. The sources of all capital introduced and any 
spécial receipts should be carefully investigated. It 
is important that the accountant should have access 
to ‘any private bank or building society pass-books 
of 'the client, not only to check up on withdrawals 
representing the introduction of new capital into the 
business, but also to ensure that there are no items 
indluded therein which affect the business trading 
and profit and loss account. In the course of verifying 
capital introduced into the business, it may occasion- 
ally be found that an item "which the trader had 
marked as such in his records turns out to be a loan 
and therefore forms part of the creditors. Such loans 
should, of course, be shown separately on tbe balance 
sheet from ordinary business creditors and, if no 
interest ‘is payable thereon, should be described as 
‘free of interest’. 

85. The accountant’s primary concern is to see 
that the accounts are correct but, in his inquiries into 
the introduction of new capital, he will also bear in 
mind that when later the accounts are submitted to 
the Revenue, the Inspector will be particularly 
interested in the sources from which the new capital 
has come. If there has been some past concealment 
of: business or other income it is most desirable that 
this should be brought to light and the client advised 
to put his house in order with the Revenue; if through 
lack of reasonable investigation by the accountant the 
matter is not brought to light until the Inspector raises 
his questions, the accountant will be in an unenviable 
position and the client will be in a far worse plight. 


NOTES AND NARRATIVE IN "HE FINAL ACCOUNTS 
'86.. Where the accuracy of the final accounts is 
materially affected by the liberal use of estimates in 
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the absence of recorded information, it is desirable 
that they should be described as 'approximate ac- 
counts’ and that appropriate notes or narrative should 
be included in the accounts themselves so that there 
is no misunderstanding as to the source of the 
information disclosed therein. For example, if no 


: record has been kept of cash drawings abstracted 


from business takings, an estimate will have been 
made of what they amounted to in the course of the 
year and it would be appropriate and highly desirable 





to describe sales as follows: 

Sales - - 
Recorded ` Р . £4,766 
Unrecorded (estimated cash 

by proprietor) 260 
£5,026 


A similar figure would feature in the trader’s capital 
account as follows: 
Cash drawings (estimated) £260 
87. By making appropriate references on the face 
of the accounts in this way, the limitations of the 
accounts become immediately apparent and the 
accountant can simplify the terms of his report on 
the accounts. In my opinion, far more use could be 
made of such notes on accounts from incomplete 
records and there seems to me to. be every advantage 
in dealing with the matter in this. way во as to make 
the accounts as informative as possible and put their 
reliability into proper perspective. There is much 
which could be written on the form and layout of 
accounts prepared for sole traders but time precludes 
me going into the matter at length. The main point 
is that the accounts should be set out as simply and 


clearly as: possible, bearing in mind that the trader 
usually has little knowledge of НОО, 


THE CLIENT'S SIGNATURE 
88. Before the accountant regards his work as 


finally completed he would be well advised to consider 


whether he.should rely on his client's verbal assur- 
ance or, alternatively, should obtain from him a 
certificate, to the effect that to the best of his know- 
ledge arid belief the books, records and other informa- 
tion submitted fully disclose all the transactions 
relating to the business. I understand that practice 
in this matter varies. Some accountants, I believe, 
have a standard form of certificate which they use 
(suitably adapted whére necessary) for all their clients 
whilst others only require such form of certificate 
in specific cases. It would be interesting to obtain 
the views of the members of the course as to whether 


а certificate should be obtained in all cases and what 


is their general practice in the matter. 

89. Another question I should. like to pose is 
whether the client should be requested to sign the 
final accounts as approved. It is of course the usual 
practice for the accountant to see the client on the 
final draft of the accounts and. discuss the figures in 
detail. It seems to me, however, that if he approves 
the accounts verbally there is normally no point in 


obtaini g his signature thereto. (To be concluded.) 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold aid responsible for, the opinions expressed. 


Future Income Tax: ‘Reserve’ ог ‘Provision’ 
Sm, – I should be glad to hear if any of your readers 
can enlighten me as to the reason for the widespread 
practice in this country of making a reserve for 
income tax for the year of assessment subsequent to 
the date of the balance sheet іп which it appears." 

T assume that it originated with a view to providing 
for the tax eventually payable on the profits shown 
by the accounts, but even this justification is un- 
soundly based as it is, in fact, tax on profits of a 
future year in spite of the fact that the profits of such 
future year are measured for tax purposes by the 
profits shown by the accounts. 

The fact that such ‘provision’ requires to be shown 
in the balance sheet as a free reserve flatly contradicts 
its justification as a ‘provision’ and as far as J can see 
renders-it a quite arbitrary, illogical, and unnecessary 
appropriation of part of a company’s free reserves. 

In my opinion, the true income tax liability at any 
date is the appropriate proportion of the liability for 
the year of assessment within which the balance sheet 
date falls or the tax which would have been payable 
‘if the company had ceased trading on that date. 
` A practice of providing for the income tax liability 
on this basis would appear to have the advantages 
of being completely logical, making proper allowance 
for the fact that increased profits will eventually 
attract increased tax, avoiding the necessity of 
trying to provide two to three years tax out of the 
profits of the first year, and providing the shareholders 
with a much clearer view of the true position, than 
is provided under the more normal practice. 

Ав the practice of reserving for future tax seems 
almost universal in this country I can only assume 
that my views on the subject must be wrong, but I 
should like to know just what is wrong in what 
appears to me to be clearly the correct way in which 
to provide for a company's income tax liability. 

Yours faithfully, 
Ashtead, Surrey. W. N. ANDREWS. 


Costing System: Manufacturing Chemists 
Sm; — The points mentioned by ‘Industrial’ in his 
letter published in your issue of August 6th, would 
appear to justify some comment on the general 
principles which govern the relationship between 
accountant and technician. Such principles might be 
summarized as follows: 

(1) Accountant and technician must co-operate in 
` order to achieve maximum output of highest 
:. quality at lowest cost. 
© (2) The technician is concerned with the production 

side of the joint effort, and the accountant with 
the side of cost and finance. Pr 

(3) The technician cannot know if his product will 

actually find a market unless the accountant 
: can assure him that the cost will be such as to 


. yield a selling price acceptable to the consumer. 
(4) The accountant cannot know if his costs аге ас- 
curate unless the technician can assure him that the 
elementa of cost have been adequately measured. 


It is generally admitted that the condition indicated 


шав be successfully implemented only with 
the 


ll co-operation of operatives, who, in the 


difficult circumstances suggested Бу "Industria 


may stand in need of a special briefing. 


The argument thus developed trade inevitably” to 
the question of the measurement of time and time- 
recording equipment; and so to my final point, 
namely, that if ‘Industrial’..demands’ accurate 
costs, the labour force must be disciplined and 
organized to, in simple terms, account for what they 
have done, and how long they took. 

If, however, ‘Industrial’ stil maintains that 
continuous time-keéping is not practicable, I suggest 
that a 'pilot operation be carried out in respect of 
each formula or ‘mix’, with charge-hands, foremen, 
and time-recorders all teamed up for the cost- 
finding experiment. Standards will then be estab- 
lished from which serious deviations would arise 
only when the rhythm or control of the work had; 
for any reason, been disturbed. 

Yours faithfully, ` | 
R. E. ELLMER, M.A., A.C.A., ACLS. 
Blandford, Dorset. 


Sales Ledger System 
Sm, – I would welcome the views of readers with. 
parallel experience with regard to a system for keeping 
a sales ledger under the following circumstances: 
Type of business: Goods sold direct to customers 
on credit through travelling 
agents. 
Turnover: £1,300,000 per annum. 
Number of orders: 120,000 per annum. 


Value of orders: From a few shillings to a 
| hundred pounds, but 80 per 

cent under £15. 
Туре of orders: ^ Approximately до per cent of 


. orders are from regular cus- 
tomers; remainder from 
customers who may. never 
purchase again, or at least 
not for several years. 

The large number of customers who do not purchase 
more than once precludes the use of the normal 
sales ledger systems, and I have not as yet hit upon a 
thoroughly satisfactory alternative system, though I 
feel there must be one. Any suggestions from readers 
who have faced a similar problem would be most 
Вар Yofirs faithfully. 
J. S. NETTLETON. 
Sunbury-on-Thames, Middx. | 
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— Half-time Results 


Sm, – I refer to the leading article entitled *Half-- 


time Results’, which appeared in your issue of 
August 13th. For some years you have pressed for 
more frequent accounts and reports from public 
companies, and you must have wearied many of your 
readers by this constant reiteration. Judging by your 
correspondence columns, few accountants are inter- 
ested in the project. | 
' I wonder if there is апу real demand from share- 
holders (apart from a few idle speculators) for this 
additional information, and’ whether it would be 
ef any real benefit to industry if this information 
were given? 
` I think that except for a few very large concerns, 
almost all public companies suffer considerable 
fluctuations in their turnover. Most of these fluctua- 
tions are ironed out in the course of a year's trading, 
though for purposes of taxation it has often been 
advocated that a year is too short a period to give a 
true picture. 
| It seems to me that no useful p is sérved in 
exhilarating or depressing the shareholder more often 
than annually; I Те lieve that a company temporarily 
in the doldrums might be seriously harmed. It is 
seldom good policy to pull up a plant to see how it is 
growing; if root pruning is required, « опсе a year is 
quite sufficient. 

I am aware that there is at present no proposal to 
make this practice compulsory, but if it becomes 


customary with the very large companies, the medium . . 


‘and small companies will eventually have to follow 
their lead, or the shareholders would think the 
directors had something to hide. The expense and 
nuisance to the smaller companies would also be 
considerable. 
i The modern informative profit and loss account 
and balance sheet is not a lucid document, and а con- 
isolidated balance sheet must Бе a nightmare to all 
‘but the expert; I believe many shareholders still 
tla its much simpler forerunner, and that there is 
itle demand for yet more information. 

I am not one of those who considers that because 

јап idea originates in the United States of America 


‘that it is necessarily a good idea. 
Yours faithfully, | 
Salisbury. ALEXANDER FLETCHER. 


[It is difficult to reconcile our correspondent’s сот“ 
ments with progressive thought. Improvements in the 
content and presentation of company reports and the 
frequency of their publication for long urged in these 
[columns have been stimulated by the example of 
several pioneer companies. Many of the principles 
evolved were given formal and statutory recognition 
in the 1948 Companies Act. But- is progress to be 
halted at this point? In these days of budgetary control 
and continuous audit, we find it difficult, too, to 
‘appreciate our correspondent’s horticultural analogy – 
imprudent indeed is the company which takes stock of 
its position only. once in a year. No doubt other readers 
, will have opinions (о offer. – Editar.] ` i 
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University Graduates and the Profession 
Sra, = Twelve: years have passed since a joint com- 
mittee composed of representatives of the universities 
and the profession’ was appointed to prepare a 


scheme for providing improved facilities for the 


education of prospective inembers of the accountancy 
profession. lt might be interesting to have factual 
evidence on the progress made by graduates who 
have passed through the scheme and become members 
of one of the professional bodies. The following facts 
have been obtained which concern students of the 
University of Manchester who have read accounting, 
economics and.law. They are submitted with full 
awareness that they are only a small sample. 

The first students graduated in 1950 and presented 
themselves for professional examinations from 1952 
onwards. Not all students taking the scheme course 
entered the profession but of those who did, the 
following results have been obtained by this date. 

Students entering m from 1950, 1951, 


and 1952 classes: 20 
‘Passed Final Examination: 

Chartered Accountants КА .. 14 

Incorporated Accountants ..  — EE: 

Certified and Corporate ‘Accountants 2 

Municipal Treasurers Я І 
Information required from 1952 class 2 


Pee sitting November) 

One brilliant student entered the profession 
but was killed in an accident before н. 
the examination 


E 


' One student has taken two Finals. Ninety per cent 
passed their Final examination at the first attempt 
as far as can be ascertained. 

These students gained the following honours and 
all read under the scheme arrangement thus obtaining, 
in most instances, Intermediate exemptions: 

Institute, 1953: Auditing Prize 

1955: First place and two prizes 
. Eighth place and two prizes 

Association, 1952: First place and prize 

Municipal Treasurers, 1954: First place and prizes. 
If other students of the EL dt of Economics in 
these years who have entered the profession but 
who did not graduate under the:scheme arrangements 
aré included, the entrants are increased by two 
candidates, both of whom qualified and one of whom 
took the first place in the: 1953 Chartered Finals. 
As: graduates from other universities have’ dis- 
tinguished themselves it is evident that the pro- 
fession gains members of good calibre at least in 80 
far as examination status 1s a criterion. 

Tt is perhaps still early to make a valued judgment 
on the scheme but at least the results hold promise. 

Yours faithfully, 
б. W. MURPHY, 
FACULTY OF. ECONOMICS AND SOCIAL Srupres, 
UNIVERSITY OF MANCHESTER. 
` Manchester, I3. 
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FINANCE AND COMMERCE . 


While fresh demands for wage increases in the 
engineering, coal and transport industries heighten 
the inflationary pressure on industry, the stock- 
market is becoming rather more concerned with the 
Government's monetary measures designed to com- 
bat present economic tendencies, Equities sag, but 
fixed interest stocks are improving. 


*More Complicated' 
For this week's reprint we give the accounts of 
Arnott & Harrison which, says Mr F. W. Halliwell, the 
chairman, arerather morecomplicated than in previous 
years owing to the alteration in the accounting date 
from June 30th to December 31st and to the acquisi- 
tion of further subsidiaries since the previous accounts. 

The accounts under review bring in a period of 
eighteen months for the company and its original 
subsidiaries and various periods up to twelve months 
for the new subsidiaries and, in consequence, there 
із no strict comparison with the previous figures. · 

In the consolidated profit and loss account, how- 
ever, endeavour has been made to present the figures 
in such a form as will give a fair comparison and to 
provide a comparable basis for future years. 'To do 
this, the directors have dealt with the twelve months to 
December 31st, 1954, in the profit and loss account 
and taken into the appropriation account the first 
six months of the eighteen-month period. 

The provision for income tax for 1955-56 has 
been set against the profits for the year to December 
31st, 1954, leaving only excess profits levy and a 
proportion of the profits tax to set against the profits 
of the six months to December 31st, 1953. The 
company is in tbe engineering industry producing 
gauges, tools, jigs, press tools, forgings, etc. 


Expenditure Carried Forward 
What consideration. should govern the carrying 
forward of expenditure to future years? It is a question 
on which it is not easy to lay down hard and fast 
rules and yet the decision is material in the calcula- 
tion of profit. 

Mr А. Lester Boddington, chairman of Yorkshire 
Amalgamated Products, describes with this year's 
accounts the action taken by his company. One of the 
company's brickworks has a heavy stone overburden 
which has proved troublesome in the past. This year, 
the problem was tackled on a major scale and con- 
siderable expenditure was incurred in removing 
thousands of tons of useless material to expose the 
valuable clay and shale under the capping. The 
project was obviously for the benefit of the future as 
well as the present. 

The decision was to charge approximately half 
the cost against the year's profits. The remainder, 
some £6,935, was carried forward. Mr Boddington 
explains that the consequent heavy charge against 
profits is the main reason why the trading profit 
shows a reduction on 1953. d 


: . £1,000 Out 
If there is any little arithmetical difference in the 
accounts reprinted in this section, there is almost 
certain to be one reader at least who spots it. Maybe 
it is some instinct developed by years of training in 
checking additions; an urge to run up the figures 
wherever 2 and 2 are gathered together. 

This time, the difference is in the accounts of 
Imperial Chemical Industries Ltd, which were given 
in our issue of June тг. Our reader says that the 
position regarding the reserve for taxation deferred 
by initial allowances at once attracted his attention, as 
the figure for 1953 of 11,832,241 plus the transfer for 
1954 of £61,954 gives a total of £11,894,195, compared 
with that of {11,893,195 shown in the accounts. 

‘Has {£1,000 been written back and, not being 
material, not disclosed? he asks, ‘Or, have the 
"imps" been at work again? 

Obviously, there must be an explanation. One just 
doesn't lose £1,000, even in a multi-million balance 
sheet. Maybe the company's chief accountant would 
oblige? 

Land Securities Investment Trust 
Section 56 of the Companies Act has provided 
several important cases of capitalization of revenue 
reserves and undistributed profits on a take-over by 
one company from another. There is a further 
interesting aspect in Land Securities Investment 
'Trust Ltd, a property-owing company under the 
chairmanship of Mr Harold Samuel, where a new 
company is being formed under a scheme of recon- 
struction. | 

Referring to the scheme, Mr Samuel says that it is 
desirable that the new company should create a 
reasonable revenue reserve in its first accounts for the 
period to March 31st, 1956. 


In order to do this, the directors do not intend to - 


pay a dividend to the ordinary shareholders in respect 
of that period. 

In compensation, however, the directors propose 
to pay a dividend of 17$ per cent less income tax 
prior to the dissolution of the old company which, 
taken with the dividend to be paid to March 31st, 
1956, by the new company on the preference shares 
as will then be constituted, will, in.effect, be the 
dividend for the year to March 318t, 1956. 

The scheme, we should add, gives preference and 
ordinary shares in the new company to the holders of 
the present equity. 

Mr Samuel points out that these dividends should 
not be taken as a measure of the earnings for the year. 


Money Market 
With the bid maintained at {99 and the market 
receiving 58 per cent of requirements, the average 
discount rate hardened slightly to £4 os 1:13d as a 
result of the Treasury bill offer on August 12th. 
Applications were £350,425,000. 
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FOR STUDENTS: 


. INSTITUTE RECOMMENDATIONS 
'No. V. The inclusion in accounts of proposed 
profit appropriations | 


Recommendation V of The Institute of Chartered 
Accountants in England and Wales was Published on 
March 13%, 1943. 

Reference is made to the fact that although certain 
oppe printom of profits, including dividends recom- 
mended by directors, are subject to subsequent con- 
Gratian by shareholders, the inclusion of all appro- 
priations in the accounts from which they arise, is 
desirable. 

The recommendation is that provision be made in 
the books and in the annual accounts for proposed 
profit appropriations, those subject to соната нов by 
shareholders being во described. 

Although a purist might claim that an sppropriation 
was never effected until resolved by the shareholders 
in general meeting, the Companies Act, 1948, has 
now given statutory authority to this procedure and, 
speaking generally, it is now .obligatory to show 
appropriations in accounts on the basis that all 
directors’ recommendations are adopted by the share- 
holders in general meeting. 


GENERAL COMMERCIAL KNOWLEDGE 
Hire-Purchase Restrictions - | 


The recent changes in hire-purchase regulations, under 
which the minimum deposit on the majority of goods 
has been increased from 15 to 33} per cent is a further 
example of the many and diverse ways in which the 
Government can and does affect — if not control – the 
pattern of public spending. 
Comments in the trades .concerned show that 
ers are quite reconciled -to. a decline in their 
sales of such items as refrigerators and television sets. 
It might be supposed that the only effect of making 
such provisions would be to prevent people taking 
delivery of the goods until they had saved the addi- 
tional 18$ per cent; in other words, that the total 
volume of sales would not be affected. However, 
experience shows that in many cases the money is 
consequently spent on something else or, as the 
Chancellor of the Exchequer hopes, that it is saved. 
The new regulations were introduced, as Mr Butler 
explained in Parliament, because too much money 
wab being spent on consumer goods and not enough 
was being saved. Large schemes of capital development 
are in progress, covering all forms of industry from 
the modernization of the railways to the building of 
atomic power stations. Somewhere in the community 
an equivalent sum of money must be withdrawn from 
income and, in effect, converted into savings, or in 
other words, capital. Failure to keep savings and real 


investment in step gives rise to inflation or deflation: | 


in the present case the danger was inflation, where 
there would be ‘too much money chasing too few goods’. 
' Readers may recall that another ‘diverting’ move 


~ though in the opposite digection — was taken by the: 


Government in the last Budget, when purchase tax 
rates on certain textiles were reduced to encourage a 
greater flow of spending to those industries. This 


measure was increased shortly afterwards, when still 
further relaxations were made. 

. The power of the Government to divert, encourage 
or suppress spending habits is one of the most im- 
portant features of our economic life today. А few 
decades’ ago, this ‘interference’ with the business 
world would have been regarded as heresy, but today 
all political parties appear to be united in the view 
that a planned economy offers the most secure future 
for the nation as a whole: the differences which are 
found between the political parties arise largely from 
the extent to which -and manner in which such 
planning is implemented. ` 


Registration of Business Names 

When any person, being an individual or a company, 
trades under a name which does not consist of the 
true surname of. himself, if an individual; the true 
surnames of all partners, if a partnership, or the 
corporate name, if a company, the business name must 
be registered under the Registration | of Business 
Names Act, 1916. © · 

The matters which must be registered are ihs name; 
the general nature and principal place of the business; 
in respect of every partner, his present christian name 
and surname, any former christian name or surname, 
his nationality, and if that has been changed, his 
nationality of origin, his usual. residence and any 


` ,Other business occupation; and in respect of every 


company, the corporate name and the registered office. 

.Рагіісшаїз of changes in the constitution of any firm 
must also be registered as and: when they arise. 

. If the requirements of the Registration of Business 
Names Act are not complied with, any contract 
entered into by the firm whilst registration has not 
been effected cannot be enforced in a Court of law. 
The Court may grant relief and in particular, if default 
under the Act has been made, this alone will not pre- 
vent the individual or firm defending any action at 
law — e.g. а claim for set-off on a contract may be made 
in the normal manner. У 

Similarly, the title to any property which а de- 
faulter has obtained is not affected by non-compliance 
with the Registration of Business Names Act, 

All firms which register must publish the names and 
nationalities (if other than British) of the partners 
in their trade catalogues, trade circulars, 8 howcards 
and business letters. 

'The Registrar of Business Nanai is at Bush House, 
Landon: WCa, ‘and although the register ‘is quite 
separate, the Registrar is in fact the same person as 
the officer med the position of Registrar of Com- 
panies. | 


H.M.S.0. PUBLICATIONS | 

Report of the C.I.R. | 
Every year the Commissioners of Inland Revenue 
submit a formal report to the Lords Commissioners 
of Her Majesty’s Treasury, and this is published by 
НАМ. Stationery Office as а Command Paper. The price 
of these reports varies according to the volume of the 
contents, рај сло 
10-75. ` 
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The report for the year ended March 31st, 1954, 
was published in January 1955, and the document is 
one which can be recommended to all students, 
irrespective of the stage to which their taxation studies 
have progressed. 

The various Inland. Revenue duties are discussed 
in brief detail, and such taxes as corporation duty and 
mineral rights duty (neither of which are commonly 
dealt with in text-books) receive mention there. A 
table showing the gross receipts and disposals of the 
various taxes is also included. 

A. detailed account is then given of the administra- 
tion of the Inland Revenue, and the division of the 
work of the department among the various branches is 
described. Also in this section is a brief table sum- 
marizing the criminal prosecutions by the Board in 
1953~54. It may be of interest to note that of seventy- 
four prosecutions there were seventy-one convictions, 
of which one was for assault on a collector. 

Details of the changes in tax legislation for the year 
1953—54 are also summarized in tbe report. 

The report for the year ended March 31st, 1954, 
also includes nine appendices, many of which contain 
interesting statistical information, such as the analysis 
of earned incomes in each range of total income; com- 
panies' appropriations of income; and classification of 
receipts of stamp duties. Unlike many a Finance Act, 
the report is written in clear, non-technical language, 
and for 5s it is a document worthy of inclusion on the 
student's bookshelf. 


COST ACCOUNTING 
Interest on Capital 


Тће problem of whether interest on capital should be 
included as an element of cost has never satisfactorily 
been settled by experts. Perhaps for this reason alone 
it is often found to be а favourite question set by 
examiners. 

In basic principle there seems to be little doubt that 
‘interest’ is an element of cost. All production песез- 
sitates the employment of capital, and the longer that 
this capital is utilized in production, the greater will 
be the cost to the producer. For example, if wine is 
purchased which has to mature for many years before 
being marketed, the cost of the wine sold is not only 
its original purchase price, but also the interest which 
would have been earned on the capital if the capital 
had been used in making investments. 


The first difficulty which arises in practice is to` 


decide, if interest is to be included as an element of 
cost, upon what capital the figure of interest is to be 
calculated. Obviously, one must be consistent, and 
whether the capital is the proprietor's own or is bor- 
rowed should make no difference to the determination 
of this figure. If capital is borrowed for the purposes of 
production, interest will be paid, and this interest may 
be used as the basis of the cost element. However, if the 
proprietor employs his own capital instead, obviously 
it would not be consistent to ignore this factor, and 
therefore notional interest must either be calculated 
on total capital or the attempt to include any interest 
as an element of cost must be abandoned. 

In computing the notional capital employed, further 
difficulties then arise, since it would not be com- 
pletely accurate to take the capital, say, as shown in the 
last balance sheet. The profit of a firm will be earned 
over the course of the year, and if this is not withdrawn 
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at corresponding intervals of time, the capital employed 
in the firm will therefore fluctuate, not only from month 
to montb, but also from day to day. 

А further point which might even be considered is 
that when monthly credit is obtained from suppliers, 
the suppliers are, in effect, lending their own capital 
to the firm, and there would seem to be no reason to 
exclude from the computation of notional capital 
employed the liabilities on such current accounts. 

Even if some decision is reached in the matter of 
notional capital employed in the business, further 
consideration is then necessary to decide at what rate 
per cent the interest is to be calculated. Obviously, 
this must remain a matter of some contention. 

Arguments in favour of including interest on capital 
as an element of cost include the following: 


(1) interest is as much a cost of capital as are wages 
a cost of labour; 

(2) true profit can only arise when capital has 
received its due share of interest; 

(3) if capital must be borrowed to enable production 
to proceed, the cost of borrowing this capital 
cannot be other than a cost of production; 

(4) unless interest on capital is included as an element 
of cost, no distinction will be made between 
contracts which take a long time to complete, 
and contracts which are completed shortly. 
It cannot be denied that a quick profit is always 
more attractive than the same profit over a much 
longer period. 

Among arguments against including interest are the 

following: 

(1) interest is only anticipated profit; 

(2) charging of interest is a question of finance and 
not of production; 

(3) with few exceptions (e.g. wine and timber), 
time does not improve the quality of any product, 
and, in fact, time may result in deterioration of 
the product. Accordingly, interest is not a true 
element of cost, since if it is to be considered so, 
it must automatically increase cost as it reduces 
value of the product, and this is claímed to be 
absurd. 


All the foregoing arguments have an element of 
truth in them, yet all are a little dogmatic. The main 
feature about this problem is that extreme difficulty 
will be encountered if one is to attempt to be accurate 
in the calculation of interest, and if one is not to attempt 
to be accurate there is little point in attempting to 
assess the interest cost of production. 

In practice one very rarely finds that interest enters 
into the calculation of costs. In the isolated cases where 
stocks have to mature, it is fair to include interest, 
but in the ordinary case of a manufacturing industry, 
the inclusion of interest is not only misleading, but 
also most difficult, and on grounds of expediency alone, 
there is a good case for its omission. 

In passing, it may be noted that in the instances of 
‘cost plus’ contracts, which were prevalent during the 
Second World War (when the Government would pay 
the contractor the cost of doing a contract, plus an 
agreed percentage over and above the prime cost), 
interest did not qualify as an element of cost, This fact 
by itself should not be talfen as conclusive evidence, 
but rather as a further indication of the expediency of 
omitting interest from cost accounts. 
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NEW LEGISLATION 


АП new Acts are noted in this column together with those Statutory Instruments which are 


of interest to the profession. The date given indicates when an Act received the Royal Assent 
or when a Statutory Instrument becomes effective. Copies of either may be obtained through 


ie Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, ЕС2. 


| STATUTES 
i (4 Eliz. 2) 

Chapter 1: Austrian State Treaty Act, 1955 
An Act to provide for carrying into effect the Treaty 
for the re-establishment of an independent and 
democratic Austria. 
Price 2d net. July 6th, 1955. 

Chapter 2: German Conventions Act, 1955 
An Act to provide for matters relating to certain 


tribunals agreed to ђе set up by conventions with the . 


Federal Republic of Germany and to the enforcement 
‘of the customs laws of the Federal Republic in pur- 
suance of those conventions by authorities of Her 
Majesty’s forces. 


Price 3d net. July 6th, 1955. 


' Chapter 3: Appropriation (No. 2) Act, 1955 
An Act to apply a sum out of the Consolidated Fund to 
the service of the year ending on the thirty-first day 
of March, one thousand nine hundred and fifty-six, 
and to appropriate the барви granted in this Session 
of Parliament. 


Price od net. July 27th, 1955. 


Chapter 4: European Coal and Steel Community 
Act, 1955 

An Act to confer certain immunities and privileges on 

the representatives in the United Kingdom of the High 

Authority of the European Coal and Steel Com- 

munity and their staffs, and the family of the chief 

representative of that Authority. 


Price ad net. July 27th, 1955. 


Chapter 5: International Finance Corporation 
Act, 1955 

An Act to enable effect to be given to an international 

agreement for the establishment and operation of an 

International Finance Corporation, and for purposes 

connected therewith. 


Price 3d net. July 27th, 1955. 


Chapter 6: Miscellaneous Financial Provisions 
Act, 1955 

An Act to make further provision with respect to the 
Civil Contingencies Fund, to authorize the making of 
loans for the purpose of implementing potato price 
schemes and an increase in the loans which may be 
made to the Government of Northern Ireland, to 
wind up the Road Fund аре to make provision with 
respect to unclaimed Government stock and other 
unclaimed rights. 


Price 6d net. July 27th, 1955. 


Chapter 7: Wireless Telegraphy (Blind Persons) 
Act, 1955 

An Act to amend subsection (2) of Section 2 of the 
Wireless Telegraphy Act, 1949. 

Price 2d net. July 27th, 1955. 

Chapter 8: County Courts Act, 1955 
Ап Act to extend the jurisdiction of County Courts and, 
in connection therewith, to amend the law as to costs 
in and transfers to the High Court, make further pro- 
vision fo1 the dispatch of business in County Courts 
by increasing the number of judges and otherwise, and 
provide for appeals from County Courts on questions 
of fact, and for purposes connected with the matters 
aforesaid. 
Price 9d net. July 27th, 1955. 
Chapter 9: Rating and Valuation (Miscellaneous 
Provisions) Act, 1955 

An Act to amend the law as respects rating and valua- 
tion for rating, and for purposes connected therewith. 


Price 1s 6d net. “July 27th, 1955. 


Chapter 10: Validation of Elections Act, 1955 
An Act to validate the election to the House of Com- 
mons of John Clarke George, Esquire, and Sir Roland 
Jennings, Knight, notwithstanding their holding 
certain offices, and to indemnify them from any penal 
consequences which they may have incurred by sitting 
and voting as members of that House. 


Price 2d net. July 27th, 1955. 


STATUTORY INSTRUMENTS 


The Income Tax (Employments) 
(No. 6) Regulations, 1955 
(8.1. 1955 No. 835) 
These Regulations provide for raising the limit of 
weekly or monthly pay above which an employer has 
to operate the Pay-as-you-earn scheme for every 
employee, to take into account the increased income 
tax allowances provided by the Finance Act, 1955. 


Price 2d net. July 6th, 1955. 


The National Insurance (Residence and 
Persons Abroad) Amendment Regulations, 1955 
(S.I. 1955 No. 983) 

These Regulations amend the National Insurance 
(Residence and Persons Abroad) Regulations, 1948. 
They remove the statutory disqualification for the 
receipt of widow's benefit, guardian's allowance and 
retirement pension for periods of absence from Great 
Britain which hitherto has applied (with certain 
exceptions) in the case of persons outside Her Majesty's 
dominions. 'T'he Regulations also contain a transitional 
provision preserving any right to benefit to which 
persons would have been entitled but for the amend- 

ment. 


Price 2d net. July rrth, 1955. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow-: 


ship and applicants admitted to membership at the 

Council Meeting held on August 3rd, 1955, who 

completed their Fellowship or Membership before 

August 16th, 1955. 

Associates elected Fellows 

Andrews, Mervyn Frank; 1950, A.C.A; (Lawrence, 
Gardner & Co), 5 Unity Street, Bristol, 1. 

Brewster, Philip Norman Ward; 1936, A.C.A.; (Brewster 
& Brewster), Upton Chambers, 12 Upton Road, Watford. 

Dixon, Edward Stanley; B.A.(Com.); 1935, А.С.А.; 
(Hemsley Miller & Со), 18 Mackenzie Street, Slough, and 
at Chesham; also at London (Hemsley Miller & Co) 

- and (Ferguson-Davie & Co.) | 

Elliott, Gerald Scotchford; 1949, A.C.A.; (Roffe, Swayne 
& Co), Barclays Bank Chambers, 74 High Street, 

g, Surrey; also at London (Roffe, Swayne & 
Co) and (John Goodwin & Co.) 

Hawkings, Patrick Stanley; 1936, A.C.A; (Wood; Albery 
& Co), 40-42 Copthall ‘Avenue, London, ЕСа. 

Hunter, Francis Trevor; 1932, А.С.А.; (*Robson, Morrow 
& Co), 59 New Cavendish Street, London, Wi, and at 
Glasgow and Sheffield. 

Lopian, Joel Jack, B.A; 1948, A.C.A. (J. J. Lopian & 
Eo), 11 Peter Street, Manchester, a. 

Maclidowie, Alan Brian, T.D.; 1937, А.С.А.; Ren 
Beattie & Co), Westminster Bank House, 3 York Street, 

ЖЕ. E. 


Manchester, 2. 

Morison, Frank Dalcour, М.С; 9, А. 
‘Hoggarth & Co), 77 London Road, ee ames. 

Piercy, Ronald} 1949, A.C.A; (Newman, Biggs & Со), 14 
Harborne Road, Five Ways, Edgbaston, Birmingham, 15. 

Wickenden, Roland Bernard; 1948, A.C.A.; (Maurice G. 
Dadley & Co), Stoneleigh Chambers, 2 Queen's Road 
Coventry. 

Wheeler, Alfred John; 1933, A.C.A; (*Smith, Wheeler & 
Hay), '6 Queen's "Terrace, Exeter, and at Honiton; also 
at Exmouth, (*Horace Ellett & Co. ) - 


(Not in England and Wales) 

Pile, Cuthbert Graham; 1946, A.C.A; (Reads, Cocke, 
Watson &- -Scarborough),. Star House, A "Mulcaster Street, 
Зе. Helier, Jersey, С.І. 

Admitted as Associates 
(Not in Practice) 

Dias, Samuel, 47 Stepney Green Dwellings, London, E1. 

Ravenscroft, Vernon Aidan, with Morison, Rutherford & 
Со, зо Eastcheap, London, EC3.- 


Approved Auditors 
Тће Chief Registrar of Friendly Societies has issued 
a revised list of approved auditors appointed by 
H.M. Treasury for the purposes of the Industrial 
and Provident Societies Acts, the Friendly Societies 
Acts and the Industrial Assurance Acts. 


* placed a firm namo signifies that the firm is not ex- 





clhsively А of members of Ње Institute. - 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


"Тће Chartered Accountants’ Benevolent 
Association 


" Meerine or Executive COMMITTEE 
Mr George R. Freeman, F.c.a., President of the 
Association, and seven members of the committee 
were present at a meeting of the Executive Com- 
mittee held on August 3rd. 


New Cases | 
The committee considered four new applications for 
assistance. In one case a donation of {200 was made 
to a widow pending settlement of her late husband’s 
affairs; in another case a grant was made for one 
year; in the third case a temporary grant was made 
to a member during unemployment following illness, 
and in the fourth case a donation of {50 was made to 
assist in the professional ing of the son of a 
member who was killed in the Second World War. 


‘Further assistance 
Nineteen applications for further assistance were 
considered; in fifteen cases the grant was renewed; 
in two cases the grant was increased and in two cases 
the grant was slightly reduced. 

The honorary secretary reported that a beneficiary. 
had written that her circumstances had so improved 
that assistance was no longer necessary. 

Two grants for educational assistance from’ the 
W. B. Peat Memorial Fund were renewed for further 
periods of three years and one year respectively. 


Gifts of Clothing 
The committee decided that gifts of clothing to 
the value of £30 should be made toa number of old- 
age pensioners in the autumn. : 


Personal 


Mussrs CHALMERS, Wane & Có, Chartered Ac- 
countants, regret to announce the ‘sudden death, on 
July 21st, of Mr HERBERT FLETCHER, A.C.A., the 
resident partner at their Weymouth office. The 
practice will continue to be carried on by the existing 
staff, under the supervision of the Yeovil partners. 


‘Professional Notes 


Mr J. D. Nuttall, ac.a., secretary of the Triplex 
Safety Glass Co. Ltd, has been appointed a director.of 
the company. 

Mr James Leven, C.4., a deputy finance director 
of the Ministry of Food, has been appointed chief 
accountant of the Potato Marketing Board. 






. Telephone: Yictoria 2002 (3 lines) 
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Insurance: Accountants Undertaking 
Work Overseas 


The normal insurances issued by the Export Credits 
Guarantee Department are familiar to accountants in 
the course of their work: a new type of E.C.G.D. policy 
with possible application to the business of account- 
ants themselves, where they undertake work overseas, 
may be less well known. 

This cover is in essence credit insurance of earnings 
from ‘services’, as distinct from goods, and could be 
used by a firm of accountants to safeguard payment 
for work undertaken for overseas concerns. 

The policy provides cover against the insolvency of 
the overseas principal (or, in the case of an overseas 
government, the failure or refusal of that government 
to pay); against action by the overseas government 
which blocks or delays the transfer of payment in 
stérling to the United Kingdom; against war, revolu- 
tion, or civil disturbance in the principal’s country, 
or war between the principal’s country and the United 
Kingdom. 

Cover can apply either to a series of separate 
transactions undertaken over a period of twelve 
months (as in the normal 'short-term' cover) or to 
individual transactions or a series of transactions 
under one contract (more on the lines of ‘medium- 
term' cover). 

Premiums vary with the nature and duration of the 
risks involved, and can only therefore be quoted 
for' specific cases: premium is normally payable in 
part as an initial premium followed by ‘refreshers’ as 
services are actually rendered and rank for payment. 
The Export Credits Guarantee Department pays 
| 85 per cent of loss on insolvency of the principal 

immediately, and go per cent of other losses six 
months after due date of payment or the event causing 
loss. 
Further онаа about Ње new policy may be 
obtained from the department’s head office at 9 
. Clement's Lane, London, Eh or from any of its 
branch offices. 


City Charity Athletic Contest 


City Charity Athletic Contest for ‘The 

Times Shield’, will be held at the White City 
stadium on Wednesday, August 31st next. The meet- 
ing is being organized by a number of athletics clubs 





: including the Stock chase A.C., Inter-Banks 


· A.A., London Business Houses A.S.A., Insurance 
AA, and Civil Service A.A. 
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SEVENTY-FIVE YEARS AGO 

. From Фђе Aeeountant оғ Aucusr 2197, 1880 

А leading article entitled 
MANCHESTER INSTITUTE OF ACCOUNTANTS 

As one or two subscribers have made inquiries in 
regard to the matter, we draw attention to a report, 
ам elsewhere, of а special meeting of the 

anchester Institute of Accountants, called to 
consider the case of a member who was convicted 
at the recent Manchester Assizes in respect of transac- 
tions as auditor of an Insurance Company. We do so, 
moreover, in the discharge of what we conceive to be a 
duty, and without any desire to give unnecessary 
ee to a painful matter, or to wound the 
eelings of the friends of the accountant who has now 
been formally excluded from membership of the 
Manchester Institute. That duty is simply the outcome 
of a co-relative obligation on the part of representative 
accountants to deal with members who may be 
declared guilty of offences against the laws of their 
country, 1n an exemplary manner, by the infliction 
of such class punishment as the case may seem to 
merit. We are quite ready to allow everything that 
can be fairly urged in extenuation of this member’s 
conduct; still the governing bodies of accountants 
cannot look behind a formal conviction: any such 
attempted palliation would result in a loss of public 
confidence. It is not a pleasant thing to have to write 
upon such a topic: but weak and erring members 
will, of course, be found, from time to time, in the 
accountants’ as in the legal and other professions. 
When disclosures of the kind indicated take place 
there is but one course open, having regard to the 
maintenance of professional status; and in passing a 
formal resolution of exclusion from membership the 
Manchester Institute have adopted that course. 








TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


hese advance reports, published by Gee & Co (Publishers) Ltd, ЈЕ Eellber- 
sion de Taxation Publishing Ltd, have the following 

ports of every English and Scottish case are to su 
as ble after the transcript of his judgment hes been ap 
Judge and Is available Jc EV. падае ax EF 
and estate duty Judgment in һе ceret 

Bu reporte ara асг accrediced citation and Court, and 

М. E. Mustoe, О.С. ye The порама incude fu full repores ofc the Jud 

with. detalled head-noces of cases and of statutes Judicial 
o is and Fs subject Index, are provided at the end of the odi n 


com n of each volume. 
Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS LIMITED 


27-28 BASINGHALL STREET, LONDON, ЕС2 M CH 5347-8 





MOTOR — FIRE — CONSEQUENTIAL LOSS 


САВ & GENERA 


83 PALL MALL 





INSURANCE TD 
CORPORATION j 


SLONDON, SW1 
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OFFICIAL NOTICES 





National Coal Board 
Durham Division 


Applications are invited for the appointment of ARBA INTERNAL 
AUDITOR, No. т Area, with Headquarters at South Shields, 
Со. Durham. Applicants should have a sound knowledge of 
accounting and auditing, experience preferably with practising 
accountants. The possession of a esa qualification is 
essential. Salary within scale £845 X 30 — £1,120. ~ Applications, 
stating age, qualifications, training and erience, to be sub- 
mitted by August 26th to Asst. Secretary ), N.C.B., Durham 
Division, ‘D’ 


oor, Milburn House, Newcastle, 1, quoting E.V.9. 





National Coal Board 
Northern (N. & C.) Division 
VACANCY FOR DIVISIONAL CHIEF INTERNAL AUDITOR 


Applications are invited for the post of DIVISIONAL CHEF 
AL AUDITOR. 

The post entails responsibility for administration of work 
carried out by the Internal Audit Branch in the Division. Appli- 
cants should have a wide experience of auditing theory and 

ractice, accounting systems, and the principlea of internal check. 

recognized accounting qualification would be an advantage. 
Salary will be within the range of £1,420 to £1,820, according to 
ifications and experience etc. 

_ Applications, giving date of birth and full details of qualifica- 
tions, erience, etc, to be sent by August 26th, 1955, to 
Divisional Establishment Officer, National Coal Board, Northern 
(N. & C.)'Division, Ellison Buildings, Ellison Place, Newcastle 
upon Tyne, 1. 








Wales Gas Board 
West Wales 


ASSISTANT INTERNAL AUDITOR 


Applications are invited for the above position, the salary for 
which will be in accordance with Grade D, £575-£650 per annum, 
of the scales agreed by the National Joint Council for Gas Staffs. 
The post is pensionable. 

The West Wales Internal Auditor covers the Swansea, mid- 
Glamorganshire, Carmarthenahire and Pembrokeshire Groups. 
The person appointed will be required to work under his super- 
vision, and to reside in the Swansea district, at which und i 
the Internal Auditor is based. The duties involved will necessitate 
a great deal of travelling and absence from base when visiting the 
more distant und. i in the Groups mentioned. 

Candidates should hold а recognized accountancy qualification 
and have some experience of the internal audit and/or accountancy 
work in the gas industry. 

The successful applicant will be required to pass a medical 
examination. ` 

- Applications, giving full details of qualifications and experience, 
together with the names of two referees, should be sent to the 
Chief Accountant, 2 Windsor Place, Cardiff, not later than 
August 27th, 1955. 
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INCORPORATED SECRETARIES EXAMINATIONS are held in June and 
December. — Copy of syllabus and details regarding membership 
may be obtained hom the Secretary, Corporation of Secretaries, 
22 John Adam Street, Wi. 





National Coal Board 
North-Eastern Division 


Applications are invited for the position of ACCOUNTANT whose 
duties will consist of the preparation and co-ordination of 
departmental budgets, the aggregation of expenditure by budget 
headings, preparation of reports and documentation of systems 
of internal check under the direction of the Area Chief Accountant. 

The position calls for a man with personality, tact and experi- 
ence in a large-scale o: ization. Preference will be given to 
applicants holding a qualification by examination, but t does 
not exclude applicants with the requisite experience. 

Salary scale: £720 X £25 to £920. А 

Applications to Ње Area Administrative Officer, National Coal 
Board, North-Eastern Division No. 4 (Carlton) Area, Grime- 
thorpe, near Barnaley, not later than August 24th, 1955. 








National Coal Board 
North-Western Division 


INTERNAL AUDITOR required at Divisional Office to be responsible 
to the Divisional Chief Internal Auditor for the audit of Marketing 
activities throughout the Division. Applications are invited from 
qualified Accountants with experience of wholesale and retail 
trade of a large organization, preferably in the coal trade, and the 
successful applicant must be prepared to travel, mainly in 
Lancashire and Cheshire. The Salary will be in accordance with 
the Board's scale Е.С. roA (£720 X £25 — £920). Conditions of 
service include medical examination and membership of super- 
annuation scheme. Applications giving details of age, education 

ualifications, positions held, experience gained and present salary, 
should reach the Establishment Officer, 4o Portland Street, 
Manchester, т, within 7 days. 


(Continued on page хт) 





CHEMISTS’ STOCKTAKING 
TERMS 1% on result 
Apply: ORRIDGE & COMPANY 


Chemists’ Stocktakers and Business Transfer Agents 


184 Strand, London, WC2. Tel: TEMple Bar 9212/3, 6340 
Offices in Birmingham, Liverpool, Southampton, Sheffield and Cardiff 






HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 19 Hanover 
Square, London, WI, have since 1899 specialized іп the 
businesses 
of estate 


e and valuation of hotels and caterin 
to the exclusion of any other. branc 
agency. The partners are members of the leading 
professlonal bodles. 








ASSURANCE : 





ROYAL EXCHANGE 
| ) INCORPORATED A.D. 1720 
Hran Orrice: ROYAL EXCHANGE, Lonpon, Branches throughout the Country. 


_ Accountants are 
invited to apply for the 
Corporation’s Agency. 
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THE NEW RATING ACT 


HE Rating and Valuation (Miscellaneous Provisions) Act, 

1955, received the Royal Assent on July 27th, 1955, after 

a brief but chequered history. The original Bill was intro- 
duced early in the year and was the subject of a leading article in 
our issue of March 26th, 1955. Owing to the general election, 
this Bill could not be proceeded with and when the new Parlia- 
ment assembled a new Bill was introduced and secured its 
second reading on June 17th. It was in almost identical terms with 
the original Bill except that most of the references to Scotland 
were excluded, with a view to a more comprehensive revision of 
rating law in that country. It was the subject of a number of 
amendments during its passage through Parliament. 

The new Act does not in general affect any valuation list already 
in force. The intention is that it shall apply in relation to the 
general revaluation which is to come into force next April. Section 
1 provides that where a valuation list for a rating area is to be 
made under Part III of the Local Government Act, 1948, the 
valuation officer is to prepare the list. Not later than the end of 
December, before the list 18 to come into force, he must send it, 
with a copy, to the rating authority. If subsequently (but before 
the list comes into force) he considers that a material change of 
circumstances (as defined by the Act) requires an alteration to Бе. 
made in the list, he is to cause such alteration to be made. On 
receipt of the list the rating authority must take immediate steps 


: to give suitable notice of it and of the rights of persons to inspect 


and make proposals for altering it. This last is a marked change 
from the original provision in the Bill which deferred the right of 
inspection until the list came into force. 

Where the list puts a higher valuation on a property than that 
previously imposed, without there having been any substantial 
change in the property itself, and a proposal is made to alter the 
new valuation, the increase in the amount of rates payable is to be 
held over until the proposal for alteration is 'settled' in any of the 
ways laid.down in Section r (8). ; 

Section 2 (1) applies where it appears to a rating authority that 
a hereditament in their area is not included in the list but ought 
to be. Lf the valuation officer gives written notice that he does not 
intend to make a proposal for inserting it in the list, the authority 
may within twenty-eight days make a proposal that it be inserted. 
Section 2, together with the First Schedule, sets out the procedure, 
as now amended, in relation to proposals for the alteration of 
items in valuation lists. Section 3 deals with rules of evidence 
in relation to valuation proceedings, while Section 4 deals many 
with procedure by rating authorities. 

Section 5, with the Second Schedule, makes extensive arhend- 


234 


ments to Section 22 and the Second Schedule to 
the Rating and Valuation Act, 1925, which deal 
. With the ascertainment of annual value for rating 
purposes. The new table of arbitrary deductions 
to be ‘made in arriving at net annual value is 
somewhat more favourable to the ratepayer in 
the case of small properties. The section as 
originally drafted contained a prohibition on the 


deduction of contributions to sinking funds for . 


future repairs, but this has been deleted. 
Section 7 exempts from rates the following 
properties: . 

, places of public. religious. worship which 
belong to the Church of England or to the 
Church in Wales or which are for the time 
being certified as ie by law as paos 
of religious. worship; 


 (b)any church hall, chapel hall or similar.. 


‘building used in connection with any such 
place of public religious worship, and so 
: .used for the purposes of the organization 
: résponsible for the conduct of public 
religious worship in that place; : 
о any hereditament ` consisting of a place of 
public religious worship as in (a) together 
: with one or more church halls, chapel halls, 
or other buildings mentioned in (b). - 
If a property as described above has been let 
. for use other than as a place of public worship 
or, as the case may. be, for use otherwise than as 
in (b), and payment for the letting accrued due 
in the year preceding the beginning of the rate 
period, the éxemption is lost: but no gross value 
is to be ascribed to the. property: unless the 
average annual amount of the payments for the 
letting exceeds the average annual amount of the 
expenses. Moreover, the gross value is to be 
assessed. by reference only to that excess. The 
exemption conferred by Section 7 replaces that 
formerly conferred by the Poor pue Exemption 
Act, 1833, which 18 repealed: 
. Section 8 grants a more limited relief on here- 
ditaments. falling within any of the following 
categories: 
. (а) any hereditament гараа) for the pur- 
. poses of an organization (whether corporate 
. or unincorporate) which is not established 
or conducted for profit and' whose main 
objects are charitable or are - otherwisé 
concerned with the advancement of re- 
ligion, education ог. social welfare; ; ^ - 
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(Б) any hereditament.held upon trust for use 
as an alms-house; 

(c) any hereditament consisting of a playing 
field (that is to say, land used mainly or 
exclusively for the purposes of open-air 
games or of open-air athletic sports) 
occupied for the purposes of a club, society 
or other organization which is not estab- 
lished or conducted for profit and does not 
(except on special occasions) make any 
charge for the admission of spectators to 
the playing field. 

Excluded from the section are hereditaments to 
which Section 7 applies and hereditaments 
occupied by local authorities. 

The amount of rates chargeable i in respect of a 


· hereditament. within Section 8 in the first year 


ofthe new list is not to.exceed the total amount 


‘of rates which were charged for the last year 


before the new list came into force. Where this 
provision results in a reduction of the rates in 
the first year, the rates for subsequent years will 
also be reduced and by the same proportion. 
However, the rating authority can give notice to 
the. occupier that as from the end of the year 
specified in the notice the reduction shall either 
cease to apply or shall be modified. The notice 
cannot specify a year ending less than thirty-six 
months after the notice is given, so the occupier 
will have ample warning. On the other hand, the 
rating authority has power to reduce or remit the 
rates payable in respect of a hereditament which 
is within the section. The Fifth Schedule con- 
tains provisions for apportionment where there 
is a.change in rateable value of the hereditament, 
or where the hereditament is not occupied as 
required by the section for a full year. It will ђе. 
seen that Section 8 represents a very consider- 
able change in the provisions as first laid down in 
the Bill. Section 9 in effect exempts a number 


‘of publicly-owned properties including certain 


structures used for the National Health Service, 
and sewers. 

It is a matter for regret that the general re- 
valuation of property for rating should be carried 
out before the multiplicity of Rating Acts has 
been codified or even consolidated. Ratepayers 


. who are aggrieved by the new assessments will 


be very much hamperéd by the need to refer to a 
number of different Acts in order to find out 


-exactly what their rights are. 
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ROYAL COMMISSION REPORT —XII 
n А COMPANY TAXATION (Continued) 


Capitalization by Bonus Issues 
NE of the most controversial subjects in 
taxation in post-war years, has been the 
question whether shareholders in com- 
panies ought to be made to pay surtax on the 


"value of bonus shares and bonus debentures 


issued to them as a result of the capitalization of 
profits which have already borne standard rate 
income tax (as well as profits tax) in the com- 
pany's hands. Since the short-lived stamp duty 
of 10 per cent on bonus issues imposed in 1947, 


' there has been no legislative attack on the practice. 








The Commission draw a distinction between 
bonus shares (whether ordinary or preference) 
and bonus debentures. They would assess the 
value of the latter to surtax, but not the former, 
even if the bonus shares took the form of redeem- 
able preference shares. This solution of the 
problem, while comparatively simple to opetate, 
could produce some curious anomalies; for the 
variety in the form, both of shares and of deben- 
tures, is so great that the distinction between the 
two is often more theoretical than real. Thus, 
under the Commission’s scheme, the recipient of 
debentures- which were virtually irredeemable 


| would have to pay surtax on the capitalized value 


of the right to the interest on them, while the 


. recipient of preference shares which were to be 


redeemed in a very short time would pay no sur- 
tax'on them, either at the time of issue or at the 
time of redemption. If the Commission's.recom- 
mendation is adopted, one can look forward to 


· the disappearance of bonus issues of debentures, 


and a corresponding increase in bonus issues of 
redeemable preference shares, particularly if a 
flat rate of profits tax replaces the present rates. 

The recommendation is confined to surtax. 
But if a bonus ‘debenture is to be treated as 


| income for that purpose, it seems only fair that 


it should also be treated as income for the pur- 
poses of claims to repayment in respect of per- 
sonal allowances, charity exemption, and the like. 
The recommendation does not say whether the 
value of the debentures is to be grossed up at the 
standard rate, but this will presumably follow. 
The Commission make an exception in favour 
of cases where the bonus debentures are issued 


in right of shares which are settled on such terms 
that the bonus debentures cannot lawfully be 
received and. disposed of by any person as part 
of his personal income. 

" Itis perhaps strange that the Commission have 
not made any attack on another device which is 
considerably. more anomalous than the present 
immunity from surtax of bonus debenture issues. 
The device consists of applying either money or 
other assets in the cancellation of issued shares; 
as representing capital in excess of the wants of 
the company. The money or other assets may 
represent a sum greatly in excess of the nominal 
value of the shares cancelled, but nevertheless, it 
does not attract tax in the recipient's hands. ‘The 
device can only be operated with the sanction of 
the Court under Section 66 of the Companies 
Act, 1948, but in giving that sanction the Court 
is not concerned with the taxation advantages 
which accrue to-the parties. 


Dividends out of Capital Profits 
Since the House -of Lords established that a 
dividend out of capital profits is assessable if the 
company paying і is an oversea company (Reid's 
Trustees v. C.I.R. (28. A.T.C. 65; зо T.C. 
437)), the immunity of a capital profits dividend 
paid by a British company, resting as it. does on 
extremely technical grounds, has become highly 
anomalous. In the four years 1948 to 1951 ап 
average of some £4? million a year was paid out to 
shareholders tax-free as capital profits dividends. 
The Commission point out that under British 
company law, a company cannot distribute in 
dividend a profit made on a capital asset without 


"making a general review of all its assets and 


satisfying itself that they will be sufficient to meet 
the various claims upon them, including the 
claims of the share capital account. It follows 
that a dividend out of capital profits is little 
different from any other dividend from the share- 
holder's point of view. Тће Commission unanim- 
ously recommend that capital profits dividends 
by British companies should be taxable in the 
recipient's hands. Presumably such dividends 
would be brought within the scope of Case III of 
Schedule D. Where the shares were settled, the 


236 


question of surtax would depend on the precise 
terms of the settlement. 


Mutual Trading 

The conception of the identity of a company with 
its own shareholders, which the majority accept 
(but impliedly attack in making their. recom- 
mendation that capital profits dividends be tax- 
able) has produced immunity from tax in another 
field, namely, that of so-called mutual trading. 
Here, again, the Commission unanimously recom- 
mend that the long-established immunity enjoyed 
by companies carrying on ‘mutual trading’ be 
withdrawn. 

When a number of individuals associate with 
each other on a comparatively temporary basis 
to acquire goods and services for themselves and 
to return to each individual the excess of his 
contribution over the amount actually expended, 
it is clearly difficult to contend either that.trading 
is carried on or that anything in the shape of a 
taxable profit has arisen to anyone. But this simple 
principle has been judicially applied so extensively 
as to produce rather startling results. In the first 
place, it has been held that the fact that an in- 
corporated company was formed to carry out the 
purposes of the association did not affect the 
principle of mutuality between the members. 
Then the fact that surpluses were held for the 
benefit, not of individuals in defined proportions, 
but for members as a class, was also held not to 
affect the mutuality principle. The Commission 
point out that it is now possible for a company to 
make use of the principle to make large tax-free 
profits which are retained for many years. This 
is ‘particularly so in the case of mutual insurance 
companies, contributions to which are neverthe- 
less often allowable as deductions in arriving at 
the trading profit of the contributors. 

It is perhaps fair to say that in making the 
recommendation referred to, the majority are to 
some extent tacitly accepting the point made by 
the minority, that personal taxation and company 
taxation ought to be entirely separate. 

Implementation of the recommendation would 
not affect the ordinary trading co-operative 
society which already pays tax on its surpluses, 
nor a mutual life assurance association, which 
normally pays tax on its investment income as 
such and obtains relief in respect of management 
expenses. 
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Basis of Assessment. 
Recommendation 46 of the majority, which the 
minority endorse, is laconic enough in itself, but 
represents the culmination of a great deal of dis- 
cussion, both by the first Tucker Committee and 
by the Commission. It is as follows: 

(46) Schedule D tax should be assessed on a 

current year basis: 
(a) Under Cases I and II, for companies 
` only (paragraph 776). 
(b) Under Cases ІУ and V, for all tax- 
payers (paragraph 789). 

The first Tucker Committee reluctantly ге- 
jected a change to current-year basis on account 
of the complications in the case of individuals and 
partnerships. In its subsequent submissions to the 
Commission, the Council of 'The Institute of 
Chartered Accountants in England and Wales 
suggested that consideration be given to the 
adoption of the current-year basis for the profits 
of corporate bodies only, where the complications 
would be less. The Commission have unanim- 
ously adopted this suggestion. They propose that 
a provisional assessment on a preceding-year basis 
be made each year on all companies and that this 
assessment should be subject to adjustment to 
actual profits of the income tax year when the 


-final figures are known. 'l'ax overpaid would be 


repaid at a full commercial rate of interest; a 
similar course being taken with under-payments. 
То obviate hardships in the transitional period, 
the last two assessment years before the change- 
over would be arrived at by averaging the profits 
of the last three years. All expenditure which would 
have attracted capital allowances under the old 
rules would qualify for allowance after the change. 

Something like 200,000 assessments a year 
would be affected by the change, as against а. 
total of some 14 million assessments on profits 
generally. 

It may be observed in passing that the change 
to current-year basis of Cases IV and V was also 
a suggestion of the Council of the Institute. A 
similar change for Case III was rejected partly 
because of the large number of assessments con- 
cerned and partly because in the case of bank 
interest the current-year basis is in practice 
already available to any taxpayer who claims it 
where there have beeh even only minor changes 
in the amount of money on deposit. 

(To be continued.) 


| 
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THE CHAIRMAN |. 
OF A COMPANY MEETING — I 


HIS POWERS AND DUTIES 
by R. BUCHANAN-DUNLOP, B.A. 


This article is concerned principally with the duties of the chairman of a company 

meeting, and in particular with the difficult question of how far he can recelve 

amendments to resolutions. The second article will deal with the powers given to 
him to enable him to fulfil his duties. 


which places a considerable amount of 
responsibility on its holder, but by and 
large his duties are carried out in the privacy of 
the board room and although the Press may from 
time to time criticize the activities of a particular 
board, such criticism is not often directed at 


т: office of director of a company is one 


| individual directors. 


' In this respect the office of director 18'по a 


| public one; he may sit on a dais and subject 
| himself to the benevolent or hostile stares of the 





company’s shareholders at a general meeting — 
if, indeed, any of them turn up ~ but ће is not 
called upon to address or control them and, if 
the company follows American precedents, its 
annual report may include his photograph for 
the benefit of those shareholders who cannot 
attend the meeting. 
_ 1 The same cannot, however, be said of the chair- 
man of a company, whose position is a much more 
public one, for he not only exposes himself to 
individual criticism but he is called upon to 
address and control general meetings. In this 
latter capacity, as chairman of general meetings, 
a position almost invariably taken by the chair- 
man of the company, he may be called upon not 
only to control a stormy meeting but also to decide 
questions of very great difficulty, and sometimes 
to decide them in a very noisy and heated 
atmosphere. 
- Amendments of Resolutions 

One of the most difficult questions that a chair- 
man has to decide is to determine what questions 
are properly before the meeting, and this arises 
in particular in relation to the amendments of 
resolutions. It is quite clear that no amendment 
can be proposed that would result in the resolu- 
tion becoming outside the notice of the meeting, 
for the shareholders who were absent would not 
then have received proper notice. 

In Henderson о. The ‘Bank of Australasia), 


1 (1890) 45 Ch.D.:330, and: see Rebello v. Co-operative 
Navigation Co ([1925] A.I.R. (Bom.) 105). 


which is the leading English authority on this 
point, the notice of the meeting proposed a 
resolution to alter the regulations of the bank in 
regard to voting by members to give them one 
vote per share, Mr Henderson, at the meéting, 
moved that a resolution should be proposed that 
to qualify a person as а director he should have 
held shares for a period of six.months. The 
chairman ruled this out of order and the Court 
agreed with him that it was outside the business 
of the meeting. Mr Henderson then moved an 
amendment to the resolution before the meeting, 
i.e. that a qualification in the articles that share- 
holders should hold their shares six months before 


` voting should be expunged. The chairman asked if 


anyone seconded this; it was seconded and then, 
on advice from the bank's solicitor, be said that 
no amendment could be put and the resolution 
must be accepted as it stood or be rejected. The 
unamended resolution was passed and Mr 
Henderson brought his action to set it aside. The 
Court held that the amendment was within the 
scope of the notice calling the meeting, and that 
the result of the chairman's failure to put it was 


to invalidate the proceedings as regards the 


question in issue. 


Refusal to Adopt Accounts 


‘A similar question came before the Indian Court 


in 1945 in Vakil о. Bombay Presidency Radio : 
Club? in a case which is interesting in that it had 
to decide a point which was and still is the subject 
of express disagreement between English text- 
book writers. 

In that case, the chairman proposed a resolution 
that the balance sheet and accounts be received 
and adopted, and a shareholder put forward an 
amendment that the accounts should be received 
but not adopted and that a committee be ap- 
pointed to look into them and report. The chair- 
man ruled this amendment out of order. The 
Court, in holding that the amendment was a 


* [1945] АДЕ. (Bom.) 781. 
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proper one, said that it did not think the meeting 
was bound either to reject or accept the accounts 
and that the members must Бе presumed to have 
expected the possibility of such an amendment. 
In the view of the Indian Court the rule was 
firstly that amendments must be germane to the 
subject-matter of the proposition, and secondly, 
that they must not be in substance a direct 
negative of it. 

In deciding as it did, the Court followed a 
passage in the fifteenth edition of Palmers 
Company Precedents, where the learned editors 
said; > 

‘No amendment can be moved which goes 
beyond the notice. convening the meeting or, in 
the case of an annual general meeting beyond "Ње 
 scope.of the ordinary business which by the 
articles may be transacted thereat without special 
notice. Thus in the case of an annual general 
meeting where a motion is submitted that the 
. report and accounts, be received and adopted, an 
amendment that the directors be removed from 
office, or. that the articles‘ be altered, would be 
. irregular; but an amendment to the effect that the 
accounts and balance sheet be received but not 
- adopted and that a committee of shareholders be 
appointed to look into them and report would be 
;' competent." : 
‘The. learned editors of two ^ other leading text- 
books express the opposite view – that-such an 
amendment would not be a proper оде. -It-is 
interesting to note that а similar amendment 
caused the commotion іп National Dwellings 
Society v. Sykes! which resulted in the chairman 
leaving the meeting, though his refusal to put the 
amendment. was not in fact challenged. — . 
.. "Ehe question of the amendment of an ordinary 
. resolution was one of the questions that came 
before the Court in Cheshire v. Gordon Hotels?, 
There, the resolution contained in the notice of 
the requisitioned meeting proposed the appoint- 
ment of three directors in the one resolation: and 
Vaisey, J., said: 
. ‘I think itis a very different proposition, if you 
; put up three candidates separately, than putting 
all three up together, to be rejected or accepted as 

a group. Although it might be argued that it was 

within the general purpose of the business indi- 
` cated by the notice convening the meeting. І am 
. rather of opinion that it is by no means the same 

thing, and if these persons wished to be put up 
` separately, they should have indicated it. in the 

notice by which this meeting was requisitioned.". 
'This is an extreme example of the application of 
the principle that the amended resolution must 


2 [1894] 3: Chi359——-— -- ~ 
3 The Times, February 14th, 1953.. - 
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not. differ fundamentally from that proposed in · 
the notice, and it shows how carefully the 
resolution must be framed in the notice and how - 
difficult it may be for the chairman to decide 
the propriety of an amendment. 


Special Resolutions 


These cases are concerned with the amendment of 
ordinary resolutions. A further question arises 
where the resolution proposed is a special 
resolution, for Section 141 of the Companies 
Act, 1948, requires that in the case of such a 
resolution the notice of the meeting must specify 
the intention to propose the resolution, and on 
the strict view the resolution passed or rejected 
must be exactly as specified in the notice. 

Some opinion considers that this strict view 
should be followed. Torbock v. Lord Westbury* 
was decided under Section 51 of the Companies 
Act, 1862, which required the notice to specify 
*such' resolution, and also that a special resolution 
should be passed at one meeting and confirmed 
at a later meeting. The Court there held that the 
resolution would not be invalidated if, owing to 


'an amendment at the first meeting, the resolution 


in fact passed was not identical with that specified 
in the notice. In New South Wales in Re 
Picturesque Atlas and Publishing Co Ltd* the 
Court had come to a similar opinion on the ground 
that the strict view would in many cases lead to 
so much difficulty and confusion that this could 
not have been the intention of the Act in question. 
In a later English case,5 however, decided on 
the wording of Section 69 of the 1908 Act which 
is similar to the present section, the Court held 
that the contention that ‘the notice convening 
the meeting did not specify the resolution was 
well founded. There is consequently some doubt 
whether a special resolution can be amended at 
all, and it is strange that the point has never 
been clearly decided in the Courts. ; 
The chairman must, therefore, receive proper 
amendments, and provided these are understood 
they need not be put into writing by the proposer. 
Nor, it seems, is it necessary that the amendment 
should be seconded.* In Parashuran v. Tata 


‘Industrial Bank Ltd? the shareholder complained 


that the chairman had failed in his, duty to 
propose the election of his nominees to the office 
of director. 'The Court a бини its view that 


3 [1902] 2 Ch. 871. | 

* [1892] 13 N.S.W.L.R. (Eq.) 44.. 

* MacConnell v. E. Prill & Co Ltd ([1916] 2 Ch. as 
5 Ке Horbury Coal & Wagon Co ((1879) 11 Ch. D. 199). 
* [1923] L.L.R. 47 (Bom). 915. 
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„excess of market). . 


this was not the function of the chairman, and 
if the plaintiff had prepared a list of nominees it 
was open to him to propose their election at the 


· meeting. 


The chairman cannot put two resolutions to 
the meeting en bloc so as to require them both to 
be voted on together,! though it seems that the 
two resolutions will stand if no shareholder 


present requires him to put them separately.* 


Maintaining Order 


It was held in National Dwellings Society v. Sykes 


that one of the chairman's functions is to maintain 
order at the meeting and this may not be an easy 
one to fulfil. It is unlikely that passions will be 
aroused to such an extent that the members 
actually come to blows, most questions of dis- 
order arise from members who interrupt the 
speaker, and particularly the chairman, and who 
by their interruptions cause laughter or commo- 
tion in the meeting. 

! Lord Maugham was donas to this kind of 
interruption in Carruth v. Imperial Chemical 
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Industries? where he was considering the pro- 
priety of members of other classes being present 


‘at a class meeting. He said: 


‘Meetings of members of companies are not 
always conducted in an orderly fashion. There is 
often a hubbub of sound which drowns'a speech 
"which might otherwise have great effect. Members 
of another class by merely indulging in coughs or 
groans or neighbourly conversation might seriously 
prejudice speakers who were supporting a view 
which did not commend itself to that class.’ 

It is the chairman's duty to prevent commotion 
of this nature and he can usually do so without 
expelling a member from the meeting, but, if 
necessary, the chairman can order a person's 
removal if his behaviour interferes with the 
reasonable conduct of the meeting. Care must, 
however, be taken in the exercise of this power, 
for .if wrongfully exercised, the meeting might 
become invalid. In certain circumstances the 
chairman can call the police and place a member 
in charge, but in this case he must show that the 
disturbance amounted to a breach of the peace*. 


(To be concluded.) 


NORTH AMERICAN COMMENTARY — LXIV 
Current Accounting Opinions i in tlie United States and Canada 
by KENNETH Е. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S-A.) 


The Journal of Accountancy, | 
New York, Fuly 
‘Disclosure of Inventory Pricing Methods 
HE 1954 edition of Accounting Trends and 
Techniques, published by the American 
$. Institute of Accountants, divides the 
inventory pricing methods used in six hundred 
corporate annual reports into nineteen groups, of 
which thirteen, comprising 93 per cent, include 
‘cost’ in their description of the inventory. So 
reports Professor John H. Myers, PH.D., C.P.A., 
of Northwestern University, and he is concerned 
with the fact that two hundred and twelve of the 
reports use cost as basis without any indication 
as to how it is computed. He instances one of the 
country's largest corporations as using the 
description: 'Inventories (cost or less, not in 
. With this he contrasts 
Chrysler's ‘Inventories — at lower of cost ‘(first- 
1 Blair Open Hearth Furnace Cov. Ree ([1913] 29 
ТАЈ. 449). 
* Re К. E. Jones Ltd ([1933] 5o T.L.R. 31). 


Professor of Accounting, McGill University, Montreal 


in first-out method) or market. . ', and Republic 
Steel’s ‘Inventories — at cost (principally last-in 
first-out), not in excess of replacement market.’ 
Where the Liro method is used, popular and 
accepted as it is in the United States, Professor 
Myers comments that the discriminating reader 
needs to know the current values of the LIFO 


‘inventory. He quotes Allied Stores as concluding 


a footnote on LIFO determined by the retail 


method and the use of published price indexes 


with the statement: ‘Inventories are stated at 
$6,295,095 lessthan if the last-in first-out principle 
had not been followed.’ Recalling the fact that the 
American Institute's Committee on Accounting 
Procedure in 1949 dropped a bulletin which it 
was preparing on this subject, Professor Myers 


says that the American Accounting Association 


has since expressed its belief that current 
market value should be shown. 


* [1937] А.С. 707, at page 767. 
*(1839) 9 C. & P. x.- | 
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The New York Certified Public Accountant, 
New York, Fuly 


"The Government's Challenge 
to the Profession | 


Concluding an address under this title, Mr Joseph 
Campbell, c.P.a., Comptroller-General of the 
United States, says he would like to see an 
arrangement by "which, during the relatively 
slack months from May to the end of November, 
a small, select group of senior accountants might 
be assigned to work side by side with the Govern- 
ment staff in Washington and in the field. If the 
salary scale were similar to that paid by the 
firms, the effect would be that the sponsoring 
firms would be contributing to the cause of 
better accounting in Government to the extent 
of the excess of the fees normally charged for 
each man's services over the salary paid to him. 

Mr Campbell thinks that benefits would be 
mutual, for it would help the firms to have men 
on their staffs with an insight into Government 

ractices and procedures. Prior to this, Mr 
Campbell had urged the profession to recognize 
service on audit or systems work in the Govern- 


ment employ for the purpose of qualifying 
candidates to sit for the certified public account- 


ants''examination in New York State, saying: 


that about half the state societies already did so. 


The Canadian Chartered Accountant, 


Toronto, July · 
Electronics and Management 


In an address to the American Management 
Association in New York; Mr Thornton F. 
Bradshaw, formerly an assistant professor at 
Harvard Business School, gives, as he says, a 
progress report on the revolution in the concepts 
of “management which із now under way. Не 
thinks that the present technical revolution iü 
data processing equipment will merely add 
momentum to the management changes. He 
cites as basic changes the trends toward decen- 
. tralization of profit responsibility, the acceptance 
of the management techniques of planning and 
control, and the development of a separate data 
analysis function to aid management in this 
respect. The immediate aim should be, ће 
thinks, to press for reorganization which will 
tend to centralize data processing and separate it 
from data analysis. 

He suggests, ав опе of the best means of 
gaining experience in the use of electronic 
equipment, the transfer of certain of today's 


procedures, such as payroll and inventory ac-. 
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counting, to the electronic medium. For from 
such training grounds can come the men who 
will develop the integrated electronic data pro- 
cessing systems of the future. 


Harvard Business Review, 
Boston, July-August 

Pension Fund Investment 
Concluding a review of key questions on the 
investment of pension funds, Mr Willis D. 
Gradison, Jun., considers that a trend toward 


greater. vesting may be expected, with keen 


competition and a levelling of the cost of living | 


making fringe benefits more important tban 
hourly wage increases. He thinks that pressures 
may build up to lessen the use of equity securities 
in pension investments, for union representatives 
tend to think in fixed-dollar terms and vesting 
may require more liquidity. Perhaps the most 
significant conclusion to be drawn from the 
study is, he suggests, that the ultimate ‘reserve’ 
under either an insured or a trusteed plan of 
financing is the employer company itself, for the 
likelihood that future retirement benefits will be 
paid as planned is vitally dependent on such 
factors as the company's profitability and its 
industry position. 


The Accounting Review, 
Menasha, Wisconsin, Fuly 

Price Level Changes and Accounting 
Professor George R. Husband, of Wayne Uni- 
versity, replies to strong criticism made by 
Professor Raymond C. Dein, in the January 
issue, against the American Accounting Associa- 
tion’s Supplementary Statement No. 2 on price 
level changes and financial statements. 

Among other points made is that the statement 
deals solely with historically incurred costs 
restated in terms of current dollars, a very 
different thing from current costs, which Pro- 
fessor Dein accuses it of equating with the former. 

Professor Husband says that the important 
question is whether the use of a general price 
index, as recommended by the statement, con- 


verts money cost into general purchasing power ` 


cost, thus allowing the depreciation charge to 
determine whether the original general pur- 
chasing power investment is or is not recovered. If 
technological improvement is not to be over- 
looked, neither must declines in efficiency; and he 
considers that the general price index is most 
capable of approximating this result, helped by. 
the periodic shifting of the index base. 
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WEEKLY NOTES 


Cost Accountants’ Examinations 


The results of the June 1955 examinations of the 
Institute of Cost and Works Accountants, in respect 
of candidates at home centres, have now been 
announced. 

There were 6r candidates for the fiios 
examination, of whom 13 passed. The Lewton 
Coronation Prize for the best paper in management 
accountancy submitted by an Associate of the Institute 
of Cost and Works Accountants was awarded to Mr 
Brian Martin Young, a cost accountant with the 
Midland Counties Dairy Ltd, of Birmingham. No 
candidate qualified for the Philips Electrical Prize. 

A total of 1,108 candidates from the British Isles 
sat for the whole or part of the Final examination. 
Of these 200 passed the complete examination, 43 
passed part A only and 183 passed part B only; the 
remaining 682 candidates failed. 

Mr James Lister Weir, of Manchester, gained first 
place and has been awarded the S. Laurence Gill 
Prize. The Donald L. Moran Prize (management — 
factory and distribution) has been awarded to Mr 
Ernest Wade, of Middlesbrough. The Leverhulme 
Prize (cost accountancy) has been awarded jointly to 
Mr John Arthur Goldsmith, M.A., A.C.A., of Maiden- 
head, and Mr Edward Theodore Topham, B.A.(HONS.), 
of Stockport. 

In the Intermediate examination there were 2,030 
candidates, of whom 121 passed Parts I and II, 
493 passed Part I only, 274 passed Part II and 1,142 
failed. The George Russell Memorial Prize for first 
place was awarded to Mr Philip Marklew, of 
Armthorpe, near Doncaster. 

| The names of the successful candidates in the 
Fellowship examination, and of those who com- 
pleted the Final examination at the home centres 
appear, together with a summary of the home results, 
elsewhere in this issue. 


Oil, the Tax Victim 


Oil products continue to be the main victims of 
taxation all over the world, according to a speech 
made last week by Mr C. M. Vignoles, managing 
director of Shell-Mex and B.P. Ltd. He expressed 
the hope that the governments of the world were 
at least aware of the repercussions which might one 
day follow. The industry would have to provide 
1,500 million tons a year in twenty-five years’ time, 
as against the present 700 million. The oil was there, 
but financing its extraction was a serious problem. 
The capital investment programme was of the order 
of £2,000 million a year for the next twenty years, 
of which exploration and production would account 
for at least half. Mr Vigeoles revealed that in 
Ecuador the Shell Group spent £9 million on a six- 
year search for oil which was abandoned without 
result. Pipe-lines could cost £80,000 a mile. 


There was little hope of getting more than a 
small proportion of the money by borrowing; most 
of it would have to come out of net earnings. Eighty 
per cent of the Group's earnings of £134°5 million 
in 1954 had been reinvested in the business. In the 
same year the Royal Dutch Shell paid to governments 
in sales taxes, excise duties, and other levies no less 
than £406 million. Over the four years from 1951 to 
1954.an increase in net income of only £13 million was 
to be compared with a rise in this type of taxation of 
£144 million. 


Industrial Building Boom 


According to recent figures published by the Board of 
Trade, plans for new factory space amounting to 29:5 
million square feet were approved in the second quarter 
of this year. This was 25 per cent more than in the 
first quarter and over 65 per cent more than the 
quarterly average for last year. These figures clearly 
reflect the stimulus to investment which was a 
feature of Government policy until the recent curb 
on the banks’ lending policy was-announced early in 
the summer. There is inevitably a time-lag between 
changes in official policy and its effects on the approval 
of new industrial building. The increase in industrial 
building activity has been going on for some time 
and it is not likely that the upward trend of plans 
approved will be seriously affected by credit restric- 
tions for some little time. 

- It will be recalled that the Chancellor of the 
Exchequer asked no more of industry, when he 
recently called for a modification in capital expendi- 
ture, than a willingness to undertake only essential 
expansion. If board decisions on long-term invest- 
ment, meaning by that new factory space, are to 
be influenced by this appeal it is likely to take some 
time to work out. Increased preoccupation with the 
accommodation which banks will grant for working 
capital, fear of creeping inflation and a possible 
tardy improvement in the country's external trade 
position, may gradually force an attitude of increased 
caution, but factors of this kind take a little while to 
become mobilized in such a way as to influence 
board decisions. Unless there is a more concrete 
official move to limit investment, as by serious 
reductions in the huge transport and power develop- 
ment programmes, there is little likelihood of a 
setback in the factory building boom for some time. 


After the Geneva Conference 
À number of vital points so far as the industrial 
future of this country is concerned have come out of 
the Geneva conference on the peaceful uses of 
atomic energy. It is clear that before long, electricity 
will be developed from nuclear fuels at costs com- 


‘petitive with traditional fuels where the latter аге 


not locally available or are expensive to extract. 
The Russians have gone ав far as to say that even 
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electricity generated at an improved nuclear station 
will not be much more than tbe cost of a good coal- 
fired station. Another point which has emerged is 
that there is no expectation of:a shortage either of 
uranium or thorium in the world as a whole. Trends 
in the design of nuclear reactors are likely to reduce 
fuel consumption, so reducing the demand for the 
basic radioactive fuels апа beyond that lies the 
possibility of the harnessing of hydrogen, a develop- 
ment which would place vast supplies of nuclear 
elements at the disposal of the fuel and power 
industries. | 
The implications for the United Kingdom in all 
this are critical. Increasingly, this country is losing 
the advantage of cheap and plentiful indigenous fuel 
and is becoming increasingly. dependent upon im- 
ported oil. Cheap atomic fuel would, therefore, help 
to reinforce this country’s competitive position in the 
markets of the world. Furthermore, many other 
countries which do not depend on cheap coal or 
oil will soon be developing nuclear power units. 
Such countries will become a market for the products 
of highly developed nuclear engineering industries. 
This country, therefore, has a double reason for 
becoming as quickly as possible the nuclear engineer- 
ing workshop of the-world. There is every indication 
that this decisive phase of Britain’s industrial future 
is fully appreciated by the Atomic Energy Authority 
and by industry. At the moment the United States, 
Russia and Britain have a clear lead in the develop- 
ment of nuclear engineering. These countries were 
‘able to develop the uses of atomic energy under the 
impetus of. war when cost was a secondary con- 
sideration. The war did, in fact, give this country, 
along with the other two, a vital start and the 
evidence so far is that this country is setting about to 
consolidate this advantage. | 


B.R.S. Final Arrangement 

Final figures of the size and disposal of British Road 
Services’ fleet of lorries became available last week. 
The total fleet is rather larger than had been expected 
and the number of vehicles to be left with B.R.S. 
when sales are completed is also larger than had been 
anticipated. Out of a total fleet of 36,776 vehicles, 
16,748 have already been sold. There are still to 
be sold 8,881 lorries, giving a total disposal figure of 
25,629. 

Shere remain 11,147 vehicles to be accounted 
for. Of these 1,577 have been replaced ог are no 
longer running and this means that 9,570 will be 
retained by B.R.S. Of these, about 7,750 are general 
haulage vehicles and this means that B.R.S. will have 
about 1,000 more vehicles operating on trunk roads, 
than was expected when the announcement was made 
some weeks ago, that a substantial part of the trunk 
network would be left with the B.R.S. organization. 
In the event it would appear that the need to provide 
a viable organization with feeder and supplementary 
networks has involved: leaving’ B.R.S. with a sub- 
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stantially larger fleet than had originally been 
expected.. It remains to be seen if this sizeable fleet 
of lorries can be stimulated to increased efficiency 
by competition from C. licence holders and inde- 
pendent units offering a haulage service. То date the 
standard achieved by B.R.S. in this respect has been 
considered generally satisfactory. It should be the 
organization's aim to improve on this under the 


stimulus of competition. i 


Better Terms of Trade 
Complete trade figures for July substantiated the 
impression already given by the preliminary statistics 
that imports and exports both increased sharply at 
the end of the dock strike. Exports, including re- 
exports, advanced on the month from £165 million 
о 0231 million and imports jumped from £294 

Шоп to £339 million. In consequence, the adverse 
balance moved down from £129 million to £108 
million. Ап encouraging feature in July was the 
recovery in shipments to North America which, at 
£37 million, were over half as much again as in 
June and 16 per cent higher than the average monthly 
rate for the first half of the year. In the opinion of the 
Board of Trade, the July level of exports was still 
lower than it would probably have been if there had 
been no strike and there is still a large volume of 
goods to be shipped which will be reflected in the 
trade figures for the next few months. The same 
distortion applies to imports. It is unlikely that a 
clear picture of the trend of imports will be available 
for some months even though the dislocation at 
the docks had a less severe impact on imports than 
on exports. 

One by-product of the confusion in the external 
trade position following the strike is the difficulty of 
interpreting the latest figures of the terms of trade, 
that is the relative movement of export and import 
prices. Judged on available statistica the: index of 
export prices, with 1954 as 100, moved up from 102 
to 103, while a sharp decline in the prices of food, 
drink and tobacco reduced the total import price 
index from 103 to 102. In consequence, the terms of 


trade index moved in this country's favour from 101 | 
to 99, making an improvement on the year so far of 


5 per cent. On the surface this is a most worth-while 





advantage; for it is known from bitter experience that . 


quite a small change in the terms of trade, even of 
only one or two points, can seriously affect the state 
of the gold and dollar reserves. Since the price 
indices are calculated each month on the flow of 
trade inwards and outwards, the overall indices of 
import and export prices are governed entirely by 
the prices of goods leaving and arriving in that month. 
It is quite possible that the break in tbe even flow 
of trade which was caused by the dock strike has 
resulted’ in some temporary anomalies in July’s 
price indices which will only be rectified with the 
passage of time. Until then, the trend of prices must 
be viewed with the same circumspection as are the 
statistics of imports and exports. 
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"THE PREPARATION OF ACCOUNTS 
AND TAXATION COMPUTATIONS FROM 


INCOMPLETE 


RECORDS — II 


by С. P. MORGAN-JONES, M.A., Е.С.А. 


VIII. Partnership Accounts 


до. No mention has so far been made of the 
preparation of partnership accounts from incomplete 
'records but the general basic method of dealing 
with these will be similar to that already described in 
connection with a sole trader's accounts. It will, 
however, be necessary to see that the segregation of 
,the individual partners' capital and drawings accounts 
‘is correctly dealt with. It is usually found that no 
difficulty arises on the question of partners’ drawings 
or the introduction of capital, as, owing to the nature 
iof the joint interest in the business, full particulars of 
these will normally have been kept. It is, however, 
‘important.to ensure that effect is given in the accounts 
to the provisions of the partnership agreement in 
respect of such items as interest on capital, salaries 
[and profit sharing. Fortunately, partners are not likely 
to intermix their private incomes with the firm's 
‘moneys so that this is one headache the accountant is 
usually spared in dealing with a firm's accounts. 
' 9r. One matter to which attention will have to be 
particularly directed, however, is the proper alloca- 
tion of the firm's tax liability as between the partners. 
The firm's tax assessment is made on and will, 
normally, be paid by the firm, and it is the account- 
ant's duty to ensure that such is properly divided up 
and charged appropriately to the respective drawings 
accounts of the individual partners. 
' 92. Accountants must, by the nature of their 
calling, be on the look-out for black sheep. A black 
Sheep partner is perhaps one of the most dangerous 
of individuals, because a partnership presupposes 
the utmost good faith between the partners. À person 
who is trusted implicitly by his close associates thus 
has a specially smooth path if he turns to dishonesty. 
Чће opportunities are all the greater where financial 
matters are largely in the hands of one partner while 
others concentrate on the practical conduct of the 
firm's activities. These considerations need to be 
borne in mind when an accountant is preparing 
partnership accounts, even though he is not acting 
in the capacity of auditor. A partner may be defraud- 
ing his partners or may be causing the firm to defraud 
others and where anything of this sort is going on, 
it has a material bearing on the soundness of the 
accounts which the accountant is preparing. When he 
needs information or explanations he should there- 
fore remember that there is more than one proprietor. 


The second and concluding pit of an address delivered on 

July oth at the summer course of The Institute of Chartered 

uM in England and Wales, held at Christ Church, 
ord. 


For this reason and also because there may be scope 
for honest difference of opinion on the construction 
of the partnership agreement, it is most desirable that 
the accountant should request each partner to sign the 
final accounts to indicate his approval thereof. This is 
to ensure agreement as between the partners — a matter 
which does not arise on a sole trader’s accounts. 


PART 3: THE ACCOUNTANT'S REPORT 
ON THE ACCOUNTS 


93. Consideration must now be given to the type 
of report or other statement the accountant makes on 
the accounts he has prepared. You will all have read 
with interest the statement recently issued by.the 
Council of the Institute for the guidance of members, 
entitled ‘Reports on accounts of sole traders and 

` partnerships’. This is an important document and 
for the convenience of those attending the course is 
reproduced in full in Appendix II. It is worth while 
considering possible reasons why the Council deem 
it necessary to issue their statement. 3 

94. Normally, the main purpose for which such 
accounts have been prepared is in order to agree 
‘the client's tax liability. The Inspector of Taxes 
will expect some form of report or statement to be 
appended at the foot of the accounts or alternatively 
contained in a covering letter. He is not entitled to 

«demand audited accounts with an audit certificate. 
In point of fact, as has already been mentioned, it 
would be impossible in most incomplete record cases 
to carry out a full audit owing to lack of proper 
records. | 

95. It appears that a general practice has been for 
the accountant, when he is reasonably satisfied with 
the work he has been able to do on the accounts, to 
word his statement on the copy sent to the Inspector 
to the effect that he has prepared the accounts from 
the records and other information supplied by the 
client. Of course, there have been many variations in 
the wording of the individual statements, depending 
on the circumstances of each case. Where ће is not 
satisfied with the reliability of the accounts, the 
conscientious accountant would have so indicated, 
either by way of note on the face of the accounts or 
by incorporating some appropriate wording in his 
statement or report, referring to the particular matter 
or matters affecting the reliability of the figures. 

96. It has been the practice of some accountants to 

.append their statement or report not only to the copy 
sent to the Revenue but also to the copy sent to the 
client, whilst others have been omitting the statement 
or-report from the client's copy. | 
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97. The accountant cannot know what use the 
client may make of his copy of the accounts. It may, 
for example, be submitted to the bank manager for 
the purpose of obtaining an overdraft or to a creditor 
in order to obtain extended credit facilities. If such 
accounts are contained in binders bearing the account- 
ant’s name and qualification and there is no indication 
thereon as to the capacity in which the accountant 
has acted or the work he has carried out, misunder- 
standings may arise as to the significance of the 
association of his name with the accounts. It would be 
quite wrong for a third party to assume from such 
accounts bearing no statement or report by the 
accountant, that they had been audited. Misunder- 
standings do, however, arise and prevention is 
better than cure. It is most desirable, therefore, that 
the accountant should indicate what responsibility 
he has undertaken towards his client.! 

98. With this background the importance of the 
Council’s statement will be appreciated. It is in- 
cumbent on all practising members of the Institute 
to examine critically their office practice in this 
matter and to revise it where necessary. 
e Тће Council is at pains to point out that 

iformity of practice on the matter of reporting on 
accounts is neither possible nor desirable and that 
the terms of the statement or report can only be 
decided by the accountant by treating each case on 
its merits. 

100. I do not propose to deal with the —! of a 
duly appointed auditor as this paper is concerned 
with the preparation of accounts. However, I should 
point out, as the Council's statement recognizes, 
that the accountant when dealing with the prepara- 
tion of accounts will often carry out some part of 
the work which he would also do if engaged on 
audit. He does this in order to ensure that the accounts 
he prepares show, not only for his client's sake but 
also for his own reputation, as true and fair a view 
of the result as can be obtained from the limited 


information available. The main point underlined by 


the Council is that, in all cases where accounts have 
been prepared, the accountant should make a factual 
statement to that effect and then should go on to 
make such observations as will ensure that the asso- 
ciation of his name with the accounts does not imply 


1 The words ‘towards his client’ are important. The ques- 
tion of third parties appears for the present to be governed 
by the case of Candler v. Crane, Christmas & Co ([1951] 
i All E.R. 426) where the Court of Appeal held by a 
majority of two to one that an accountant owes a duty of 
care only to his client and not to third parties, so that 
where there 18 no contractual duty there is no liability for 
negligence. ‘This is no doubt what accountants have always 
regarded as being their position in law. Nevertheless, it is 
worth noting that in the course of his dissenting judgment 
Lord Justice Denning expressed the opinion that account- 
ants owe a duty of care not only to their own clients but 
also to all those whom they know will rely on their accounts 
in the transactions for which those accounts are prepared. 
Whether the law will ever be taken so far remains to be 
seen. Meanwhile, as I have said in paragraph 97, ‘preven- 
tion is better than cure’, Even an unsuccessful action 
against an accountant is not an event to be welcomed. 
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that they can be regarded as more reliable than the 


circumstances warrant. 


roi. The Council's statement goes on to indicate, 
by way of example, the application of this general 
principle in three broad types of circumstance 
which can conveniently be set out as follows: 


Type of circumstance 


(a) Where the accountant 
has carried out suffic- 
ient auditing’ work to 
his satisfaction. 


(b) Where the records are, 
prima facie, satisfac- 
tory but the client's in- 
structions involve the 
omission of work which 
the accountant would 
need to do in order to 
form an opinion. 

(c) Where the records are 
materially inadequate 
or otherwise unsatis- 
factory. 


Appropriate statement by the 
accountant 


He could, if he is able to do so, 


state that he has prepared 
the accounts and, in his 
opinion, they present a true 
and fair view, subject to any 
reservations he may make. 


He could state that he has pre- 


pared the accounts from the 
records and the information 
supplied by the proprietor, 
but without verification 
thereof (or without verifica- 
tion of specified matters). 


He should state that he has 


prepared the accounts from 
the records and other in- 
formation supplied by the 


proprietor and should then 

ify the matters in re- 
spect of which he has been 
unable to satisfy himself, 


making clear the significance 


thereof on the reliability of 
the accounts. 

102. It is pertinent to observe that in both cases 
(а) and (4) above, the Council suggests what the 
accountant could state and it is only in case (c) that 
an indication is given as to what he should state. In 
other words, whereas the Council feels that con- 
siderable latitude should be left to the accountant in 
the first two types of case, in the third type – where 
the records are unsatisfactory – it expresses the view 
in no uncertain way that the accountant is under an 
obligation to draw specific attention to the unsatis- 
factory features. I think that most chartered account- 
ants will have dealt appropriately with the accounts 
coming under the third category, so far as the Revenue 
is concerned, but not so far as the client is concerned 
where his copy has not contained the statement or 
report. It must be remembered that in preparing 
accounts we are doing a professional job for our 
client and we should therefore indicate on all copies 
of such accounts which leave our offices exactly 
where we stand in relation to those accounts. 

103. In the case of the larger businesses run by 
sole traders and firms where, normally, an adequate 
office staff exists, the accountant does not come 
across the incomplete record problems so often and 
he may well be able to use the type (a) statement 
mentioned above on the accounts he has prepared. 
However, in my personal experience, the majority of 
incomplete record jobs fall under type (b) because 
the client limits the scope of the work to be done, 
usually on the grounds of expense. The small trader, 
who often keeps his own records, does not want an 
audit, having regard to the additional cost this 
involves; and the accountant, in these circumstances, 
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does not carry out sufficient auditing work to enable 
, him to express an opinion on the accounts. 

104. I think it will be agreed that in some of these 
small incomplete record jobs, the accountant may be 
a little doubtful if they can be included under type 
(b). He may have no reason to feel dissatisfied with 
the final accounts he produces; he will apply the 
usual tests — the gross profit percentage is about 

: right, the drawings are adequate and so on ~ and yet 
he may feel diffident as to whether the records are 
satisfactory, merely on the grounds that they are 
somewhat limited. By what standards is the account- 
ant to judge? I feel that in such cases ће will, in the 
ultimate, have to rely on his opinion of the integrity 
of the client in coming to a decision on the type of 
‘statement to be appended to the accounts. We have 
all come across cases where the records are in very 
good order and yet we are not completely satisfied 
with the final accounts although we may find it 
difficult to pinpoint exactly the reason for our 
apprehensions. On the other hand, many are the 
occasions when the records are limited, but we are 
reasonably satisfied with the final figures. 
' 105. The accountant will have to exercise a nice 
degree of judgment in coming to a decision as to the 
type of statement he uses on such accounts. If he is 
not satisfied, it will be incumbent upon him to say 
80, even at the risk of incurring the displeasure of his 
client, but by so doing there is every hope that he 
will encourage the client to improve the state of his 
records and book-keeping generally. If this object is 
achieved even the client may have cause to be grateful 
to the accountant for the attitude he has taken. 
· 106. Towards the end of the Council's statement 
there is the suggestion that where the accountant has 
to make lengthy reservations it is often better to do so 
by means of a separate report referred to on the face 
of the accounts, rather than in a report appended at 
the foot of the accounts themselves. There is one 
observation I feel I should make on this matter. The 
degree of reliability of the accounts can often be made 
clearer by appropriate narration or notes incorporated 
іп the accounts themselves on the lines suggested in 
paragraph 86 rather than by drawing attention to the 
matter only in the report. 1f this practice is followed, 
it will often be possible to curtail the length of the 
statement or report by suitable reference therein to 
the notes etc. on the accounts. This is particularly 
the case where, in an incomplete record job, estimated 
figures of a material amount are incorporated in the 
accounts. 


PART 4: THE SUBMISSION OF THE 
ACCOUNTS TO THE INSPECTOR 

I. Normal Computation Cases 

107. I have so far been dealing with a subject 
which concerns only the accountant and his client. 
І now turn to. the introduction of a third party, 
namely, the Inland Revenue. In taxation matters 
the accountant is acting on behalf of his client and 
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not on behalf of the Revenue and he therefore has a 
duty to effect the best tax settlement he can. He also 
has a duty, however, to the Revenue to act with the 
independence and integrity expected of a professional 
accountant. It is no part of his duty to conceal any- 
thing from the Inland Revenue or to assist or condone 
his client in doing so. If there are matters which are 
open to differences of opinion as to the effect of the 
taxation laws the accountant has a duty to argue in 
favour of his client as strongly as he can but it is no 
part of his duty to attempt to 'slip something 
through' unnoticed. . 

108. It is important to recognize that the client is 
the person responsible for making a declaration of his 
income. For the figure of business profits the client 
will be relying upon the accountant who in turn has 
relied upon the client for the production of informa- 
tion. There must be mutual confidence and both 
parties will know where they stand from the wording : 
of the accountant's report or statement on the 
accounts. The accountant will have done all he can, - 
within the terms of his engagement, to ensure that 
the accounts are right and the client will know the 
degree of responsibility which the accountant accepts 
for the figure which the client is to include in his 
declaration of income. 

109. It should be appreciated that the accountant 
sends the accounts to the Revenue on the instruc- 
tions of the client. He should never submit the 
accounts to the Inspector of Taxes unless he has been 
authorized to do so. It is a matter for the accountant 
to decide whether the authority should be obtained 
in writing or orally. Normally where the instructions 
have been to prepare accounts and agree the tax 
liability, I am of the opinion that when the client 
approves the final draft accounts he tacitly authorizes 
the accountant to submit such accounts to the 
Revenue on his behalf. I understand it is the practice 
of some accountants to send the client a copy of the 
accounts with the report or statement thereon and 
specifically inquire if such accounts can be submitted 
to the Revenue on his behalf. It would be interesting 
to hear the views of those attending this course as 
to the desirability of making this standard practice. 

тто. I have heard that occasionally the Revenue 
have requested production of the accountant’s work- 
ing papers. In my view such requests should be 
strongly resisted. Whilst not wishing in any way to 
put the Revenue at a disadvantage, I regard it as a 
principle of first importance that members of the 
Institute are professional men of integrity, acting 
independently and with the competence which their 
qualification implies and that it will be a sad day for 
the Institute if we ever accept the view that the 
Inspector has any right to question the manner in 
which the accountant has carried out his work. It 
is one thing to supply information for which the 
Inspector can properly ask (for example, the make-up 
of travelling expenses or the larger repair items) but 
quite another thing to be expected to produce 
information the request for which can only be inter- 
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preted as а reflection either on the competence or the 
integrity of the accountant. 

111. If these views have substance, it follows that 
any accountant who is careless or dishonest in his 
dealings with the Inland Revenue is not only 
jeopardizing his own professional career (and possibly 
his personal liberty) but is also jeopardizing the 
future of the profession as a whole. As Mr J. H. Mann 
said at the recent annual general meeting of the 
London and District Society, it is not a question of 
honesty being the best policy — honesty should be the 
only policy. No profession can avoid some black 
sheep (possibly also some varying shades of grey) 
but І hope I can say with confidence that the vast 
majority of members of the Institute will be thinking 
on the lines [ have indicated when they are sub- 
mitting accounts of their clients to the Revenue. | 

112. The accountant will send to the Inspector 
with the accounts his Schedule D computation 
showing the various adjustments to be made to the 
' figure of profit disclosed by the accounts in order to 
arrive at the profit assessable for tax purposes, 
together with details of any capital allowances claimed. 
Time precludes me from mentioning the various 
disallowable items in the accounts which have to be 
added. back and the deductions which can be made 
in the computation. Further, I am sure that all those 
attending this course are so familiar with the technique 
to be used that I need not elaborate the matter nor 
deal with the methods of preparing the capital 
allowances claims. They are not peculiar to incom- 
plete record jobs though the work may be rendered 
more difficult by the state of the records. ` 

113. In my experience, I find it helpful in agreeing 
figures with the Revenue, to submit not only the 
bare computation but also supporting notes thereon, 
explaining the treatment accorded to various items 
in the computation. Often, one can anticipate possible 
inquiries and, by taking a little extra trouble at the 
outset, save time in the long run. By making adjust- 
ments in the accounts themselves for such items as 
‘private accommodation" and consumption, private 
user of car and the like, it will not be necessary to 
deal with these matters in the computation. Tt is 
desirable, however, particularly when а client's 
accounts are being submitted for the first time, for 
the accountant to advise the Inspector as to the basis 
on which such adjustments have been made and to 
give the Revenue sufficient information to support 
the treatment accorded to tbese various items. ЈЕ is 
the duty of the accountant to effect the best tax 
settlement he can on behalf of his client, having 
regard to the facts of each individual case. Having 
satisfied himself as to the reasonableness of the 
adjustments made in the accounts for the allocation 
of common expenses as between business and private 
and so on, the accountant should stick to his guns 
and not allow himself to be easily persuaded by the 
Inspector to give anything away. 

114. In the previous paragraph, I have referred to 
the submission to the Inspector of notes in support 
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of the tax computations. There appear to be differ- 
ences of opinion between accountants as to the 
amount of information which should normally be 
sent to the Revenue as a matter of course. Some take 
the view that if he is normally given details of the 
make-up of items such as repairs, legal expenses, 
sundry expenses and so on, it will merely encourage 
the Inspector to require a lot of unnecessary detail 
and this involves wasting time both in the account- 
ant's office and in his own. Others adopt the practice, 
which I follow personally, of giving such information 
in appropriate cases on the grounds that time is 
saved by so doing. The amount of detail will, of 
course, depend on the facts of each case and the size 
of the total expenditure under each heading. For 
example, it is usually only necessary to give particulars 
of the larger items under the heading of repairs and 
maintenance and, when the total of such charges is 
relatively small, the Inspector will normally be con- 
tent with a statement from the accountant that he has 
satisfied himself that all expenditure under a par- 
ticular heading is of an admissible nature. I think it 
will be generally agreed that the accountant should 
specifically draw attention to any material items about 
which there may be room for a difference of opinion. 
We are all familiar with the type of expense which 
lies in ‘no man’s land’ and when we come across 
such an item, it is our duty to disclose it and argue 
the case on its merits. 

115. We all of us occasionally come across the 
unreasonable Inspector who asks for a complete 
analysis of sundry expenses which amount in total 
to some £20 only, but fortunately such experience 
is exceptional and the average Inspector accepts 
such a charge without question provided he feels he 
can rely on the accountant with whom he is dealing. 
It is a great pity that such cases arise as it makes for 
bad feeling between the profession and the Revenue; 
unfortunately there are occasionally tactless account- 
ants as well as trying Inspectors. It must be remem- 
bered that the district Inspectors have a vast amount 
of work to get through, as well as the accountant, 
and if the Inspector has got confidence in the 
accountant acting – and it is up to the accountant to 
engender that degree of confidence by the way in 
which he submits his accounts ~ the task of agreeing 
figures in incomplete record cases will be greatly 
facilitated on both sides. 

116. In connection with Inspectors’ queries gener- 
ally, the accountant should always remember that 
the replies he sends are on behalf of his client and he 
needs to be careful in a number of directions. 


. Obviously he should not himself give replies unless 


he has already available all the relevant information; 
some questions may be capable of being answered 
only by the client and, in such cases, the accountant 
should obtain what is required from the client and 
pass it on to the Inspeator as being information so 
obtained. In other words, he must be careful not to 
imply to the Inspector, by the nature of his replies, 
that he is himself accepting responsibility for any 
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information for which he is not in a position to 
vouch. He must also consider carefully whether some 
questions can properly be asked by the Inspector 
and, if he is not satisfied that the Inspector has 
authority to require certain information, the account- 
ant should refrain from giving it unless he has the 
specific authority of his client. In seeking authority 
' from his client the accountant ought to make clear 
what he regards as the Inspector’s standing in the 
matter, thus leaving the decision squarely with the 
client. 

117. I will give one example of the kind of thing 
I have in mind. It is not unknown for an Inspector 
to ask the accountant for the names and addresses 
of persons from whom the client has bought goods or 
services in the ordinary course of business; these 
‘requests being made not because the Inspector has 
any reason to doubt the accounts submitted on behalf 
of the client but because the Inspector wishes to 
pursue the tax affairs of the third parties. Except 
where there is specific authority (as in Sections 27 to 
29 of the Income T'ax Act, 1952, relating to salaries 
and wages, commissions and interest) I am not aware 
of any authority whatever to enable Inspectors to 
ask for such information and, in my view, these 
requests should be resisted firmly. 

118. I cannot over-emphasize that none of my 
comments in this section must be taken as suggesting 
that the accountant should actively or passively assist 
his client to conceal from the Inland Revenue 
information relevant to the client's taxation affairs. 
What I have been trying to emphasize is that an 
accountant is acting as his client's agent and not as 
the agent of the Inland Revenue. It is no part of his 
duty to do the dirty work of either. 
| 119. Finally, perhaps it is not inappropriate for 
Ihe to remind members of the opinion of counsel 
(reproduced at page 49 of the 1953 Annual Report of 
the Institute) regarding the ownership of records. 
That opinion, based on the Court of Appeal decision 
ih Chantrey Martin & Co v. Martin ([1953] 3 W.L.R. 
459), is to the effect that working papers are the 
accountant's property but that correspondence be- 
tween the accountant and the Inland Revenue in 
regard to the client's accounts and tax computations 
thereon (both the copies of letters sent and the 
originals of letters received) are the property of the 
client. There is a variety of circumstances, par- 
ticularly in relation to Inspectors’ requests, when it 
is important to bear this position in mind. 


II. Capital Computation Cases 


120. There is now one special type of computation 
which must be considered. Cases arise where the 
records are so deficient that it is impossible to build 
up any accounts at all on the normal lines. Where 
this happens, it is necessary to prepare what is 
known as a capital compujation. The bulk of back 
duty cases normally proceed on these lines. 

121. Such computation proceeds on the basis that 
if the net assets of an individual can be compared 
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at two dates, the increase in his capital over the 
period can be ascertained. If to this figure is added 
his estimated personal and living expenses including 
income tax payments made over the same period, the 
result will show his total incomings. From such total 
there can be then deducted any special receipts of a 
capital nature, such as profits on sale of investments 
or legacies, and also known items of non-business 
income and the resulting figure will throw up the 
estimated business profits over the period. This figure 
will not, however, necessarily be the same as the profits 
assessable to tax as it will have to be increased by 
any disallowable expenses which will have been 
treated as business outgoings in the capital com- 
putation. 

122. It is sometimes possible to build up such a 
capital computation at each year-end in order to 
arrive at the estimated assessable profits for each 
year, but where this is not practicable the accountant 
will have to prepare such computation covering a 
period of several years at a time and the total profits 
for such period will have to be apportioned on some 
reasonable basis to the individual trading years 
comprising the total period. 

123. An example of a capital computation is given 
in Appendix III from which the general method of 
building up the figures can be seen. When submitting 
such statement to the Inspector it will be necessary 
to be able, in particular, to substantiate the estimated 
private and living expenses and receipts of a capital 
nature and also satisfy him that a full disclosure has 
been made of all the taxpayer’s assets. Normally the 
accountant finds that the ascertainment of private 
expenditure gives him the worst headache. We have 
all come across the client who never smokes, never 
drinks, never bets, never goes out, and does nothing 
but live a hermit’s existence, and the Inspector may be 
pardoned for being sceptical when he queries the 
lowness of the estimate of living expenses in such a 
case. The accountant must be realistic in his approach 
to this matter although naturally he wants to do the 
best he can for his client. In each and every case the 
computation of living expenses must be dealt with on 
its own merits regard being- had to the particular 
circumstances of each taxpayer – whether he has a 
large or small family, his normal standard of living, 
whether he puts money regularly on horses or the 
football poole, and so on. 

124. So far as capital receipts are concerned, it is 
advisable for the accountant to be able to produce 
evidence of these, if called upon to do so. Letters 
from solicitors regarding legacies, bookmakers’ ac- 
counts in support of betting winnings, etc., should all 
be available to substantiate the treatment of such 
items which are claimed as non-taxable. 

125. These capital computation cases are clearly 
within the field of incomplete record work (indeed 
they are often incomplete records par excellence, if 
that is a permissible expression) and I have therefore 
Һай to make some mention of them in this address. 
I have, however, dealt with the matter with great 
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brevity because the accounting side is so interwoven 
with the taxation aspect that it really forms part of 
the whole subject of back duty and this is clearly 
not within the scope of this paper. 


PART 5: CONCLUSION 


126. As I come to the end of my address, I fully 
realize I have only scratched the surface of the ground 
covered by the title of this paper having regard to the 
many different types of case which are encountered 
in practice. I hope that the many gaps I have left 
will be filled in during the course of the discussions 
which I trust will ensue. Although incomplete 
record work besets the practising accountant with 
many problems, the work is fascinating and absorb- 
ing, and he feels a sense of achievement when he 
has succeeded in building up something out of 
almost nothing. Í am convinced that there is no 
‘better training ground the embryo accountant can 
have than to gain experience on this type of work. 
ТЕ teaches him to ђе resourceful and encourages him 
to use his imagination and initiative in ferreting out 
information. Moreover, the task of assisting in the 
building-up of accounts from scanty information, 
can give even a young articled clerk an excellent 
grounding in the whole subject of accounting far 
more readily than can be achieved by working on the 
properly kept accounts of large businesses. I feel it 
Should be the duty of every principal to see that his 
articled clerks spend a reasonable period of their 
articles on such work. 

127. Often, as a result of the contact established 
between the accountant and the client during an 
incomplete record job, the latter begins to appreciate 
the value of having proper accounts from which he 
can review his financial position, watch the trend of 
results and begin really to control his business. 
Normally, the client is only too willing to take advice 
on the installation and maintenance of a proper book- 
keeping system as, if he is wise, he will appreciate 
that the fees he has to pay the accountant can far 
better be spent on other more productive services 
the accountant can render rather than by continuing 
to have to prepare accounts from incomplete records. 
Many have been the cases where, as a result of help- 
ing a small trader out of book-keeping chaos in the 
early days, the accountant has seen the business 
become properly organized and grow from strength 
to strength. On the other hand, we have all come 
across cases where the client muddles through with 
the same lack of system, year after year, and it seems 
impossible to enlighten him as to the virtues of 
keeping proper records. We must not be disheartened 
when this happens but continue to preach the gospel 
of good book-keeping 

1128. So far as the Inspector of Taxes is concerned, 
the relationship vis-à-vis the accountant in incom- 
plete record cases depends entirely on how the 
accounts, even with their limitations, are prepared 
and presented, together with the accompanying com- 
putations. We are entitled as members of the Institute 
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to expect the Revenue to have confidence in our work. 
It should be our constant aim to retain and enhance 
that confidence. This can only be achieved by main- 
taining the standard of our work at the highest 
possible level. 


APPENDIX II 


Statement issued in May 1955 by the Council to the 
Members of The Institute of Chartered Accountants 
in England and Wales 


REPORTS ON ACCOUNTS OF SOLE TRADERS 
AND PARTNERSHIPS 

(1) Practising members of the Institute have clients, such 
as sole traders and partnerships, who аге not subject to 
statutory requirements relating to the preparation and 
audit of accounts, There is considerable diversity of 
practice among members in regard to the manner in which 
they associate their names with accounts they prepare or 
audit for such clients. Some members issue accounts in 
folders bearing their name and qualification, but without 
giving any indication of the capacity in which they have 
acted or the nature of the duties undertaken. Other members 
give an indication by means of a statement on the face of 
the accounts or by a separate report to the client. 

(2) The work which a member does is dependent upon 
the terms of his appointment by the client who may, on 
the ground of expense or otherwise, have limited the scope 
of the work to be done; it is also dependent upon the 
adequacy of the records kept by the client. There is a great 
diversity of circumstances and therefore uniformity of 
practice is neither possible nor desirable. 

(3) Such diversity provides scope for misunderstanding 
as to the significance of the association of the member’s 
name with the accounts and any serious misunderstanding 
may damage the interests of the client or the professional 
reputation of the member. Accordingly the Council con- 
siders it desirable to issue this statement for the guidance 
of members. 

(4) It is important that a client (including every partner 
in a partnership) should understand the degree of responsi- 
bility which the member accepts in relation to accounts or 
similar financial statements. Moreover the accounts will 
normally be submitted, either by the client or on his behalf 
by the member, to the Inland Revenue and may be made 
available by the client to other third parties. It is desirable 
that anyone who sees the accounts should be aware of the 
nature of the responsibility which the member has under- 
taken towards his client. 

(5) The Council is therefore of the opinion that when а 
member allows name to appear on, or be otherwise 
associated with, a balance sheet and profit and loss account, 
or similar financial statements, he should give a clear 
indication of the significance of the association of his name 
with the accounts. This indication may be given by means 
of a statement on the face of the accounts or by including 
thereon a reference to a separate report to the client. 

(6) The choice of method and the terms of the member's 
staternent or report to the client are for him to determine in 
the circumstances relevant to each client. In reaching a 
decision the essential matters for the member to consider 
are: 

(a) The capacity in which he has acted. 

(b) Whether the records appear to be reliable and ade- 

quate in relation to the nature of the business. 

(c) Whether he has been able to obtain necessary informa- 
tion and satisfactory explanations. 

(d) Whether the effect of the client's instructions is to 
impose material limitations on the work to be under- 
taken; in particular whether the instructions involve 
the omission of work which the member would need 
to do in order to form an opinion as to whether the 
accounts show a true and fair view. 
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(7) Where the member has been appointed as auditor, 
he should state that he has audited the accounts and 
also state whether in his opinion they present a true 
and fair view subject to any reservations he may 
consider necessary. 


(8) In the great majority of cases the member will not 
have been appointed as auditor, although he may often 
carry out considerable auditing work in preparing the 
accounts. For such clients he should state that he has pre- 
pared the accounts and should then make such 
observations as will ensure that the association of 
his name with the accounts does not imply that they 
can be regarded as more reliable than the cir- 
cumstances warrant. The following examples indicate 
how this general principle can be applied in three broad 
types of circumstance: 

(a) If the member is able to do so, having carried oùt 
sufficient auditing work to his satisfaction, he could 
state that he has prepared the accounts and in his 
opinion they present a true and fair view, subject 
to any reservations he may make. Such an opinion 
should not be expressed if the reservations are so 
extensive as to vitiate the opinion. 

(b) If the client's instructions involve the omission of 
work which the member would need to do in order 
to form an opinion as to whether the accounts show 
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a true and fair view but the records are prima facie 
satisfactory, he could appropriately state that he has 
prepared the accounts from the records and other 
information supplied by the proprietor but without 
verification thereof (or without verification of specified 
matters). 

(c) If however the records are materially inadequate or 
otherwise unsatisfactory the member should state 
that he has prepared the accounts from records and 
other information supplied by the proprietor and 
should then specify the matters in respect of which 
he has been unable to satisfy himself, making clear 
the significance thereof on the reliability of the 
accounts, 


(9) Where the member finds it necessary to make lengthy 
reservations it will normally be found convenient to do this 
by means of a separate report to the client with a reference 
thereto on the face of the accounts indicating that they are 
to be read in conjunction with that report. Where the 
member is able to make a short statement it will normally 
be more convenient and appropriate for this to appear on 
the face of the accounts. 


(то) If the accounts of a sole trader do not themselves 
sufficiently indicate that they are confined to dealing with 
the position and results of a particular business carried on 
by that person, the member's statement or report should 
contain such an indication. 


APPENDIX ПІ 
Example of Capital Computation Method of Arriving at Estimated Assessable Profit 











Dedact Business liabilities 





NET BUSINESS Assers vs 
Private Assets: 
National Savings Certificates 
Buliding society account 
Shares X YA. Ltd .. 
Private furniture vs 








TOTAL CAPITAL AT MARCH 319T 


Deduct; 
Capital at previous year-end .. 


Increase IN CAPITAL During Yrar 
Add expenditure: 
Exceptional items — 
Expenses of wife’s operation 
iu dem n ARN 2s zs 
e assurance E ue 
Normal living expenses (estimated) .. 


Deduct Private receipta: 
Bullding society interest s s vx 
Dividend from shares in X. Y.Z, Ltd (net) .. 
Profit on sale of shares in X.Y.Z. Ltd 
Proceeds of endowment policy éF 


Езпматхр Business Prorrr is n m 
Add Disallowable business expenses (in detail) 





Dedxct Proportion of net annual value (a/3rda x 
net annual value) m у D m 


ESTIMATED ASSESSABLE BUSINESS РЕОРТЕ s 
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FINANCE AND COMMERCE 


The effect of the bank squeeze and the persistent 
weakness of sterling has been seen in falling gilt- 
edged values. The market has also been upset by 
new borrowing terms. With buyers standing off, the 
equity sections have followed the gilt-edged lead to 
some extent. 


*Neverbend' Accounts 


The reprint this week gives the accounts of Spear 
& Jackson Ltd, the Sheffield steel company known 
for its ‘Neverbend’ garden tools, saws, etc. “The 
World’s Oldest Sawmakers’ is inscribed under the 
company’s title and the business has in fact almost 
two centuries of experience. 

It is the kind of business in which time can also be 
of material consequence in the computation of 
profit. Mr D. J. Haggie, the chairman, deals with this 
point in his statement with the accounts. For many 
of the company’s products, he says, the time between 
the steel being melted and the finished tool may be as 
much as twelve months, which means that as sales 
expanded during the latter half of the year they were 
using steel melted in 1953 when costs of labour and 
steel-making materials were lower. The effect of this 
in a rising market, he points out, is inevitably 
reflected in the results. 

The basis of currency conversions will ве noted in 
Note 3 to the balance sheet. It was adopted last year 
when the directors decided that all currency assets, 
whether fixed or floating, as well as all liabilities and 
profit figures should be converted into sterling at 
the end-year rates. 


| Tax on Overseas Profits 


The Australian Estates Company Ltd is one of the 
companies that ought to benefit if the Royal Com- 
mission’s recommendations regarding overseas profits 
are accepted. Sir Denys Lowson, the chairman, 
makes this one of the important points in his review 
with the accounts. 

! Much hardship, he says, arises from the fact that 
many items of expenditure in Australia which are 
allowed for the purpose of local taxation are dis- 
allowed by the United Kingdom tax authorities; 
incidentally, it follows from this, he comments, that the 
citizens of Australia are subsidizing the British 
taxpayer. Were the company incorporated in Australia 
instead of here, its burden of tax would be reduced 
by approximately one-third. The estimated tax 
payable in this country in 1954 amounted to £151,140 
against an estimated total amount of tax payable in 
Australia of £335,613. None of the tax payable in 
Great Britain would be payable by an Australian 
company while there would be no increase in 
Australian taxation. 

One of the recommendations of the Royal Com- 
mission on the Taxation of Profits and Income was 
the exemption from United Kingdom taxation of 
companies having overseas profits. 


C.I.C. Refuse 


The company’s experience with the Capital Issues 
Committee in the matter of a share issue by capital- 
ization gives a further insight into the Treasury mind 
on the subject of share distributions out of asset 
write-ups. 

The asset revaluation was carried out during the 
year, part of the resultant surplus being taken to 
capital reserve. Аз a result of the survey, the directors 
formed the opinion that the ordinary stock was 
represented in net assets worth many times the 
nominal amount of the stock in issue and decided 
that the best thing to do was to bring capital more 
into line with assets employed by a {200 stock 


' distribution for each Гтоо out of the reserve arising 


from the revaluation. 

The Capital Issues Committee, however, thought 
otherwise and the directors had to give up the idea of 
providing the scrip issue wholly from the revaluation 
reserve. The plan was, therefore, amended to capitalize 
part of the revaluation reserve and to take the rest 
from existing capital and general reserves. 

And once again, English and Australian law differ 
and steps are being taken, says Sir Denys, to mitigate, 
as far as possible, any hardship to Australian stock- 
holders arising from this rearrangement. 

It would be interesting to hear what line was finally 
adopted. 

Sialang Rubber 


The Sialang Rubber Estates Ltd, whose chairman, 
Sir Eric Miller, is one of the leading figures in the 
plantation industry, faces a situation similar to that 
of Allied Sumatra Plantations Ltd, on which we 
commented in our issue of August 13th. He says 
that until it is made clear what the future of the 
plantation industry in Indonesia is to be, the board 
will not embark on any large-scale systematic 
replanting of old rubber areas which, although 
producing economically, will require replacement 
if they are to remain competitive. 

The company's land titles expire between 1970 
and 1982 and future policy, he says, wil! depend on 
the outcome of deliberations now taking place 
between the Indonesian Government and repre- 
sentatives of plantation associations. 

Sir Eric says that unless these and other matters 
are satisfactorily resolved so that foreign enterprise is 
assured of reasonable encouragement to continue 
working in Indonesia, the board will ‘have to take 
steps to return to stockholders the money which has 
been saved up over the years for the modernization 
of the company’s estates in Sumatra’. 


Money Market 
Treasury bill applications on August xgth were 
£380,085,000 and, with the market bid held at £99, 
the AE discount rate was £4 os r-28d per cent. 


: This week's offer is £280 million. 
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REVIEWS 


Fundamentals of Auditing 
by R. K. Mautz, Ph.D., C.P.A. 
Professor of Accountancy, University of Illinois 
(John Wiley & Sons Inc, New York, and Chapman 
& Hall Ltd, London. 48s net) | 
Professor Mautz deals with his subject in three parts. 
He first discusses the theory of. auditing and the 


various techniques which are commonly used. Не. 


then shows how these techniques are applied to 
normal auditing routine. Finally, he contrasts the 
internal audit and the external audit and describes 
the special features of each. 

This is a new work, written expressly for college 
students with no previous Nonis of auditing 
and the author, who contributed an excellent chapter 
on the duties of junior accountants to the definitive 
C.P.A. Handbook, clearly understands both his 
subject and his potential readers thoroughly. . 
. Although intended for those with no practical 
experience, Professor Mautz’s treatise, typically 
American in character and content, would un- 
doubtedly help articled clerks in this country, albeit 
their first approach to auditing is usually through the 
medium of the office and not of the classroom. 


‘The Modern Approach to Internal Auditing 


(The Association of Certified and Corporate 
Accountants, London. 2s net) 
The internal auditor, according to the Technical 
Research Committee of The Association of Certified 
and Corporate Accountants, has two main functions. 
The first is the generally recognized one of checking 
the company’s records and routines in such a way 
that the work is both part of the internal control and 
complementary to the statutory audit. The second 
function, which is a more recent development, 
includes in the Committee’s words, ‘surveying, 
investigating and appraising the design and operation 
of organizational methods, procedures and tech- 
niques' of the company employing him. 

In a pamphlet just issued by the Association, the 
scope of the internal auditor in industry carryin, 
out these functions is carefully defined both wi 
regard to its opportunities and to its limitations. 

ile the Committee emphasizes the value of the 
ihternal audit department (a title far from definitive 
ih view of the expanding nature of its duties) as an 
instrument of management control it emphasizes 
equally that, if it is to achieve high status within the 
framework of the company's organization, its senior 
members should be qualified accountants and should 
have a proper appreciation of the standing of their 
department not only in гејаноц to top management 
but also to the other departments. 

The internal auditor's practical programme, as 
envisaged by the Committee, has three main divisions. 


“The first is the conduct of regular audits. The second 


is a continuous. survey of every aspect of the com- 
pany’s system. The third, which may arise from either 
the first or the second or at the request of manage- 
ment, is the carrying out of special assignments. 
These might include investigations into stock dis- 
crepancies, special inquiries with a view to reducing 
costs in particular departments or fact-finding 
missions in connection with contemplated changes 
in company policy or procedures. 

It is evident that the Association’s Technical 
Research Committee has devoted much time and 
thought to the preparation of this pamphlet which 
should serve to clarify the ideas of both accountants 
and industrialists on the purpose and possibilities of 
internal auditing in its modern application to 
industry. 


Munro’s Book-keeping and Accountancy 
by Andrew Munro, F.C.I.S. 
. Nineteenth Edition 
by Alfred Palmer, A.S.A.A. 
(Sir Isaac Pitman & Sons Ltd, London. 145 6d net) 
It is now fifty years since this popular textbook first 


appeared and, judging by the new editions which 


have been called for regularly ever since, it seems set 

for another half-century's usefulness. The present 

editor, Mr Alfred Palmer, A.S.A.A., has provided a 

completely new set of miscellaneous exercises which, 

he claims, are representative of the examination 

d of the leading professional and commercial 
ев. 


The Civil Service in Britain 


by G. A. Campbell 


(Penguin Books, Harmondsworth, Middlesex. 
35 6d net) 

This is the kind of publication for which Penguin 
Books are becoming famous ~ a straightforward, in- 
formative guide to some branch of human activity 
about which many would like to possess more general 
knowledge. The author has had wide experience of 
the Civil Service and covers with admirable direct- 
ness its structure and methods of administration. He 
also explains how its members are recruited, what 
they are paid and under what conditions they work. 

Most accountants already know something of the 
Government's financial machinery. A study of. this 
excellent book will enable them to illumine the vast 
background and see the Treasury and the other great 
Whitehall departments in an altogether kindlier 
light. They may even incline afterwards to the view 
expressed recently by a Post Office official that, body 
for body, the country gets more work for less pay 
out of its Civil Servants than it does from private 
enterprise. i 
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A Manual of Foreign Exchange 
Fourth Edition 
by Н. E. Буш, F.I.B. 
(Sir Isaac Pitman & Sons Ltd, London. 16s net) 


This is the first post-war edition of Mr Evitt’s 
manual and it will ‘be welcomed by all who wish to 
read or to refer to a straightforward treatise on 
foreign exchange. He deals with the practical — in 
preference to the historical and economic — aspects of 
his subject and, beginning with barter, he explains 
with practised ease the whole complicated business 
of foreign exchange down to the question of absolute 
currency conver bin His eye for interesting detail 
and his ability to expound on intricate technicalities 
and yet hold completely the untutored reader's 
attention are but two of his engaging characteristics. 
This is a first-rate work which can be recommended 
unreservedly both to the student and to the layman. 


Byles on Bills of Exchange 
Twenty-first Edition 
by Maurice Megrah, Barrister-at-Law 
(Sweet & Maxwell Ltd, London. £3 35 net) 


Sir John Byles first published his treatise on the law 
of bills of exchange, promissory notes, bank notes and 
cheques in 1829 — more than half a century before the 
passing of the Bills of Exchange Act- and after a life 
which is long even for а law book its reputation stands 
as high as ever. The previous edition appeared in 
1939, and although the law on the subject is. more 
ed now than it was in the earlier years, when two 
new editions per decade was the rule, this present 
new edition had become necessary with the accumula- 
tion of minor changes in the war and post-war 
years. The new editor (who is the secretary of the 
Institute of Bankers) has made all the necessary, 
and no unnecessary, changes. The table of cases is an 
impressive one: by far the most complete list in this 
branch of law; the text ranges outside English law 


to take in some aspects of foreign systems. There has - 


been added a table of cross references between the 
Bills of Exchange Act and the Uniform Negotiable 
Instruments. In presentation also the book has been 
brought up to date; the printing and the layout of 
sixteen years ago seem now just a little archaic by 
comparison. Byles on Bills is a book for the lawyer 
rather than for the student; with Chalmers it con- 
stitutes all the law and the prophets, and is an 
essential reference book for everyone whose work 
touches on the law of bills and cheques. 


Practical Branch Bank Lending 

by А. Forrester Fergus, A.I.B., A.C.I.S. 

(Europa Publications Ltd, London, 18s net) 
The efficient conduct of the lending side of a bank 
branch calls for a wide variety of legal and financial 
knowledge, an ability to assess character, and last — 
but not least — tact. Mr Fergus writes as a man who 
has been exercising these qualities for some years 
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.and, moreover, he writes with an easy and attractive 


style. He covers the subject from a practical point of 
view, without neglecting the legal aspect of the various 
kinds of property which are commonly charged as 
security. On one point he goes astray, namely, when 
he advises the bank manager to ask a married woman 
whether her interest in a settlement is subject to a 
restraint on anticipation. The answer, which is in 
the negative, is already available in the Married 
Women (Restraint upon Anticipation) Act, 1949. 
However, this is a very tiny blot on an excellent book. 


Absence from Work 
Personnel Management Series, No. 6 


(British Institute of Management, London. 
2s 6d post free) 

The loss of production and efficiency due to absentee- 
ism is a problem which every industry and every 
individual firm has to face and consider, whether 
absence arises from sickness, strike, a grandmother’s 
funeral, or a rugger match, its effect is the same. In 
1953 the British Institute of Management arranged 
with the Board of Trade to carry out an investigation 
into ‘Absence from work, its incidence, cost and 
control’, This booklet deals specifically with the 
recording and analysis of absence from work, and is 
the result of a preliminary investigation, which has 
been conducted with the support of leading com- 
panies and under the guidance of a committee repre- 
senting the British Institute of Management, the 
Institute of Personnel Management, and the Institute 
of Cost and Works Accountants. | 

It recommends a standard system of absence 
recording, which will provide information in a form 
suitable for inter-firm comparison, as well as demon- 
strating the nature of the problem within the indi- 
vidual concern, and it contains an invitation for 
undertakings to participate in a nation-wide survey 
which will indicate the extent of the problem and 
provide suggestions for methods of control. 


Brushes and Costing 


(The British Brush Manufacturers’ 
London. 55 net) 


This booklet is a collection of articles which have 
been published from time to time during the past 
four years in Brushes, a trade magazine for the brush- 
making industry. The purpose of the articles is to 
stimulate the interest of brush manufacturers in 
sound cost methods. The articles have been revised 
and collected into this booklet, which has been 
distributed to all members of the British Brush 
Manufacturers’ Association. 

The booklet should serve a useful purpose in the 
brush trade, and it may be of interest to those 
engaged in other trades. Not all accountants will 
approve all the statememts made in the booklet, 
and it is to be hoped that its authors will take an 
early opportunity to amend the definition which is 
given of 'capital employed'. 


Association, 
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CURRENT LAW 


‘Who is a Beneficiary ?’ 


‘In the recent important case of Frish Ltd v. Barclays 
‘Bank Ltd and Another ([1955] 3 W.L.R. 439) the 
‘Court of Appeal held that a limitation must be 
‘placed on the meaning of ‘beneficiary’ for the pur- 
poses of Section 41 (2) and Section 30 (1) (2) of the 
1954. Landlord and Tenant Act. It is not every person 
who is a beneficiary under the trust who can avail 
himself of the objection open to landlords under 
Section 30 (1) (g). Only those persons may be 
regarded as ‘beneficiaries’ whose interest under the 
trust is such as to give the right as against the 
trustees to occupy the property, or is such that the 
trustees may properly, within the terms of the trust, 
let them as beneficiaries into possession. 

. The ‘beneficiary’, in other words, must have a 
right of occupation and that right must be connected 
with his beneficial interest under the trust. Thus an 
absolute beneficial owner with the legal estate out- 
standing in a trustee, or a tenant-for-life under a 
settlement, ог ~ where there is a trust for sale -a 
person who is entitled to the trust income for life, 
would also be regarded as ‘beneficiaries’; but not a 
person with an interest wholly irrelevant to any right 
of occupation, such as an annuitant, or a person with 
a contingent interest. 

Where, therefore, the right of occupation arises as 
the result of an agreement by the trustees to accept a 
person as tenant if possession can be obtained from 
the sitting tenant, the mere fact that such a person is 
a beneficiary does not entitle the trustees to take 
advantage of the above ground of opposition. 

' In the case mentioned, P., a settlor, had conveyed 
the freehold reversion to trustees on trusts for sale, 
the proceeds of sale and income until sale to be held 
on the trusts of a contemporaneous settlement. Тће 
trusts as to the income during the settlor's life were 
"discretionary for a class of persons, which consisted 
of P. and his children. P. offered to take a lease of 
the premises from the trustees at a high rent, but as 
he did not have any life interest in the income and 
as the trustees had not, even in the exercise of their 
discretion, decided to pay him the trust income or to 
allow him to occupy the premises, P., in the view of 
the Court of Appeal, could not be regarded as a 
‘beneficiary’, Though P. was a beneficiary to a 
limited extent, his intended occupation was referable 
to an intended commercial bargain with the trustees, 
to which his beneficial character under the trust was 
irrelevant. 


Bankruptcy: Validity of Statutory 
Instrument 
A receiving order was rpade against a debtor. in 
October 1954. The first meeting of creditors was 


postponed until January 1955, when the creditors 
resolved that the debtor be not made bankrupt and 


that the meeting ђе: adjourned for three months. 
Later in January, the Official Receiver applied for an 
adjudication order, by virtue of Rule 219 of the 
Bankruptcy Rules, 1952. The order was made. The 
debtor contested this-on the ground that Rule 219, 
which was purportedly made under Section 132 (1) 
of the Bankruptcy Act, 1914, was ultra vires. ` 

The Court of Appeal held that this was not so. 
Section 168 (3) of the 1914 Act provided that the 
rules in force at that time should continue and have 
the same effect as if enacted under the 1914 Act. 
‘Those rules contained one identical with Rule 219. 
This showed that such a rule could validly be made 
under Section 132 (1). (Re Fletcher; ex parte Fletcher 
v. Official Receiver, Law Times, June 17th, 1955.) 


Newspaper Competition: Prize Money 


The plaintiff in Simpkins v. Pays (The Law Times, 
August sth, 1955), sued the defendant for a third 
share in £750 prize money in the following cir- 
cumstances. The plaintiff was a lodger in the 
defendant's house, but the circumstances had some 
element of a family circle. 'The two parties and the 
defendant's granddaughter used each week each to 
send in forecasts to a Sunday newspaper. Costs were 
informally shared and it had been agreed that any 
winnings should be shared. The defendant, on 


winning £750 on the entry which bore her name 


claimed that the arrangement to share was not 
intended to give rise to legal consequences. 

Sellers, J., held that there was an enforceable 
contract because there was a mutuality between 
the parties and thus the plaintiff was entitled to 
succeed. The granddaughter was also entitled to 
one-third of the prize money. 


Matrimonial Home 


Another case in which the right of a wife to remain 
in the matrimonial home was again in question was 
decided recently in the Chancery Division by Upjohn, 
J., in Westminster Bank Lid v. Lee and Another (The 
Law Times, July 29th, 1955). In 1948 the husband had 
overdrawn with the plaintiffs against the deeds of his 
house. He had, however, just deserted his wife, but the 
bank had no knowledge of this, 

Upjohn, J., held that the right of a deserted wife 
to remain in the matrimonial home was a mere 
equity, no equitable estate or interest in her favour 
arising on the desertion. The title of a purchaser of 
an equitable interest taken for value and without 
notice would prevail. Thus at the date of the execu- 
tion of the mortgage the bank had been entitled to 
assume that the normal relation of husband and wife 
existed between them and if the bank obtained an 
order for sale, they would, within three months 
following the master’s certificate, be entitled to an 
order. for possession. р 


258 


THE ACCOUNTANT 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Stedeford v. Beloe (11 A.T.C. 132; 16 Т.С. 505) ` 


‘Half-time Results’ 


Sm, - I would refer to the leading article under the 
above title in the issue of The Accountant dated 
August 13th, 1955, and the campaign for the publica- 
tion of financial information more frequently than 
once a year. 

Ав an accountant in industry, I fully agree with the 
objective and can appreciate the value of the more 
up-to-date information recommended, but am not 
clear what degree of accuracy would be expected in 
such information. It is probably current practice in 
most. companies for the accountant to prepare (for 
the information of the board) estimates of profits at 
fairly frequent intervals. Where it is impracticable to 
take.stock physically, and costly to maintain com- 
plete perpetual inventories, it is not uncommon to 
prepare these estimates on the basis of ratios obtained 
from past experience, e.g. purchases to sales. When 
estimates of this nature are circulated within an 
‘organization, those interpreting the figures can be 


warned of the shortcomings of the estimates; but - 


when the information is circulated outside the 
organization, e.g. to shareholders, the stock exchange, 
etc., the estimates may be used without a full appreci- 
ation of the degree of error inherent in the estimates. 

In large organizations where control is remote from 
the field of operation it is usually necessary to build 
up an accounting organization which will give 
accurate and detailed information regarding the 
organization as a whole and in such circumstances it 
may be possible to publicize financial results for 
interim periods. However, where the board is in close 
touch -with operations, a less formal accounting 
system may achieve.-the degree of information 
necessary to keep management fully informed. It is 
in such cases that I can see danger in publicizing 
interim results and it would’ be of considerable 
interest to have opinions on the methods of preparing 
interim profit statements, and their accuracy. 


Yours faithfully, 
ROBERT Y. KENNEDY, 
Greenford, Middx. C.A., F.C.W.A, 


Settlement and Deeds of Covenant 

Sm, – Like "T. C. & Co’ (July 3oth issue), we too 
‘were puzzled by the seventh statutory restriction 
mentioned in the summary of Mr G. 5. A. Wheat- 
croft’s lecture in your issue of. June 18th. — у 

· Mr Wheatcroft’s footnote to the letter from 
“Т. C. & Co’ perhaps gives a clue to where he may 
chave, we hesitate to say has, gone astray. The case 
he mentioned, . Kemp. v. Evans (14 А.Т.С. 449; 
20 Т.С. 14) concerned a voluntary pension. Sec- 
tion 376 of the Income 'l'ax Act, 1952, was derived 
from Section 17 of the Finance Act, 1932, which 
' was passed to nullify the effect of the decision in 


where it was held that a voluntary pension capable of 
being discontinued at the will of the payer was not 
within the scope of charge of Schedule E; and Mr 
Justice Finlay in construing Section 17 of the Finance 
Act, 1932, in Kemp v. Evans went so far as to declare: 

‘What that [Section 15] is saying plainly enough 
is that if a voluntary pension is paid to a person 
who has ceased to hold an office, then it is to be 
assessable, and assessable under Schedule E.' 

We cannot think that the inclusion of the word 
‘voluntary’ in that statement was without significance. 

The payments of the kind included in the seventh 
statutory restriction mentioned in Mr Wheatcroft’s 
lecture are however not voluntary payments, but 
those made under binding deeds of covenant. We 
wonder if their taxation treatment is governed by 
paragraph І (a) of Section 169 of the пени Тах 
Act, 1952, which reads: 

‘Where any yearly interest of money, annuity or 
other annual payment is payable wholly out of 
profits or gains brought into charge to tax no assess- 
ment shall be made on the person entitled to the 
interest, annuity or annual payment; 

As such, in the absence of specific prohibition in the 
Income Тах Acts, the payments would be allowable as 
deductions following Earl Howe v. СЈ.Е. (7'T.C. 289). 
| Yours faithfully, 
STANOVEN. 

[Mr Wheatcroft writes: ТЕ is, I submit, clear that a 
pension payable in the United Kingdom is taxable 
under Schedule E (see Income Tax Act, 1952, Section 
156, and proviso to clause т (Б) of Section 122). Sec- 
tion 376 only extended the law so that“ voluntary 
pensions were thereafter treated as legally binding 
pensions, and there should not now be any difference 
in treatment between the two types of pension. 

Once it is established as a question of fact that a 
particular payment is a ‘pension’, then tax is deductible 
under P.A.Y.E. and Section 169 has no application. 
If an employer enters into a deed of covenant with his 
former employee I should have thought there would 
be a clear case for finding tbat the payments under 
the deed were а ‘pension’.] 


Balancing Charges: Ex-Road Hauliers 
Sir, — We are anxious to contact all hauliers or ex- 
hauliers, whose businesses were compulsorily acquired 
under the 1947 "Transport Act, for the purpose of 
advising them or their accountants as to the present 
position on negotiations between this Association 
and the Commussioners of Inland Revenue on the 
question of balancing charges. Tt occurs to us that in 
almost every instance, settlement with the British 
Transport Commission would only be negotiated 
through an accountant Who would also possibly be 
advising on the balancing charges position arising. 
: We should esteem it a favour if you could spare 


August 27th, 1955 ` 
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a small space in your columns to enable us to ask all 
accountants who may be acting for clients in this 
‘capacity to contact the Road Haulage Association, 
whose address is 146 New Bond Street, London, 
Wi, in order that we may advise them as to the 
„latest developments in this matter. 
Yours faithfully, 
E. LAFFORD, 
CHIEF ACCOUNTANT, 
London, Wr. Road Haulage Associatton Ltd. 


Costing System: Manufacturing Chemists 


Sm, - ‘Industrial’, in his letter included in your issue 
of August Sth, presents a common dilemma – the 
profit margin is so narrow that to gain the knowledge 
derived from accurate costing seems to be essential, 
yet the expense of costing is to be feared. In particular, 
industria? is reluctant to adopt the obvious methods 
of allocating labour because of their expense. 

‘The expense of costing ів, of course, one that should 
with other expenses, be subject to the test of economic 
worth and with this in mind and taking into account 
the nature of the operations, I suggest that "Industrial 
adopt one of the methods of allocating the labour but 
for a limited period only — a period sufficiently long 
to give salable comparisons with the standards. At 
the end of the period ‘Industrial’ will. be able to 
‘measure the worth of costing and perhaps conclude 
that he has sufficient data to enable him to dispense 
with elaborate methods of allocating labour. 

Yours А 
` Nunthorpe, 


. BENNETT. | 
near Middlesbrough. 


Is Your Death Duty Really Necessary? 
pss I'll tell you of Sir Tack Savóyde ` 
: a tale which must be told. 
He owned a million pounds and 
nearly half a ton of gold. 
But at the age of fifty-eight 
his doctor said, ‘I fear 
This troublesome disease will bump 
ЈЕ you off within a year. 


Sir Tack, he took it bravely, but 
„ваза, ‘This will be a blow – 
I always had imagined Га 
at least five years to go. 
It’s no use handing money to. | 
my sons now ~ there’s the rub – 
"Can't even ay up pictures like 
those fellows at the Ciub? 


Sir Tack he had four strapping sons; 
he asked them all to dine. 
` - He also asked four legal friends 
to’ help him drink the wine; 
And as they finished up the port ` 
he rose upon his feet 
and said, ‘I have some things to say 
ere І resume my seat.. 
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‘Young Archibald, my eldest, 
: has a second secret wife; 
Bartholomew’s a murderer 
and leads a shocking life; 
Cadwallader, you drink too much, 
you are a drunken sot, 
‘And Dennis always cheats at cards 
the worst one of the lot!’ 


The hush of awe that followed this 
was broken into bits 

By scratching of the legal pens 
a-writing of four writs. 

The lawyers smacked their lips and gave 
a pleasant little howl 

At the prospect of four actions for 
these defamations foul. 


Sir Tack he offered no defence – 

‘there was not one in reach. 
The cases settled out of Court – 

' two-fifty thousand each. 

Sir Tack was smiling broadly 

as the judgment he was told. 
That night he died a bankrupt 

(and the lawyers had the gold). 


Sir Verrey Closely-Budgett 
- жаз the Chancellor just then. 
He took from his Despatch Box 
his gold and diamond pen, 
And ће said, ‘I have the figure on · 
:  gome paper ~ now where is it? — 
Ah, here it із ~ three-quarters of 
a million pounds deficit.’ 


Now I ask you, gentle reader, 
should the duty still be paid? 
Should the Treasury solicitor 
contest the payments made? 
| Were the lawyers in collusion? 
Were the things he said too mild? 
Or shall we hear each rich old man 
defaming every child? 


Yours ala ON 
Welwyn, Herts. | 


F. T. WAYNE. 
Я References on Gece DAMES 
Sir, – І have observed a tendency on the part of an 
increasing number of business concerns to omit 
from their correspondence their correspondents' 


references. This applies, surprisingly, to some of the 


largest organizationg, who, one would expect, should 
know better. The amount of time wasted: by the 
omission of a return reference can be considerable. 
This is a matter which must affect business houses 
generally, and publication of this letter might 
possibly draw the attention of your readers to this 
point, and constitute an appeal to see that their staff 
do show their correspondents’ references on their 
ma Yours faithfully, | 
_ West Wickham, Kent. . J. RENDALE,. А.С.А. 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee. : 


Prize-winners 
The Society's prizes for the May 1955 examinations 
have been awarded as follows: 
Final 
Plender Prize 
Howitt Prize JN. J. Edwards. 
Society Prize — E. J. Wadley. 


Intermediate 
Plender Prize – D. M. Taylor. 
Society Prize – R. S. Ransom. 


Members will have been pleased to see that a fair 
number of certificates of merit also went to London 
students. 

А statistically-minded member might care to add to 
the wealth of percentages which surround the 
announcement of examination results by computing 
the proportion of London students who pass. The 
invitation was made to various members of the com- 
mittee shortly before the Bank Holiday but was firmly 
though courteously declined! 


Residential Course 


'This course was again over-subscribed and although 
114 places were available, a further 83 people were 
unlucky. All applicants have been informed and the 
course booklet will be sent within a short time to 
those who will be taking part. Àn invitation has been 
extended to members of this Society living in the area 
of the South Eastern Society of Chartered Accountants 


to attend the course for students which they are 
organizing in Brighton from September roth to 23rd. 
The cost is £3 5s, plus members’ own hotel and 
travelling expenses; further details may be obtained 
from the Library (11: Moorgate, EC2). 


The New Session | 


The first big meeting of the new session is Ње Presi- 
dent’s Meeting at which Sir Hartley Shawcross will be 
speaking on ‘Your profession’. The meeting will be 
held in Guildhall on October 27th at 5 p.m. 

This is also the first session during which the Society 
will have a branch in operation in Bedfordshire. 

The organizing of the annual dinner is going ahead and 
the official announcement will be sent out in due course. 
The principal guest will be.Lord Justice Morris, who, it 
will be remembered, was appointed the referee following 
the recent railway strike. ; 


Sports 

The Society’s cricket team has to date had a Зи 
season, winning matches against the Solicitors’ 
Articled Clerks, the Bristol Students’ Society, and the 
Incorporated Students’ Society ~ іл each case by.a 
fair margin. The tennis team has been less successful, 
losing two of the three matches so far played. Detailed 
results will be found on the Society’s notice board. 

Now is the time for anyone who is interested in 
Rugby or Association football or chess to let the 
Society's staff know of his willingness to play if he has 
not already done so. 


NEW LEGISLATION 


All new Acts are noted in this column together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent. 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, ЕС2. 


STATUTORY INSTRUMENTS. 


The Hire-Purchase and Credit Sale Agreements 
(Control) (Amendment) Order, 1955 
(S.I. 1955 No. 1130) 

This Order amends the Hire-Purchase and Credit Sale 
Agreements (Control) Order, 1955. The principal 
changes are as follows: (1) the period during which the 
balance is payable under any agreement may, if it is 
less than the maximum period provided by the Order, 
be extended’ up to that maximum; (2) the minimum 
amount of the deposit in respect of certain goods 
named in the Schedule has been increased. 


Price 3d net. July 26th, 1955. 


: The Entertainments Duty Regulations, 1955 
(S.I. 1955 No. 1239) 

'These Regulations are made under Section 2 of the 

Finance (New Duties) Act, 1916, which provides for 

the making of regulations confined to matters of 

machinery for. the payment of entertainments duty. 


They revoke the Entertainments Duty Regulations, 1921 
(made under the same Act), and re-enact the sub- 
stance of them in modern form with such amendments 
as are necessitated by subsequent changes in the law. 
The Regulations set out the conditions to be 
observed by proprietors of entertainments in relation 
to the use of entertainments duty stamps and stamped 
tickets of admission, including season tickets and 
tickets issued by clubs and associations 6n payment of 
a lump-sum subscription. | 
Price 4d net. August 15th, 1955. 
The Local Government Superannuation 
(Benefits) Amendment Regulations,;'1955 
S.I. 1955 No. 1041 
These regulations make detailed amendments in the 
Local Government Superannuation (Benefits) Regula- 
tions, 1954. The regulatiogs in the main remedy defects 
of drafting i in those regulations and in general are so 
framed as to show what change is being made. 


Price 4d net. . July 28th, 1955. 
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N OTES AN D NOTICES - 


Personal 


Messrs KENNETH С. Гамрзау & Co, Chartered 
Accountants, of 7 Great Winchester Street, London, 
'EC2, announce that Mr A. R. DEACON, A.C.A., has 
been admitted as a partner as from August 15th, 1955. 


Professional Notes 


Sir Harold Gillett, M.C., F.C.4., has resigned from the 
committee of the P. & O. Stockholders' Association 
owing to increasing business commitments. 

Mr L. J. Culshaw, ¥.c.a., a partner in the firm of 
Deloitte, Plender, Griffiths & Co, and Mr J. F. T. 
Nangle, F.C.&, a partner in the firm of Barton, 
Mayhew & Co, have been appointed the auditors of 
the accounts of the British Transport Commission 
for the year ending December 31st, 1955. 

Mr P. К. К. Coad, M.C., A.C.A., has been appointed 
a director of H. J. Enthoven & Sons Ltd. 

Mr C. P. M. Hunting, M.A., Е.С.А., has been 
appointed a director of Berry Wiggins & Co Ltd. 


Obituary 


Sir EDWIN NIXON, F.C.A.(AUST.) 
We have learned with regret of the death in Melbourne 
on August 19, of Sir Edwin Nixon, F.C.A.(AUST.). 
Sir Edwin, who was aged 79, founded the firm of 
E. V. Nixon & Partners in Melbourne and had 
practised there for many years. 

„Не was senior lecturer on accounting at the 
University of Melbourne from 1925-30, and in 
1932 was appointed a member of the Royal Commis- 
sion on Taxation. He became a member of the Royal 
Commission on the Monetary and Banking Systems 
in in 1935, 5, while four years later, at the outbreak of 

econd World War, he was appointed chairman 
of the advisory accountancy panel in the Department 
of Supply and Development. 

In 1940, he became a member of the Board of 
Business Administration in the Department of 
Defence Co-ordination and shortly afterwards was 
appointed Director of Finance in the Munitions 
Department. He subsequently joined the staff of the 
Treasury and acted as Treasury member of the Com- 
mittee for Aircraft Production; he continued to 
advise the Treasury on taxation matters when the 
war ended, 


The Institute of Chartered Accountants in 
Ireland 
MEETING OF THE COUNCIL 

The quarterly meeting of the Council of The 
Institute of Chartered Accountants in Ireland was 
held in Dublin, on August 1xth, 1955, when there 
were present: Mr Frank Cleland (President), in the 
chair; and Messrs G. F. Klingner, Vice-President, 
G. E. Cameron, A. E. Dawson, R. E. McClure, 
H. T. Montgomery, R. P. F. Olden, P. J. Purtill, 
J. Walker and D. McC. Watson, with Mr W. S. Orr, 
Secretary, in attendance. 

Apologies for absence were received from Messrs 
Н. E. A. Addy, P. Butler and H. Stevenson, Joint 
Honorary Secretary and Treasurer. 


Fellowship 
The following Associates in Practice applied for and 
were admitted to Fellowship: 
Niall Crowley (Dublin); Annraoi O Beollain (Dublin). 


Membership 
The following successful candidates at the Final 
examination in May 1955 applied for and were 
admitted to membership as Associates not in Practice: 
James Valentine Browne (Belfast); Eileen Mary Downes 
(Dublin); Robert Foreman (Lisburn, Co. Antrim); Niall 
(Drogheda, Co. Louth); John Madden 


James Go 
Harrison (Belfast); Kenneth Hunt (Herts, Еп ngland); James , 


Patrick Lochrin (Drogheda, Co. Louth); Eli Alexander 
Lucas (Jordanstown, Co. Antrim); Francis David Lynch 
(Dublin); Roderick Leese Mullan (Belfast); Desmond J о 
Murphy (Belfast); Peter McWilliam (Belfast); John С 

о’ Sullivan (Dublin); Harford Montgomery Robb (Belfast); 
Peter Maxwell Scott (Belfast); Anne Mary Spain (Dublin); 


1 Joseph Teller (Dublin). 


Resignation from Membership 
The resignation of Mr David A. Lyttle, Belfast, from 
membership of the Institute was accepted. 


Next Examinations 


ЈЕ was decided to hold the next examinations — Pre- 


liminary, Intermediate and Final—in Belfast and 
Dublin from November r5th to 18th, 1955. 


Seminar at Incorporated Accountants’ Hall 
Professor Е. Sewell Bray, Е.С.А., F.S.A.A., Stamp- 
Martin Professor of Accounting, has arranged for a 
seminar to take place at Incorporated Accountants’ 
Hall on Thursday, September 29th, at 6 p.m. The 
subject for discussion will be ‘Opportunity costs’ and 
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the discussion will be introduced by Mr R. Warwick 
Dobson, C.A., F.C.W.A. 

Accountants and students wishing to attend are 
asked to notify Mr T. W. South, at Incorporated 
Accountants! Hall, Temple Place, Victoria Embank- 
ment, London, WCa. 


The Institute of Cost and Works Accountants 
List OF MEMBERS, 1955 

A new edition of the List of Members of The 
Institute of Cost and Works Accountants has now 
been published. The book contains alphabetical and 
topographical lists of members, together with details 
of the Institute's twenty-six branches, its sub- 
branches and students' societies, as well as a list of 
eight ‘centres’ in South Africa and Southern 
Rhodesia. Other information includes the names of 
past-presidents, and the composition of the Council 
and of the Institute’s eight committees. 


Eighth International Banking Summer School 
More than 220 bankers from over forty countries will 
be attending the Eighth International Banking 
Summer School at Christ Church, Oxford, from 
September 3rd to 17th. 

The School, inaugurated by the Institute of 

Bankers in 1948, is normally held at Oxford every 
‘third year: in the intervening years it is held abroad 
under arrangements made by the bankers’ association 
of the host country. 

The theme of the 1955 School will be ‘International 
banking and foreign trade’ and lectures by experts 
from this country and overseas will be supplemented 
by discussions on problems connected with the main 
theme. 


Office Management Association 
GLASGOW AND WEST OF SCOTLAND BRANCH . 


The Glasgow and West of Scotland Branch of the 
‘Office Management Association has arranged to hold 
its fifth annual one-day conference on Tuesday, 
October 18th, at the Ca’doro Restaurant, Glasgow, 
on the subject ‘Calculations and analysis in modern 
~ accounting.’ 

The conference will be opened by Mr Ian W. 
MacDonald, M.A., C.A., director and general manager, 
Commercial Bank of Scotland Ltd, and the confer- 
ence speaker will be Mr N..C. Pollock, M.B.E., 
manager, Organization ánd Methods Department, 
Stewarts & Lloyds Ltd. Mr R. W. Lamont, President 
of the Chamber of Commerce and Manufactures in 
the City of Glasgow will be amongst the guests at 
luncheon. Ап exhibition of office machinery and 
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equipment appropriate | to the subject has also been 
d. 


. arrange 


Further particulars of the conference may be obtained 
from the conference secretary, Mr J. P. McNee, 
Donaldson & Filer Ltd, 68 Cogan Street, Glasgow, 81. 


1953 Census of Production 


Preliminary results of the Census of Production for 
1953 are published in the July and August issues of the 
Board of Trade Journal. Figures are given for the net 
output, employment and investment in stocks and 
in fixed capital for the main industries in 1953, with 


comparative figures for 1951. 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or AUGUST 28TH, 1880 
Extract from leading article entitled 
~  Forricn Bankruptcy Laws. (П.). 

In our previous issue we referred to the state of the 
law in Denmark and Italy, as regards the punishment 
of fraudulent bankrupts. We now proceed to note the 
provisions of the Swedish law under this head; one of 
the most noticeable being a punishment, somewhat 
after the manner of the old Roman loss of status, 
which is superadded to the prescribed term of im- 
prisonment. For. instance, the Bankruptcy Law 
which bears date September 18th, 1862, prescribes 
pai eae pe of this kind for any bankrupt who shall 

€ found guilty of "fraud, stratagem, or concealment” 
in respect of his creditors. In addition to hard labour, 
from two to six years, such an offender 
“shall further be declared unworthy to be employed 
in the public service or its concerns, to exercise the 
privileges of an elector, or himself to become a 
candidate in any election in which the exercise of 
such privileges may be aarded i as a proof of enjoying 
ow citizens.” The remedy 
certainly appears to be sufficiently drastic, and, if 
rigidly enforced,’ should practically exterminate 
fudulent bankruptcy, particularly having regard to 
the fact that the criminal code gives.the power to 
place a man under this social ban for the remainder 
of his natural existence. It should be noticed, too, . 


- that this adering bork may be inflicted for such an 


act as ren 


creditor. ... 
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Results of Examinations held in June 1955 
SUCCESSFUL CANDIDATES – НОМЕ CENTRES 


FELLOWSHIP EXAMINATION 


Edwarda, Н. C., Wembley. 
Frankland, W., Northfleet, Kent. 


Hosegood, С. J. E., Pinner, Middlesex. 


Hyde, W., Liverpool. 
Jenkin, F, A., London, 


тетен, W. G., Birmin 
ones, H. W., uec nar Staffs. 


McKenzie, R. J. H., Liverpool. 
Owen, W. H., Folkestone. 


Patterson, E. 5., Eastbourne. 
Simpson, J. W., Oldbury, Worcs. 
Weatherby, Т., Stockport, Cheshire. 


*Young, B. M., Birmingham. 


• The Lewton Coronation Prize in Management Accountancy, No candidate qualified for the Philips Electrical Prize. 
6r candidates sat. Of these, 13 candidates passed, 48 candidates failed. 


не К. K., Huddersfield, 


, С, Brighouse, Yorks, 
rooke, J. As ndon. 


xin С. T., Watford, Herts, 
Garrad, R. W., Eastbourne. 
Hanlon, D., Manchester. 
Hannaby, R., Liverpool. 
Mendham, A. C., London. 
Mitchell, W. J., Manchester. 


FINAL EXAMINATION 


PARTS A AND B 


First Place (S. Laurence Gill Prize) 
Weir, J. L., Manchester 


Parnall, J. B., Bolton. 
Platt, C. J., eet, Surrey. 
Price, J. G., Crawley, Sussex. 


Roberts, M., London. 
Ross, L. J., London. 
Rowson, E. B., Leek, Staffs. 


Shaw, J. C., Edinburgh. 
Spencer, А Bolton, 
Stein, J. F. . B., Edinburgh. 


Stevenson, C. R., Ilford, Essex. 


*Topham, E. Т., Stockport. 


Warren, К., DOES On ege 
Watson, H. ТА G 

Whalley, C. J., Dublin. | 
Wheatley, P. E., London. 
Winterburn, КУ ЈА. Edinburgh. 
Wood, К. F., Reading. 


Yates, E. О. + Stoke-on-Trent, 


93 candidates sat. Of these, 28 candidates (as listed above) passed А and B. то candidates passed Part A only. 24 candidates passed Part B only. 


Abell, D. E., Keighley. 
Aked, H. J., Nottingham. 
Atkin, J. T., Sheffield. 


Bail у; G. C., Nottingham. 

n, W. E., Menstrie, Clacks. 
Bank, "N. S Glasgow; 
Barley, M. уз Стоудоп. 


Barne BR. D., Box, Wilts. 
Barry, „St Helens, Lancs, 
Batty, J., 

Batty, a ull 


Buckingham, L. S., London. 
Butler, С. Т., Eastwood, Notts. 


Cameron, K. J. C., London. 
Chambers, A., T 


Chambers, R „ Stockport. Ы 
Chilton, D., o 
Clarke, I, R., East Kilbride, Lanarks. 


es failed to secura any pass. 


PART A (COMPLETING FINAL) . 


Collin, W. G., Edgware, Middlesex. 
Cornell, E. P., Sutton Coldfield. 
Coxon, G. Ar Stoke-on-Trent, 
Cusworth, J. 5 iNeweastle upon Tyne. 
Cuthbertson, C.H „ Kilmarnock, 


Dadds, D. R., Godmanchester, Hunts. · 


Dawson, E. C., Barnet, Herts. 
Dorning, R. Е., St Helens, Lancs, 


Ellis, D. G., Liverpool. 


Fowler, С. C., Thornton Heath, Surrey. 


Gibbe, J. A., Upminster, Essex. 
Gow, E., Glasgow. 
Grieve, A., Glasgow. 


Haines, А. Р., Rochester. 

Haines, B. V., Gloucester. 

Hale, P. J., London. 

Halliday, А. Е. Stetendgs, Herts. 
Hamer, Т. C., Birkenhead. 
Hamill, B i3 Lincs. 


Ноа Е. P ^, Welling, Kent. 


Horner, S. B., Wigan. 
Huddy, D. G.; London. 
Hudson, R. J., Lancaster, 
Ireland, N. C., Bath, 


Jones 6 B D Live: oi 
ones, С 
Jones, J. F., BAM Kent. 


| Kon, R tes, R. egens 


Каню, А. А., Oldham. 
Kitchen, R. b., Scawby, Lincs.- 


» Failaworth, Manchester. 
XN J. "R., South Shields 
Livesey, А., Stirling. 

Lomax 


, Accrington. 
Lo F. S., Sunderland. 
Lucas, L., London. 


McIntyre, К. P., Paisley. 
McKay, R., Glasgow. 
McWialte L., London. 


г, С. 
Massam, D. , Edgbasto 
Masters, А. rE, Theydo: onp Birmingham, Essex. 


.* Leverhulme Prize for Cost Accountancy (bracketed) 


264 
Matthews, J., Barrhead, Renfrews. 
Matthews, J. Н. R., Little Sutton,. 
Cheshire. 
Meulkens, J. W., London. 
Miller, D. ., Middlesbrough. 
Mitchell, A. D., Wembley. 
Mooney, J. Ф. ; Preston. 
ullins, R. O., Derby. 


Naylor, J. C., Liverpool. 

Needler, B L., London. 

Newey, P. M. ” Harrow. 

Newman, А. G., Northampton. 
Nicholson, G. È., ара 
Norwood, С. R., " Nottingham 


O'Connor, S., Kendal. 
Pascoe, R. E., Stanmore, Middlesex. 


Pearce, C. R., London. 
Pearson, G, А., Wolverhampton. 


· Rogers, P. S., 
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Phelan, V. C., Westbury-on-Trym. 
Pinchon, D. G., Southampton. 
Pinkney, G. C., Bradford. 


Pritchard, N, J., Airdrie. 
Proctor, K., Stockton-on-Tees. 


Randall, J. W., 

Richards, D. WD TEI erstead, Surrey. 

Richardson, C., Е, 

Rodger, Р. A., Newcastle upon Tyne. 
' Chirk, Denbs. ` 

Rousell, W. H., London. 


Scholey, 5s d temen. 
Scotton, P. dington, Middlesex. 
Sealey, 5. be Reda 

Shaw, H. Oldham. 

Shipley .W,, Retford, Notts. 
Smart, Ts Southampton, 


ailsworth, Manchester. 
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Stone, К. W., Watford, Herta. 
Street, E. W., Great Barr, Birmingham. 


Tee, S. J., Wellingborough. 
Thornley, F., Stalybridge, Cheshire. 
Townsend, Č., Hitchin, Herts. 
Turner, L. P., Bury St Edmunds. 
Twigg, B. Nottingham. 


Vincent, R. H., Hornchurch, Essex. 


Теза, Е., Middlesbrough. 
Wagh orn, С. А, London. 
Wain, G. 1., Addlestone, Surrey. 
Watkin, SE C. Wembley.. 
ey, J. %., erpoo 
Whitehead, H. W., Thornton Heath, 


tle, A А. i Coventry. 


Wilson, D BETTE : 
Worrall, R.C ., Slough, Bucks. 


+ Donald L. Moran Prixe for Management ~ Factory and Distribution. 
379 candidates sat. Of these, 121 candidates (as listed above) passed. 258 candidates failed. 


Barnsley, R. V. G., Stockport. 
Battle, Gl M., Ebbw Vale. 

` Binn , Stevenage. 
B ey, Wa. T., Kempston, Beds. 
Boden, G. A., Nottingham. 
Byres, G. W. HL, Edinburgh. 


Cassidy, M. R., Dublin. 

Chubb, A. С. Т. Teas ORE 
Corkery, EON Blackpoo 

Cowan, G. dicen ан Lothian. 
Craig, R., ‘London, 

Crisp, P., Chelmsford, Easex. 


Digby, L. E. W., London. 
Doyle, J. J., Dublin. 


Ferguson, Je, N., Edinburgh. 
, London. 
ти X E Northwich. 


Gardiner, H. D., Birchington. 
Gates, А. W., Ilkeston. 


Hardern, G. 5., Stockport. 
Harrison, B. A, Birmingham 
Hill, G. С., London, 

Hughes, G. G., Formby, Lance. 


Jackson, W. F., West Bromwich. 
ones, 8. А., Liverpool. 
огдап, М. Е., London, 


Kushner, G., London. 

Lewis, К. 5., Derby. 

Macbriar, I. J., Nottingham. 
McCully, B., Hull. 

McGavin, A. W., Grangemouth. 


., Manchester. 
Mason, C. b. Knaresboro h, EGRE 
Massey, E. А) Gillingham, 


PART B (COMPLETING FINAL) 


Mould, А, E., Tipton, Staffs. 


Page, D. W., Orpington, Kent. 

Реци, B. C., Cheltenham. 

Pimb d А B St Helens, Lancs, 
Preston, G. „ Hazel Grove, Cheshire. 


Shelbourn, R. H., Chichester. 
Stevenson, A. Spondon, Derbys. 
Swift, G. G. R., Prescot, Lancs. 


Thompson, W. D., Sunderland. 


Thorne, L. J., Cwmbran, Mon. 
Thow, G. L., Birming 
Tinkler, 6, W., Walsall. 


Tracey, J. B., Ewell, Surrey. 
Tuke, D. A., Dublin 


Wagstaff, E. Sheffield. 
Wheeler, T F., 1ши Bucks, 
White, J. F n Ilford, Essex 


77 candidates sat. Of these, 5r candidates (as listed above) passed. 26 candidates failed. 


Summary of Results -Home Candidates 


(Completing Pat A Pate Failed || Total 








FINAL 
Pass 
Final) 
FINAL 
Parts A & B 28 то 
Fovav Part A 
(Completing 
Fina  .. 121 








INTERMEDIATE 


Pass | Pass | Pass 
Parts І | Part I| Part II | Failed 
& II 


Total 























43 
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INTERMEDIATE 
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RECONSTRUCTIONS 
AND AMALGAMATIONS OF 
COMPANIES 


HE words ‘reconstruction’ and ‘amalgamation’ are’ well 

established in the jargon of company law. They occur in 

two different sections of the Companies Act, 1948, namely, 
Sections 208 and 319. They also occur in Section 55 of the 
Finance Act, 1927, which provides for certain relief to companies 
from ad valorem stamp duty on capital and on conveyances on 
sale. Finally they occur (in relation to companies) in Section 10 
(3) of the Trustee Act, 1925, where, it is interesting to note, they 
are contrasted not only with each other but also with — 

‘the sale of all or any part of the property and undertaking of 

the company to another company’. 

Each of the sections referred to applies equally to reconstruc- 
tions and amalgamations and consequently in construing those 
sections it is not necessary to distinguish between the two words. 
On the other harid; it is fairly clear that whenever one of those 
sections refers to ал amalgamation of a company, it contemplates 
amalgamation with one or more other companies. 

Section 208 of the Companies Act, 1948, is designed to simplify 
procedure where reconstruction or amalgamation is being carried 
out through the medium of a scheme under Section 206. Section 
319, on the other hand, deals with priority of debts in a winding- 
up. In the case of, inter alia, amounts due for National Insurance 
contributions, it gives priority only where the company is not 
being wound up voluntarily merely for the purposes of reconstruc- 
tion or of amalgamation with another company. 

This kind of provision often occurs in such documents as 
mortgages, debentures and leases entered into by companies. 
'There is frequently a stipulation, for instance, that a tenant- 
company shall forfeit the lease if it goes into liquidation, with a 
proviso that forfeiture will not occur where the winding-up is for 
the purpose of reconstruction or amalgamation. Reference to these 
two matters is often made in objects clauses also. Such documents 
sometimes refer to reconstruction without mentioning amalga- 
mation, and vice versa. Accordingly, it becomes necessary to 
distinguish between the two. 

In the first place, the strict view is that the two words are mutu- 
ally exclusive. Of course a particular amalgamation may involve a 
reconstruction of one of the companies concerned in it but such 
an amalgamation is more than a mere reconstruction. Again, it may 
be said — although there is perhaps a little less authority for this 
— that a reconstruction, properly so called, inevitably involves a 
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liquidation (although not necessarily immediate), 
_ while an amalgamation, although it may well also 
involve one or even more liquidations, may not 
necéssarily do so. The factor of liquidation is, 
of course, of special importance when tax reper- 
cussions are -being considered, particularly 
where it is desired to retain the benefit of the 
right to carry forward losses or accumulated 
capital allowances. 

It is not possible to define reconstruction with 
any precision, particularly as the methods for 
carrying it out are capable of wide variation. 
:Broadly speaking, however, it may be said that 
reconstruction involves the liquidation of an 
existing company, the transfer of, at any rate, the 
bulk of its existing assets (and usually its liabili- 
ties) to a new: company formed for the purpose, 
and a substantial identity between the share- 
holders of-the old and the new companies. 

Thus the mere reconstruction of the capital of 
an existing company, however drastic, does not 
constitute a reconstruction of the company itself; 
and still less does a mere compromise or arrange- 
ment with its creditors. Again, a company which 
sells its undertaking to a new company for a cash 
price and then distributes the cash proceeds 
among its shareholders in a winding-up, is not 
reconstructed; there is a mere sale rather than a 
reconstruction and the requirement as to sub- 
stantial identity between the bodies of share- 
holders in the old and new companies is not 
satisfied. 


Methods of Reconstruction 
Reconstruction can be carried out in one of the 
following ways: 

· (т) Sale of the undertaking by the liquidator 
under Section 287 (or 298). 

(2) Sale of the undertaking for shares in a new 
company, with subsequent winding-up, and 
distribution of the shares. 

(3) Exchange by members of their ‘shares for 
shares in a new company, with subsequent 
winding-up of the old company апа 
transfer of undertaking to the new com- 
pany. 

(4) Scheme of arrangement ies Section 206. 

АП methods necessarily involve a liquidation 
sooner or later, but only method (4) necessarily 
involves court proceedings. Each method has its 
advantages and disadvantages;. it need hardly be 
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said that the method chosen will depend on the 
circumstances. 


Reconstruction Under Section 287 

А reconstruction under Section 287 can be 
achieved simply by special resolution. The 
legislative predecessor of Section 287 was often 
used in the past to enlarge the objects of the com- 
pany without having to obtain the Court's sanc- 
tion. This device is unnecessary now that exten- 
sive powers of altering a company's objects by 
special resolution are available. 


'. Another object aimed at by schemes under 


Section 287 was to enable a company to obtain 
more capital ЈЕ was .common for a special 
resolution to provide that the members having 
fully-paid shares in the old company should have 
distributed to them partly-paid shares in the new 
company. The new company then made calls. The 
basis of distribution, of course, is that laid down in 
Section 302, namely, according to the rights and 
interests of the members. 

This does not mean that a shareholder could be 
forced to take partly-paid shares when he has 
not assented to the scheme. А member who does 
not vote in favour of the scheme has seven days, 
after the passing of the special resolution, in 
which to call upon the liquidator either to abstain 
from carrying the resolution into effect or to 
purchase his interest at a price to be agreed or 
to be determined by arbitration (Section 287 (3)). 
A member who dissents but does not exercise the 
rights laid down in Section 287 (3) loses all 


interest in the old company. The liquidator will | 


normally sell such member’s allocation of shares 
in the new company and hold the proceeds as 
assets in the winding-up. 

It is permissible for the shares in the new com- 


pany to be allotted directly to the members of : 
the old company. If the shares are only partly- ` 


paid, it would be unwise of the liquidator to take 
an allotment of them as he might then become 
personally liable for calls. 

If, within one year after the special ТРА 
under Section 287 has been passed, ап order is 
made to wind up the old company by or subject 
to the supervision of the Court, the special resolu- 
tion will be invalidated unless it is sanctioned by 
the Court. Such sanction cannot be given until 
the order has been made, but itis open to the 
old company to seek a winding-up order for the 

• 
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€ purpose of i the special resolution 
validated. 


Section 287 and the Rights of А Members · · 
The rights of members in relation to a Section 
287 scheme cannot be cut down by the memo- 
randum or by the articles; а fortiori the special 
resolution passed under Section 287 cannot 
itself cut down. the members’ rights under the 
section. As a corollary to these principles, it is 
not open to-a company, under powers purporting 
to, be granted by the memorandum and articles, 
to carry out a scheme on the lines of a Section 287 
scheme without complying with that section. 
Thus where a company, exercising powers granted 
by, из memorandum and articles, sought to carry 
out a scheme under which its undertaking was to 
ђе, sold to a new company for partly-paid shares 
to be issued to the members of the old company 
and the dissenting members were to be paid the 
proceeds of sale of the new shares rejected by 
them, the Court. held that the scheme was ultra 
vires in that while in substance it was a scheme 
within the then equivalent of Section 287, it 
deprived the dissenting members of the right to 
have the value of their interests valued by agree- 
ment or arbitration (Bisgood v. Henderson's 
Transvaal Estates Ltd ([1908] 1 Ch. 743)). 

A Section 287 scheme can give rise to diffi- 
culties: when there are two or more classes -of 
shares, since it may be impossible to determine 
how the different classes of shares are to be 
valued in relation to each other. The special 
resolution passed under the section cannot pro- 
vide for such matters. For example, when а 
company with preference and ordinary shares 
provided in its scheme for a new company to 
issue similar preference and ordinary shares in 
excliange for the existing ones, the scheme was 
held to be invalid on that account. 

It follows from what has been said about 
Bisgood v. Henderson's Transvaal Estates Ltd that 
the second method of reconstruction, i.e. sale 
of the undertaking for shares in a new company, 
followed by winding-up, may run the danger of 
attack as being invalid. Given that the company 
has power to sell its undertaking— which will 
depend upon consideration of its memorandum 
and of the existing circufnstances — the scheme 
will not fall within Section 287 provided that the 
company is not ‘proposed to be’ wound up. Thus 
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the old company can bécome a holding company 
for a time and then wind up, distributing in . 
specie its shareholdings in the new company. 

In the third method of reconstruction, the new 


“company first issues its shares to the members of 


the old company in return for their existing 
shares. Then, as the sole beneficial shareholder 
in the old company, it procures a winding-up of 
that company and a transfer of the undertaking 
to the new company. This ‘method does not fall 
within Section 287 even though the winding-up 
of the old company is contemplated, since it is 
no part of the scheme that there shall be a sale 
of the undertaking. 

Another advantage is that agreement among 
the shareholders is ensured before the fatal step 
of winding-up has to be taken. In this connec- 
tion, Section 209 is often of considerable utility. 
This is a long section which provides, broadly 
speaking, that a minority, holding not more than 
one-tenth of a class of shares, can be compelled 
to join in the transfer of the shares to the acquiring 
company subject, of course, to various safe-guards 
designed to protect the interests of that minority: 


UR) — Arrangement under Section 206 
Reconstructions are frequently carried out with 
the sanction of the Court under Section 206. 
It is a sine qua non of such a reconstruction that 
it should involve a compromise or arrangement 
between the company and its members or 
creditors, or any class of them. The scheme 
requires the consent of a majority in number 
representing three-quarters in value of the 
members or creditors present and voting at a 
meeting called for the purpose. If the Court's 
sanction is obtained, the scheme becomes binding 
on all the members of the class concerned, and 
on the liquidator and contributories if the com- 
pany is in liquidation. 

That a reconstruction can be carried out with 
the help of Section 206 is made perfectly clear 
by Section 208, which is-expressed to apply 
where a compromise or arrangement under 
Section 206 has been proposed – 

‘for the purposes of or in connection with a scheme 

for the reconstruction of any company or com- 

panies or the amalgamation of any two or more 
companies, and . . . under the scheme the whole 
or any part of the undertaking or the property of 
any company concerned in the scheme (in this 
section. referred to as “the transferor company") 
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‘is to be transferred to another company (in this 
section referred to as “the transferee company"). 
, - 


The object of Section 208 is to facilitate the 
proposed reconstruction or amalgamation. The 
Court sanctioning the Section 206 scheme can 
by order provide, inter alia, for the following: 

(1) the transfer of the whole or a part of the 
undertaking and of the property or liabili- 
ties of a transferor company to a tranateree 
company; 

(ii) the allotment or appropriation of ibus 
debentures or other interests in the trans- 
feree company; | 

(ii) the dissolution, without winding-up, of 
the transferor company; 

(iv) the provision to be made for persons 
dissenting from the scheme. 

Practically no limit is set to the complexity of 

a scheme under Section 206, provided that the 
scheme complies with that section and Section 
207, and that the Court is satisfied that the 
scheme is such that an intelligent and honest 
man would approve it. 
n 2k 

Amalgamation ог 
The word ‘amalgamation’ contemplates a transac- 
tion by which two companies аге Зо joined as to 
form a third entity, or one company is absorbed 
into and blended with another company.! 

In considering the word, it is useful to bear-in 
mind three aspects, namely: 

(a) the company as a separate legal persona; 

and 

(b) its undertaking; and 

(c) its shareholders. 

Without an Act of Parliament, two separate 
legal personae cannot strictly speaking be blended 
into one. The emphasis in amalgamation is on 
the blending of two or more company under- 
takings and two or more sets of shareholders. 

A mere blending of undertakings alone would 
not be an amalgamation of companies. Thus if 
company А. buys for cash the undertaking of 
company B. and amalgamates the two, and then 
company B. winds up and distributes the pro- 
ceeds among its shareholders, that is not an 
amalgamation of companies. If, however, the 
terms of the transaction provide for the issue of 
shares in company А. to company B., which 


1 Buckley on the Companies Acts, 12th edition, p. 589. 
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shares company B. then distributes among its 
own shareholders, that would be an amalgamation 
of the two companies, notwithstanding that com- 
pany B. was thereupon dissolved. The difference 
between an amalgamation of this type and a 
reconstruction lies in the fact that company А. 
was not formed merely for the purpose of 
acquiring company B.’s undertaking, but was 
already carrying on its own business. 

Sometimes an amalgamation of this kind will 
be carried out by the formation of a third com- 
pany, C., to which the undertakings of А. and B. 
are transferred, the shareholders in C., initially 
at any rate, being substantially identical with the 
shareholders of the two former companies. In 
all these cases there is a blending not only of 
undertakings but also of shareholders who are 
collectively, in one sense at any rate, the com- 
pany itself. 

Suppose now that company A. sells its indes 
taking to company B. for shares, but instead of 
winding up and distributing the shares, it con- 
tinues henceforth as a holding company; there 
are grounds for saying that this 18 not a true 
amalgamation. However, such an arrangement, 


-when carried out contemporaneously with other 


arrangements under which the vendor company 
became a subsidiary of a third company, was 
said by JENKINS, J., to be ‘exactly an amalgama- 
tion’ within the meaning of that word as it 
appeared in the objects clause of the vendor 
company's memorandum.* 

On the other hand, the phrase ‘amalgamation 
of the company with another company’ in Sec- 
tion 10 (3) of the Trustee Act, 1925, was held not 
to apply to the following scheme. The directors | 
of six electricity companies operating in adjacent 
areas promoted a scheme under which a holding 
company was to acquire the share capital (or 
not less than go per cent of it) of all the six and 
to issue its own shares in payment for it. The 
object was to control the policies of the six 
companies, to effect economies in administration,® 
and to widen the objects. 

Schemes of amalgamation, like schemes of 
reconstruction, may involve recourse to Sec- 
tions 206 and 208, or to Section 287. 


3 Re Eastern Telegraph Ltd ([1947] 2 All E.R. 104). 


* Re Walker’s Settlement ([1935] Ch. 567). Notwithstanding 
this decision, such a scheme would be ed an amalgama- 
tion of companies in normal parlance. 
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ROYAL COMMISSION REPORT — XIII 


Non-corporate Profits 
ARRYING on a business through the 
medium of a company brings not only 


\ limited liability but also, in the vast- 


majority of cases, the ability to accumulate re- 
serves free of surtax, subject to profits tax at 
a modest 24 per cent. Not unnaturally the Com- 
mission were asked to extend this tax privilege to 
individuals. There is, of course, a legislative 
precedent in the case of Lloyd's underwriters. 
The claim was pressed particularly on behalf of 
practising members of professions whose govern- 
ing bodies prohibit the carrying on of business 
in corporate form. The Law Society went even 
further by submitting a scheme under which 
profits retained in a 'capital replacement fund 
account’; or used to finance the firm's practice, 
would enjoy not only exemption from surtax but 
also deferment of payment of standard rate tax. 

The difficulties facing a young practitioner who 
hopes to save out of income sufficient capital to 
buy out a retiring partner are, of course, well 
known and understood. High taxation so reduces 
his drawings that there is said to be little left over 
from living expenses, especially where the pro- 
fession in question is such as to require private 
expenditure on a scale well above subsistence 
level. In many such cases relief from surtax only 
would be of little practical help. However, the 
Commission point out that any scheme on the 
above lines would mean a discrimination in favour 
of the persons benefiting from it. (The position 
of underwriters is entirely special) They also 
point out the practical difficulties facing the 
formulation of schemes, particularly the ‘policing’ 
of the reserves built up out of untaxed profits. 
In the end they come to the conclusion that there 
should be no change in the present law which 
taxes in full the profits of individuals and partner- 
ships, to income surtax as well as income tax. 
This will have been a disappointment to a great 
many professional men, but it is difficult to resist 
the logic of the Commission’s arguments. The 
added difficulty of saving up to buy a practice is 
only one of the many unfortunate concomitants 
of high progressive taxation. Until taxation in 
general is reduced, the problem may to some 
extent be solved by the inexorable workings of 


the law of supply and (effective) demand: retiring 
partners may be prepared to accept rather less 
for their shares than what they would in happier 
times have expected. Prolongation of а partner’s 
working life may not be such a bad thing. 


Codification and Consolidation 
‘We were at one’, say the Commission, ‘in starting 
our inquiry with an ardent desire to leave the 
structure and the conceptions of the tax simpler 
than we found them.’ However, faced with the 
history of the Codification Committee's nine 
years’ work on a codifying Bill, which never even 
reached Parliament, and faced also with the 
enormous increase in complexity since that Bill 
was compiled, the Commission feel unable to 
recommend any attempt at complete codification. 
They do suggest that whenever a substantial 
change is proposed in one branch of the law, the 


“opportunity should be taken to codify it. 


The interval between 1918 and 1952 is regarded 
as much too long for consolidation; ten years is 
considered to be more appropriate. So as not to 
loge the advantage of familiarity with the numbers 


-of more important sections, it is suggested that 


consolidation should avoid renumbering. 

Finally the Commission urge greater clarity 
arid concision in income tax legislation. They 
suggest the use of specific illustrations as part of 
the text (а somewhat dangerous device) and clear 
statements of principle rather than detailed 
attempts to cover all imaginable evasions of an 
unstated principle. We would respectfully endorse 
the request for greater clarity and concision. Some 


-idea of what can be achieved is indicated by 


Section 2 (7) of the Finance Act, 1955, which 
sets out the reduced rate reliefs in a far more 
intelligible and concise manner than hitherto. 


Residence 
Needless to say, the Royal Commission have not 
recommended any general abrogation of the 
principle that residents in the United Kingdom 
shall be taxable in respect of all their income, 
whether arising in the United Kingdom or out 
of it. The farthest they have gone in this direc- 
tion is to recommend that the profits made over- 
seas by certain resident companies should be 
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exempt. Accordingly, the question of what con- 
stitutes ‘residence’ for tax purposes will continue 
to be a problem. The statutory provisions on the 
subject are meagre and the Commission recom- 
mend that they be extended so as to produce 
more certainty and in particular to permit visitors 
from abroad to come here without running the 
risk of being held resident. 

Under the recommendation, residence would 
not be statutorily defined but fairly detailed rules 
would be laid down for determining what does, 
and what does not, constitute residence. The 
proposed rules to some extent follow the line of 
the printed leaflet issued by the Inland Revenue 
but deviate from it in.certain respects. In par- 
ticular, the fact that the taxpayer maintained an 
abode in this country would no longer have any 
special significance. Again, where it was estab- 
lished that a person was ordinarily resident, he 


nevertheless would not be resident for any year . 


unless either he is in the United Kingdom for 
not less than ninety-one days in the tax year, or 
such periods of that year as he has spent outside 
the United Kingdom are due to occasional or 
temporary absence. 

- Nationality does not in general affect liability’ to 
tax, but there is a curious provision in Section 
132 (2) of the Income Tax Act, 1952, which 
confers the advantage of the ‘remittance’ basis on 
a person who, being resident in the United 
Kingdom, is nevertheless not ordinarily resident 
there and is either a British subject or a citizen 
of the Republic of Ireland. The provision is 
confined to certain kinds of income arising abroad 
and is given regardless of nationality where the 
taxpayer is not domiciled in the United Kingdom. 
Not unnaturally the Commission do not see why 
the discrimination on grounds of nationality 
should be made, and they recommend its dis- 
continuance. They do not deal with the wider 
question whether residents in this country should 
in any case enjoy the remittance basis merely 
because they are not domiciled or not ordinarily 
resident here. 


Foreign Employment 
The Commission rightly criticize the present 
confused state of the law on the question of 
assessing income from foreign employments. In 
their view the most important test. of the locality 
of an employment is the place where its duties 
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are carried out, though this is the element to 


-which the Courts have given the least weight. 


Accordingly, they recommend that the place where 
the work is done should be the determining test 
except in the case of Crown service. The 
change would not apply to Crown servants. 

The sum total of the recommendations on 
foreign employments is as follows: 


(1) Abolish the existing category of ‘public 
offices or employments of profit within the 
United Kingdom. . . . There would then 
be one comprehensive category of income 
from office or employment (excluding 
Crown service). 


(2) Let the non-resident be taxed on the 
apportioned basis in respect of income from 
an office or employment which is partly 
performed in the United Kingdom: on the 
whole income if it arises from an employ- 
ment wholly performed in the United 
Kingdom: and let him be altogether exempt 

| in respect of the income from an employ- 
ment which is wholly performed outside 
the United Kingdom. | 


(3) Let the resident be taxed – 
(а) on the remittance basis in respect of 
income from an employment wholly 
performed outside the United Kingdom; 


(b) on the whole income in respect of 
income from an employment wholly 
performed within the United Kingdom; 


(c) оп the apportioned basis, if he is 
domiciled outside the United Kingdom, 
in respect of income from an employ- 
ment which is performed partly inside 
and partly outside the United Kingdom, 
the part of his income attributed to the 
work performed outside the United 
Kingdom being itself taxed on the re- 
mittance basis; 


(d) on the whole income, if he is domiciled 
in the United Kingdom, in respect of 
income from an employment which is 
performed partly inside and partly out- 
side the United Kingdom. 

This seems to promise a vast improvement. ` 


` (То be. concluded.) 
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LONDON HOUSE 
ACCOUNTANCY STUDENTS FROM OVERSEAS 


HEN a president of The Institute of ': 


Chartered Accountants in England and 

Wales assumes office, he accepts a num- 
ber of appointments which link the profession 
with important institutions and causes not, strictly 
speaking, within the professional sphere. One of 
the most rewarding and interesting of these is a 
seat on the council of the governors of London 
House, the headquarters of the Dominion 
Students’ Hall Trust, which is carrying on a 
work that grows in size and importance as time 
goes on, and has closer connections with the 
professions than its name implies. 

A good many years have passed since Disraeli 
said that London was a nation, not a city; and 
today he would be justified in describing it as 
the meeting-place of all nations. Anyone who 
passes at a rush hour through the streets between 
the City and Marble Arch must be aware of the 
enormous number of strangers within our gates, 
and wonder, not so much where they all come 
from, as where they all go to at the end of a 
day’s work. 


| Founding of the House 
Part of the answer to that last question is 
provided by the beautiful and impressive building 
in' Guilford Street known as London House. 
Here, 264 post-graduate students from overseas 
find a home and friends, and pursue their studies 
in conditions approximating as nearly as possible 
to the life of the great universities. Through the 
arched doorway the passer-by gets a glimpse of 
the splendid quadrangle, and the completed 
buildings on three sides include a magnificent 
dining-hall, a large and well-stocked library, a 
chapel, three common rooms, a cafeteria and 
snack bar, and a study-bedroom for each student. 
The House has its own sports clubs and debating 
society, and lectures are given from time to time 
by distinguished speakers. In fact, every side of 
life which a university touches is represented 
and enjoyed by the residents. 

The founding of London House in 1930 was 
due principally to one man, the late Mr F. C. 
Сооремоџен (chairman of Barclays Bank Ltd) 
and his friend, the Rrcur Hon. L. S. AMERY, 


who is still a governor. They saw that London was 
becoming more and more the Mecca of students 
who had graduated overseas and desired to com- 
plete their studies by taking special courses, 
doing research work, and familiarizing them- 
selves with the best practice in various fields of 
knowledge. They became deeply concerned for 
the welfare of these visitors from abroad, many 
of whom found themselves alone and friendless 
in the wilderness of a great city. They realized, 
on the one hand, the danger that these men would 
return to their homes embittered and disillusioned, 
and, on the other, they recognized that here was 
a wonderful opportunity to help and befriend 
individuals and, at the same time, to strengthen 
the links which bind Great Britain with the 
Commonwealth. 


Opening and Development 


Having enlisted the support of a number of 
public-spirited people, they formed a trust, 
which in due course purchased a strategic site in 
Bloomsbury, within easy reach of the University 
of London, the British Post-Graduate Medical 
Federation, a number of teaching hospitals, the 
British Museum and Public Record Office, and 
the headquarters of many professional bodies. 
A building on traditional academic lines was 
designed by the late Sm HERBERT BAKER arid in 
1937, two years after the founder’s death and 
during the chairmanship of his son, the late 
Sm Мпллам Сооремоџвн, Bt, the opening 
‘ceremony was performed by Her late Majesty 
Queen Mary. London House was launched, and 


‘though the outbreak of war two years. later 


arrested further development, it contributed its 
own valuable war work. During the war years, 
12,000 service men stayed there, at least one-third 
of whom came from the Dominions. 

By the time peace came again, the number of 
students waiting to come to London for their 
post-graduate studies was formidable, and the 
need of accommodation more pressing than ever. 
The governors therefore decided that the House 
must be completed as quickly as possible; early in 
1953 three sides of the building were ready for 
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occupation and it is hoped that it will be possible 
to complete the fourth when funds are available. 

Nor have married and women students been 
forgotten. It has happened from time to time in 
the past that men have refused scholarships which 
would take them to London for fear that their 
wives would be lonely and unhappy in a strange 


land. This obstacle has been temporarily overcome... 


by renting a number of flats for married couples un- 
til such time as married quarters are available. The 
Lord Mayor’s Thanksgiving Fund, raised after the 
end of the war, was devoted to a trust to provide 
accommodation for women students. The work of 
expansion and development is being continued 
under the chairmanship of Marshal of the Royal 
Air Force the Кіснт Hon. Viscount PORTAL OF 
HUNGERFORD, who became chairman in 1951, 
after the death of Sır WILLIAM GOODENOUGH. 
In 1949 "The Burn’, a large country house mid- 
way between Aberdeen and Dundee, was opened 
as a residence for overseas students. It is affiliated 
to London House, having been presented to the. 
governing body by the late Mr С. Н. RUSSELL, 
who gave a sum of money for its endowment. 
Residence here enables students to see somethi ut 
of country life in Scotland, and as it also: offers, 
accommodation to students from the Scottish: 
universities, it provides another common meeting. 
ground. Í 
Spirit of the House Би 
Bricks and mortar are, however, only the 
outward and visible signs of the spirit of London 
House, and of the real work that it does, and 
in which it is helped by the representatives of the 
professional bodies. Every traveller to another 
country acts to some extent as an ambassador 
when he returns to his own, and this is especially 
true of those who come from the countries of 
the Commonwealth to the land to which they 
are bound by ties so deep-rooted that they are 
often scarcely realized until called to the surface 
by some great event. What these people take 
back home with them depends on what they 
receive, and London House sees that.they receive 
the best and gain a real insight into the life and 
traditions of the United Kingdom. 

The principal faculties into which students 
can be divided are medicine, dentistry, law, 
accountancy and the arts, and to enable them to 
be given all possible help and guidance, London . 
House Association has been formed. It is com- 
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“posed of leading professional men who are ready 


to advise and give practical help to the students, 
and to ensure that they shall return imbued with 
the highest professional ideals and standards in 
applying the knowledge they have acquired. 

In this work, leading accountants take an 
active part and each year an accountants’ dinner 
is held at London House, when the post-graduate 
accountant students meet those who take an 
interest in their work and welfare. 


An Invisible Export . 
And the work of London House does not stop 
over here. It constitutes an invisible export of 
loyalty and goodwill which increases every year. 
In every city of any size in the Commonwealth 
there is a London House Committee, which helps 
in the selection of students and the arrangements 
for their studies. Old students keep in touch with 
each other and with London House through the 
branches of the London House Fellowship, now 
in existence all over the world, and each year 
they receive a magazine and an annual report of 
headquarters activities. Moreover, the Warden 
(BRIGADIER C. E. PEPPER, С.В.Е., р.5.0.) makes 
frequent tours overseas, visits old students and 
makes contact with new ones. In Sydney alone, 
there are now 326 former London House men, 


. and the younger generation is beginning to come 


along. Next year the son of one of the first 
residents is to follow in his father's footsteps, and 
in twenty years' time there will doubtless be a 
large number of sons and daughters of former 
students among the residents. 

To provide at a reasonable cost the accommoda- 
tion and amenities which we have described, 
involves London House at present in an annual 
loss equivalent to an ‘invisible scholarship’ of 
about {£50 a year to each resident. How, then, 
is it financed? The Warden's answer to that 
question is ‘Largely by faith’, and, indeed, from 
its. inception the whole scheme has been a great 
venture of faith, abundantly justifying the vision 
of the founders. It is the privilege of the profes- 
sions to share in the works by which that faith 18 
backed, and to have some part in a living, growing 
organization with no rivals, but many friends. 
The task is carried on фу all connected with the 
trust in the same spirit and with the same enthusi- 
asm as it was begun, and it remains a thrilling 
and inspiring one. 

* 
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THE CHAIRMAN 
OF A COMPANY MEETING- II 


HIS POWERS AND DUTIES 


by R. BUCHANAN-DUNLOP, B.A. 


The first article, pablished in last week's issue, dealt with the duties of the chairman 

of a company meeting; with particular reference to the amendment of resolutions. 

This second article is primarily concerned with the powers given to him to enable 
him to fulfil his duties. | 


N order to enable the chairman to fulfil his 

functions, a number of powers are given to 

him by statute, by the common law, or by the 
company’ 8 regulations. 


Power to Adjourn 


The first of these powers is that to adjourn the 
meeting: This is a common law power which is 
usually expressly given to the chairman by the 
company’s articles in a qualified form in that it 
requires the consent of the meeting for its exercise. 
This power does not, however, enable the chair- 
man to stop the meeting at his own will and 
pleasure before it has completed its business, and 
if he purports to do so, the meeting can appoint 
a mew chairman and.continue to complete the 
business. 

In National Dwellings Society v. Sykes! the 
chairman left the meeting with his followers and 
the remaining shareholders appointed a new 
chairman and continued the meeting. ‘The chair- 
man adopted a similar course in Oliver v. North 
Nuggetty Ajax Co? in Australia. There he 
declared the nominations of two persons for 
director as informal on the ground that on the 
nomination papers the name of the company. 
was wrongly stated. A shareholder moved that 
the meeting should disagree with the chairman's 
ruling but he would not receive the motion and 
shortly afterwards left the chair, some of the 
shareholders following him. 

The Court held that no shareholder is bound to 
stay any longer than he wishes and those who did 
stay continued to constitute the meeting and 
could deal with the business left undone. The 
meeting may appoint а new chairman even 
though the old chairman remains present? for he 
cannot be compelled to continue to act as such.* 


ee I PC ROSE НИ 
1 [1894] 3 Ch. 159; Catesby v. Burnett ([1916] 2 Ch. 325). . 
3 [1912] V.L.R. 416. 

з Melville v. Graham Yooll ([1936] S.L.T. Јо. 54),.. · 


In Canada, in Gray v. Yellowknife Gold Mines 
(Мо. 2) it was held that when, on a motion to 
adjourn, the chairman did nothing for thirty 
minutes, the meeting could appoint a new chair- 
man to continue the meeting. 


Right to Demand a Poll 


The second power, which is normally given to 
the chairman by the articles, is the right to 
demand a poll (see regulation «8 of Table A). 
This right is not, however, a personal right-to be 
exercised by him according to his fancy. It is 
given to him to enable him to fulfil his duty of 
ascertaining the sense of the meeting, and can 
only be exercised for that purpose.? -~ 

This principle underlies the exercise of all 
powers given to the chairman of a meeting. Thus, 
in regard to the power to adjourn, the chairman 
need not adjourn a meeting even if the meeting 
itself desires an adjournment.” but he must do so 
if an adjournment is necessary in order that any 
matter should be properly considered and the 
true sense of the meeting determined. ys 

The articles usually go on to provide that a poll 
should be taken in such manner as the chairman, 
directs (see regulation 59 of Table A). This does 
not enable him to enlarge the power of voting by 
allowing the members to vote by voting papers 
if these are not authorized by the articles,® but it 
does enable him to direct that the poll should be 
taken at once.? If, on the other hand, the articles. 


* Narayanan о. Kareswarar Mills Ltd (iosal I.L.R. (Mad.) 
218). 

5 [1946] O.W.N, 938. 

$ Second Consolidated Trust Ltd v. Ceylon Tea and Rubber 
Estates Ltd ([1943] 2 All E.R. 567). 


1 Salisbury Gold Mining Co v. Hathorn ([1897] А.С. E 
Parashuram. у. The Tata Industrial Bank Ltd ([1923 
LL.R. 47 (Bom.) 915). 

* McMillan v. Le Roi Mining Co Lid (1906). 1 Ch. 331). . 


* Re Chillington Iron Co ((1885) 29 Ch.D. 159). . 


. 274 


provide that a poll shall be held at such time and 
place to be fixed by the chairman, it has been 
held that it cannot then be held immediately. 
The Indian Courts do not follow this decision 
and have held that even in this case it can be held 
immediately.? 

Where the articles provided that the chairman 
should take the poll, it was held in India? that 
this gave him authority to delegate the ministerial . 
function of scrutinizing the votes to others. 
In Barber v. New Zealand Sounds Hydroelectric 
Concessions Ltd*, a poll was taken and the 
resolution carried; on the following day a share- 
holder wrote to the chairman saying that he 
thought he had made a mistake in voting. The 
chairman in consequence amended the voting 
paper after satisfying himself that the mistake was 
genuine, and declared the resolution negatived. 
The New Zealand Court held. that the chairman 
had no power to permit the amendment of a vote. 
once it had been cast. 


(2 


Power to Close Discussion 


The third power is a common law power which 

enables the chairman to declare the discussion ` 

on any matter closed. In Wall e. London ge 
Northern Assets Corpn. it was held that™a? 
shareholder is not entitled to speak as much as'he* 

pleases but has a right to be heard in reasonable 

terms for a reasonable time. The necessity for 

such a power is obvious, for otherwise a minority 

of shareholders might prevent the meeting from 

completing its business. 

The fourth power is not recognized by the: 
common law® but is almost invariably given to the 
chairman. by the articles. It is the power on an 
“equality of votes to exercise a casting vote (see 
regulation бо of Table A). This power can only be 
used to resolve a deadlock when the voting on a 
resolution is equal, and the chairman holds his 
casting vote not as chairman but as a member.® 
In Re Citizens Coal & Forwarding Co’ it was 
held in Canada that its existence was not an 
answer to an allegation that there was a deadlock 
in a petition to wind up the company. 


1 Re British Flax Producing Co Ltd ((1889) бо L.T. 215). 

* Liladhar Shamfi v. Rehmubhoy Allana ((1890) L.L.R. 15 
(Bom.) 164). 

з Parashuram v. The Tata Industrial Bank Ltd (supra.). 

4 [2927] N.Z.L.R. 589. 


s 141598] 2 Ch. 469; and see Parashuram о. The Tata 
ndustrial Bank (supra.). 
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Power to Close Discussion 


The fifth power given to the chairman by the 
Act, and usually extended by the articles, 18 the 
power in Section 141 to declare that a special 
or extraordinary resolution is carried on a show 


` of hands, such declaration being conclusive 


evidence of the fact without proof of the number 
or proportion of the votes in favour of or against 
the resolution. In most articles (see regulation 58 
of Table A) this power is extended to declarations 
that any resolution has on a show of hands been 
carried or carried unanimously, or by a particular 
majority, or lost. 

The meaning of this provision has come before 
the Courts on a number of occasions, and they 
have held that once the chairman has made such a 
declaration it can only be impeached if there 
has been fraud ог if it is wrong on its face. In 
other words, ‘conclusive evidence’ means evi- 
dence which is not to be displaced and is con- 
clusive as between the parties bound by the 
declaration. 

In Re Graham's Morocco? the chairman de- 
clared a resolution carried on a show of hands 
and it was discovered afterwards that two of the 
shareholders voting were not qualified. The 
Court held that as no poll had been demanded 
the declaration was conclusive. In that case, 
Lord President Clyde dissented and made a 
valiant attempt to limit the interpretation of the 
provision for, as he pointed out, it is not possible, 
as a rule, for a shareholder to discover at ónce 
whether or not a voter is qualified and, whereas 
it is proper that the number and proportion of ` 
votes should not be questioned after the meeting, 
it is extending the words of the section too far to 
make the declaration conclusive on questions of 
qualification and competency. One cannot help 
sympathizing with the Lord President's view but 
the Courts have always taken the other view, 
except in Victoria where they decided!^ that 
the declaration was conclusive evidence of the 
counting of votes but did not cover informality or 
irregularity in the meeting itself. 

As already stated, the declaration is not con- 
clusive if it is clearly wrong on its face. Thus in 
Re Caratal Mines 11477 the chairman declared: 





* Kerr v, John Mottram Ltd ([1940] Ch. 657); Re Hadleigh 

Castle Gold Mines Ltd ([1900] Ch. 419); Arnot v. United 
rican Lid ([1901] 1 Ch. 518); Re E. D. Sassoon 

United Mills ([1929] A: I.R. (Bom.) 38). 

9 [1932] S.C. 269. . 

Pid Fraser & Co Ltd, ex parte James ([1896] 22 V.L.R. 

395). 


11 [1902] 2 СЋ. 498. 
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‘those in favour 6, those against 23, but there are 

200 voting by proxy and I declare the resolution 

carried’. 
In Dhakeshwari Cotton Mills Ltd v. Neel Kamal 
Chakrabarti} the chairman, who was clearly not 
strong on mental arithmetic, declared on a 
special resolution '218 votes for 78 votes against, 
resolution carried’. In re Citizens Theatre Ltd? 
the chairman declared a resolution carried but it 
appeared from the record that no show of hands 
had in fact been taken. 


General Powers 


In addition to these specific powers, the chairman 
has a general power to decide all questions arising 
at the meeting and necessarily requiring a 
decision at the time, and the entry by him in the 
minute book of the company of the result of a 
poll or of his decision of all such questions, 
although not conclusive, is prima facie evidence 
of the result of the poll or of the correctness of his 
decision, and the onus of displacing this evidence 
is on those trying to impeach it.? 

The ruling of the chairman at one stage of a 
meeting is binding at a later stage even though 
he has retired and a successor has been appointed.* 
Often the articles contain a provision, such as 
regulation 66 of Table A, that no objection shall 
be taken to the validity of a vote except at the 
meeting, and in this case, in the absence of fraud, 
the chairman’s decision is final unless it is 
juestioned at the time. 

The chairman’s decision on any question 
properly decided by him is in the nature of a 
quasi-judicial act and if he acts without malice 
and in good faith he is protected from personal 
liability if his decision is made on mistaken 
grounds.5 


Presiding at own Election 


One of the many strange questions that arise 
with regard to the chairman of a meeting is 
whether or not he should remain in the chair 
when his own reappointment as a director is 





1 [1938] I.L.R. 1 Cal. до. 

з (1946] S.C. 14. 

3 Re Indian Zoedone Co nd. 25 Ch.D. 7o); Narayanan v. 
Kareswara Mills Ltd (supra); Australian Coal & Shale 
Employers! Federation o. Smith ([1938] 38 S.R. 48). 

i Narayanan о. Kareswara Mills Ltd (supra)). 

t Davieniere o. Debenham ([1895] F Sol. Jo. 782); Breay v. 


Browne ([1896] 41 Sol. Jo. 159 luechal & Smith v. 
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being considered. In Nagappa v. Madras Race 
Club® the Indian Court held that the maxim 
that a man cannot preside at his own election 
applied to company meetings and followed 
Fanagan v. Kiernan,’ a case concerned with the 
appointment of aldermen. In апарат case, 
the Court said that there was no more sacred 
maxim of our law than that no man should be a 
judge in his own cause, so that it is impossible 
for a Court of law to allow him to exercise the 
function of presiding at that election of which he 
could influence the result. | 

It will be seen from the above discussion of a 
chairman’s function that the position is not 
always an easy one to fill. He is on occasions 
required to possess unusual qualities of patience 
and impartiality, and to keep order in difficult 
circumstances. He must also be able to make 
rapid arithmetical calculations and answer legal 
questions of the greatest complexity. It is not 
surprising that sometimes he gives up and leaves 
the meeting or otherwise makes a decision that is 
questioned in the Courts. It is remarkable how 
acrimonious and heated a meeting can become, . 
though fortunately they rarely become as heated 
as the board meeting in Anderson v. James 
Sutherland (Peterhead) Ltd? where the managing 
director drew a revolver and seriously injured one 
director, wounded another and narrowly missed a 
third. The report does not state whether he was 
the chairman of the meeting, but his act was not 
one of the recognized ways of keeping order at, 
or.of imposing one's will on, a meetingl 

А body of shareholders was, however, success- 
full in imposing its will in a rather odd case 
decided in the Transvaal? The directors con- 
vened the annual general meeting of the company 
and hired a hall to seat 280. A resolution was 
proposed to remove four directors and those 
supporting this resolution arrived in force at an 
early hour with the result that the petitioner 
claimed that he and about 150 others could not 
gain access to the hall. In the result, the resolution 
was passed and the Court refused to set it aside 
for, it said, the duty of the directors was only to 
make reasonable provision to accommodate the 
members that could be expected to turn up. 


(Concluded.) 





* [1951] A.L.R. Mad. 831. 
7 (1881) L.R.Ir. 8 C.P. 44. 
* [1941] S.C. 203. 
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PROFESSIONAL GOODWILL: METHODS 
ОЕ VALUATION. AND PAYMENT — І 


Ђу Е. КЕММЕТН. WRIGHT, M.A., F.C.A. 


Introduction 
HERE has recently been a good deal of discus- 


sion about professional goodwill and nowadays: 


many changes аге being made in the ways in 
which it is treated. The object of this paper is to 
examine what is being done and to provide the materi- 
als for further study. The issues are real ones and wider 
than the title suggests: how the right people can be 
encouraged and helped to enter professional practice; 
how existing practitioners can provide against early 
death or retirement through ill-health; and how out- 
going partners can receive.due compensation for the 
goodwill which they themselves bought or built up, 
and be enabled to retire at a normal age. It sometimes 
seems that the professions — -skilled at advising others— 
have been backward in advising themselves and in 
seeking means whereby they can preserve mee 
assets and increase their security. 

2. It was clear at the outset that if this paper was 
to have any value it must be ‘based on evidence 
extending beyond my own experience and I sought 
factual information and opinions from a number ој 
friends in our profession. Their response was invalu- 
able. About fifty completed a detailed questionnaire 
setting out their own partnership arrangements and 
adding their views on a wide variety of relevant 
matters. I acknowledge gratefully the great advantage 
of their help. All sizes of firm, from the largest to the 
smallest, were represented in the replies caved 
and the balance was fairly held between London une 
the provinces. 

*3. The majority of the matters dealt with in this 
paper-are relevant to most independent professions, 
but naturally the approach has eid from the view- 
point of our own. | 

4. For my own opinions I claim no authority, they 
express no official view and I hope and expect that 
they will give rise to controversy. Í believe them to be 


true, but what I most wish to persuade you is that the 


subject itself is important and urgent for it is closely 
bound up with the. future of the independent pro- 
fession whether our own or another. 


Goodwill 


5. I had hoped to open this paper with the brave 
words ‘No definitions’, for it would have been 
pleasant to assume that we all know what professional 

goodwill means (and I use this phrase to cover its 
ade as well) so that we could have settled to dis- 
cussion without preliminaries. But I soon found that 


'The first part of an address delivered on July Irth at the 
summer ‘course of The Institute of Chartered Accountants 
in England and Wales, held at Christ Church, Oxford. 


the term nowadays covers a complex of ideas and i it is 


necessary to sort them out. 


6. To begin with, 
meaning of the benefit v an established connection, 
the expectation that customers will return to the old. 
firm, and in this sense its value must be linked with 
some concept of super-profit. Closely allied with this 
is the idea of an entrance fee: key money to gai 
admission to a desirable means of earning a living. 
Thirdly, it is in many cases an accepted tradition – a 
survival buoyed up by the vested interests of existing’ 
partners who, having themselves paid capital for their 
shares, not unnaturally wish to be paid out in the 
same coin. And finally, there is the widespread notion 
that goodwill is in some way tied up with the pro- 
vision for retirement – hence the growing practice 
of providing pensions or annuities for retired’ 
partners or their dependants instead of paying 
ee capital sums for the purchase of their ее 


7. For my purpose the value of ‘professional 
goodwill’ may be summed up quite simply: it is 
what one person will pay, and another accept, for an 
established connection. If.someone wishes. to enter 
practice the one thing he: must have-the only 
essential ~ із a client, more than one if possible. 
Clients are not easily come by, least of all by a 
beginner who may not have wide experience or a 
big circle of business acquaintances on whom to 
draw, and to start, with the benefit of an established 
connection is an advantage worth paying for. The 
reasons why the new-comer should wish to practise 
take two main forms: he may hope that by doing so 
he will earn more than would otherwise be possible: 
or he may be attracted to professional life Бу а 
number of compelling, if intangible, advantages: 


status, variety, independence, opportunity and so on. 


If it is money he is after, the payment he is prepared 
to make for goodwill will be the consideration for a 
super-profit, immediate or anticipated. Some believe 
this is the only true justification for purchasing good- 
will: others think that there are few better ways of 
laying out money than in acquiring a congenial way. 
of earning a reasonable, albeit modest, living. A 
practice transfer agent has told me that there are 
many accountants who are prepared to pay two, ог 
even three, years’ purchase of net profits for a 
practice which will only yield them, at the outset 
at least, what they are already earning as employees: 
and it is clear that professional goodwill still com- 
mands a considerable menetary value as an entrance 
fee, particularly in the smaller practices. We. may. 
disagree with the buyer or the seller, but we cannot 
argue with what actually goes on in the. market-place. 


* 


goodwill has its idis 
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Demand and Supply ` 
DEMAND a 


8.In valuing any asset one must consider the 
interplay of demand and supply. On the demand side 
three factors have been at work over the past twenty 
years which form the background to many of the 
See in the methods of dealing with goodwill 
which are now taking place: the counter-attractions 
of other means of earning a living, the incidence of 
taxation, and the availability of the purchase money. 
The first two hit particularly at the super-profit 
aspect of professional goodwill. No categoric state- 
ment can be made about the relative earning powers, 
in practice and in industry, of accountants of compar- 
able standing and ability, but it is evident that the 
differential in favour of the accountant in practice 
is much less than it used to be. If, indeed, the 
differential is still in his favour: próbably many 
accountants would be able to earn a much larger 
reward if they left practice and went into industry. 
Be that as' it may, it will be agreed that there is 
comparatively less jam on the bread of the practising 
accountant than there used to be and the value of that 
jàm as 'super-profit' is further reduced by the in- 
cidence of progressive taxation. Accountants in 
industry, of course, are not unaware of the existence 
of progressive taxation, but they have been able to 
find a number of ways of taking avoiding action 
which are not open to their professional advisers — 
pension schemes (top-hat and otherwise), provident 
funds, expense allowances, provision of cars, 
luncheon facilities and other benefits. Even those of 
you who think the colours of my picture ‘are too 
sharp and bright will agree that, from the demand 
side, the monetary advantages of professional good- 
will have suffered a decline. And coupled with this is 
the fact that the value of capital has increased 
greatly in relation to the value of income and that 
capital is becoming more and more a scarce com- 
modity. 

9. It is difficult to judge what weight should be 
given to these material disadvantages of entering 
professional practice and how far they are offset by 
the intangible advantages. I asked my correspondents 
Whether they thought the cost of entering the 
profession had prevented any significant number of 
accountants from entering practice. Тће answers 
weré inconclusive and views about equally divided. 
It was generally agreed that there was little concrete 
evidence and one or two suggestions were made that 
some people had persuaded themselves, in retrospect, 
that this was their reason for going into industry. 
But on balance the replies: of those who feel that 
financial considerations were deterring new recruits 
were much more emphatic than the others; one firm 
reported that the offer of a partnership hàd been 
turned down on these grounds; a large firm said that 
not one of its present articled clerks intends to 
remain in the profession, and thé reply of another 
large firm is worth.quoting: ` E e 

“Yes, undoubtedly а large number of the most 
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promising members of the profession go straight into 
. commerce because they cannot face the long years of: | 
(a) Finding cash capital out of taxed income; 
(b) Paying for goodwill out of taxed income; and 
(c) The absence of a pension. ` T 
Concrete evidence is obvious from the observations 
of a Jarge number of people who, having qualified 
with the firm or having served it for a period of 
‘two or three years, leave to take up commercial 
appointments.’ 
то. Without further evidence the case cannot be 
regarded as proven or. otherwise, but it is clear that 
the cumulative effect of the factors mentioried has 
been a weakening of demand and although there are 
undoubtedly many who would like to enter partner- 
ship they are only able and willing to do so on terms · 
and conditions more favourable-to the. entrant than 
they used to be. 
SUPPLY . : | 
тт..Оп the supply side there are few special 
factors having a material influence on the value of 
goodwill. Practitioners grow old, and lóok to arrange- 
ments for the continuance of their practices. Probably 
inability to sell their practice for a sum which would 
cover the needs of their old age, or the absence of a 
pension, forces some professional men to continue 
beyond the time at which they would normally have 
liked to retire, and thus reduces supply. The amount 
of ‘partners’ work’ is continuously increasing. The 
supply. position seems to be one of steady, normal 
expansion. Many firms, I suspect, are. watching 
juhior members of their staffs for potential partners 
rather more carefully than they used to, and are 
concerned at the way in which first-class men (and 
second- and third-class men too) go into industry 
within а. short time of qualifying without’ really 
considering the profession as a permanent career. 
But there 1s no evidence of any excess of supply over 
demand: on the contrary. The practice. transfer 
agent with whom I discussed the matter was em- 
phatic on this point: an analysis of the advertisements 
for partnerships and .practices in the professional 
periodicals leads to the same conclusion. : 
12. To sum up-there are still many who, for 
financial or:other reasons, wish to become profes- 
sional men. To such people the advantage of acquiring 
an existing: Боа is considerable because, owing 
to prohibition on advertising, the continuing nature 
of much accountancy work and so on, it is difficult 
to set up in practice without the benefit of ап ев- 
tablished connection. The price which they are 
prepared to pay has been. reduced because of the 
improvement in the rewards offered by other occupa- 
tions and the form in which they are prepared to make 
the payment has been altered for fiscal and financial 
reasons. On the other side the supply of shares in 
practices is limited: not least because many account- 
ants appear able.and willing to continue working 
béyond .normal retirement age. Moreover, in ad- 
mitting. a new partner, considerations „other than 
finance -normally carry. the greater weight. His 
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personality and ability, family relationships, his 
standing with the firm’s clients and so on count 
for much more than his capacity to pay a certain 
sum in a certain way. The open market is further 
restricted because the majority of partriership 
changes take the form of the admission of a senior 
da or of a member of the family — a partnership is a 
very personal relationship and most professional 
men hesitate to join with anyone with whom they 
have not had a close association over a number of 
years. We cannot, therefore, expect to find the 
value of goodwill determined by any clear-cut 
balance between supply and demand. The market is 
inevitably vague and ill-defined.. 


Methods of Dealing with Goodwill 


13. At the present time goodwill is valued and paid 
for in such an infinite variety of ways that it is not 
possible to make any logical analysis or summary. 
The most significant distinction that can be drawn 
is between the capital basis and the annuity basis. 
By the capital basis is meant the traditional method of 
valuing goodwill at a given number of years’ purchase 
of profits or of fees or even at an arbitrary figure: the 
price thus ascertained being then discharged by a 
single outright payment or by instalments over a 
number of years, with or without interest. The 
expression ‘annuity basis’ covers the various forms of 
annuities, ‘pensions’, retiring allowances, or con- 


sultants’ fees which are becoming increasingly : 


important. The lump sum which is paid on the first 
basis is capital in the hands of both the vendor;and 
the purchaser. The annuities etc. are charges on the 
income, or expenses payable out of the profits, of the 
purchaser, and income in the hands of the vendor. 

14. Where the annuity basis is used it is possible to 
work backwards and to capitalize the value of the 
annuity or similar rights and thus ascertain the capital 
value of the goodwill. To do this would call for help 
from an actuary and is of academic interest except 
where estate duty is involved, and then the Estate 
Duty Office will do the job: with or without the help 
of the executors! In surprisingly few cases one finds 
what would seem to be the most logical method — 
the ascertainment.of the value of the goodwill, and 
the translation of that value into an annuity. More 
often there is a refusal to recognize any formal 
relationship between goodwill — which is expressed as 
being vested in the partners of the firm for the time 
being, or is ignored — and the income rights of the 
outgoing partner which are derived from a new set 
of contractual relationships established by the 
partnership deed. And it should be noted that the 
annuity basis sets out to do more than provide a 
mere substitute for the value of goodwill. 

15. Secondary distinctions can be drawn between 
methods used for the purchase and sale of whole 
practices, as compared with shares in partnerships, 
and between the treatment of incoming partners who 
have already close associations with the firm, whether 
as employees or through family relationships, and 
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pis from outside. Sometimes there are differences 
etween the procedure adopted when a new pártner 
is introduced and that used when existing partners 
increase their shares. 

16. Тће information given in the following para- 
graphs is drawn from four main sources: from 
advertisements in Taxation during 1954, from parti- 
culars given by a practice transfer agent, from the 
few articles on the subject which have appeared in the 
professional Press, and from the replies to tbe 
questionnaire I circulated. : 

17. These replies give a clear idea of the bases of 
valuation of goodwill which are at present being used 
for incoming partners or for changes in the shares 
of existing partnets and аге worth analysing in 
detail: fifty-one firms answered as follows: 

(a) Firms on some form of annuity basis (sometimes 

coupled with a nominal valuation of goodwill) 16 

(b) Firms in which the goodwill is vested in the ` 

founders of the firm or their descendants . 4 
(c) Firms adopting a fixed figure, usually arbitrary 
and sometimes subject to revision at periodic 
intervals 5 
(d) Firm valuing goodwill at it years’ purchase of 
ees I 
(e) uer valuing goodwill at a number of years | 
of net profits: 
E One year 5 
Опе d a half years V i 
One and three-quarter years 
Two years ss 
Two and one-third years 
Two and a half years .. 
Three years 


|рнвомвљ. 


(f) Firms valuing goodwill at а number of years’ 
purchase of ан 
Two years И 2 
Three years I 
aro. 
(g) Firm valuing g goodwill at two years’ purchase of 
rofits coupled with an annuity 1 
(А) Pirm adopting a ‘nil’ valuation, without at the 
same time having some annuity system E 1 


s 


18. Of the firms using some form of ‘years’ 
purchase' basis several made it clear that no actual 
partnership change had taken place for many years 
past, and others said that a change-over to an income 
basis was under consideration. It is probably fair to 
say that of those firms who replied to my inquiries 
and who transfer goodwil at arm's length, only 
about one-half are still wedded to the traditional 


basis of valuation by reference to a number of years' 


purchase of profits or of fees. It is doubtful whether 
this is yet characteristic of the whole profession — 
change comes slowly and I would guess that a 
substantial majority of firms still adhere to the 
traditional basis. At the same time it is clear that the 
momentum of change is accelerating. 


The Capital Basis 
PURCHASE OF PRACTICES • 
19. There is an active demand for the purchase of 
complete practices, and also of individual audits or 
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blocks of audits, and in such cases goodwill is usually - 
‘dealt with on the capital basis. The reason is evident: - 
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be likely to disappear quickly and to be absorbed 
by his clerks or competitors. 


‚where a new man of untried worth takes over the ` 


Џ 


vendor cannot be confident that annuity payments ` 


will be regularly made. The incoming practitioner 


may, with or without justice, be disappointed with ' 


‚his investment. He may not have the personality or 


ability to hold the practice together or unexpected 
difficulties may arise of which neither party had an 
inkling when 
single lump-sum payment and – let the buyer beware! 

20. The commonest basis of valuation is two years’ 
purchase of gross fees but this will be subject to a 
number of factors of which the most important is the 
‘likelihood that the practice will hold together. One 
would expect less to be paid if the vendor was a 
‘first-class man, and more if he was second rate, 
since in the latter case there would be more oppor- 
Itunity for building up the practice. The nature of the 
work is also relevant - a practice which had a lot of 
clients who were charged ten or twenty guineas each 
would not be popular because usually the amount 
of work involved would be quite incommensurate 
with the profit. At the same time jobs of {150 or 
more would be regarded with mistrust as their loss . 
would be serious. Generally speaking, practices 
consisting of recurring work -bringing in between 
thirty and fifty guineas per account are thought the * 
best. The payment of two years’ purchase of gross feea 
‘cannot, of course, be regarded as a purchase of 
goodwill in any real super-profit sense. 


21. A large part of the demand for the outright 
purchase of practices and audits comes, not from 
new practitioners, but from established firms who 
wish to expand. It is astonishing that anyone should 
be prepared to pay [2,000 for a practice bringing in 
£1,000 gross a year. Assuming a profit ratio of 50 
per cent (which would not be unduly high in a small 
practice in which the principal did most of the work), 
the net profit, after deducting interest at 5 per cent 
on the purchase price and ignoring interest on 
working capital, would only be £400 a year subject 
to tax, and it would take a long time to amortise the 
original purchase price. I can only conclude that the 
purchasers feel tm they are acqui an asset 
which does not require amortisation aa that they 
are confident of their ability to expand the practice 
and are prepared to pay key money in order to make 
a Бері thus avoiding a great deal of wasted 
time. I also recognize that often, particularly where 
branch offices are concerned, great economies of 
overheads can be derived from adding further work 
to an existing nucleus. It is unfortunate that, in a 
profession in which it is difficult enough to start 
from scratch, a new-comer should find himself faced 
in this way with competition from established firms. 
; 22. A sole practitioner who wishes to sell his 
practice, either to retire or to take up some other 
occupation, would probably have little difficulty in 
finding a buyer. But if it is left until after his death 
realization would be difficult for his goodwill would 


e purchase was made. It is a case for a ` 


PURCHASE OF SHARES IN PARTNERSHIPS 
23. When we turn from the purchase of practices 
_to the purchase of shares in partnerships, the basis of 
‘valuation changes from a number of years’ purchase 
of gross fees to either a number of years’ purchase of 
net profits or to some form of annuity basis. When 
buying a practice outright the purchaser is interested 


` primarily in the fees – he may intend to do the work 


himself, or to combine it with an existing practice, 
and the expenses will be his own affair and largely 
within his own control. Where a share is bought, 
on the other hand, the purchaser is buying a place in 
„ап existing organization: he will no longer have the 
sole decision as to how it is to be run and his main 
'concern will be with the net income he can expect. 

24. When the purchase and sale takes place 
between strangers brought together by an advertise- 
ment or an agent, the basis of valuation is normally 
‘three years’ purchase of the net profits. It is not, of 

“course, simply a matter of money – ће admitting 
firm will usually have many conditions which they 
-wish fulfilled before taking in a new partner — ability, 
personality, education, religion, politics and existing 
‘connections ~ but provided these are all satisfied 1 
am told that the figures usually work out very 
“Closely to three years’ purchase. Rather surprisingly, 
‘the size of the share which is offered does not affect 
е price materially: one would have thought the 
‘Offer of a share bringing in £2,000 had a much 
“greater goodwill content than one bringing in only 
- £750. 

25. The terms of purchase are normally more 
favourable to the incoming partner where he has 
already close connections with the firm; the existing 
partners obviously prefer to take in a suitable senior 

“clerk, rather than to introduce an outsider. They 
will already know him well and will have been able 
to make up their minds that he is the sort of person 
‘with whom they can work in partnership: he will 
know, and be known by, the clients, and often some 
part of the firm’s goodwill will attach to him person- 
ally. Rather similar considerations will apply where 

-existing partners increase their shares. — · 

26. I have not obtained many particulars of the 
way in which the profits, on which the number of 
years' purchase are based, are arrived at. Usually 
they are after charging interest on capital: in one case 
directors' fees were specifically excluded and in 
another the profits were described as ‘net maintain- 

able revenue’. It is not customary to make the pains- 
taking adjustments for exceptional or non-recurring 
items which would be taken into account in arriving 
at commercial goodwill or in making adjustments of 
profits for prospectus purposes. In view of the 
decline of the relative importance of recurring bread 
and butter audit and registration work, I imagine 
that the exceptional and non-recurring now forms 
part of the staple of the profits of most practices! 
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. 27. There is little evidence that one set of terms 
applies to existing partners acquiring ‘additional 
shares and another to incoming partners. One firm 
which charges two years’ purchase of net profits 
considers this figure very low for an outsider and 
states that the figure is on the assumption that the 
purchaser has had a hand in building up the goodwill. 
А contrary view is expressed by another firm which 
thinks (although it does not apply it in practice) 
that a higher price should be charged for additional 
shares after the first on the grounds that a large part 
of the first bite is no more than the purchase of the 
incoming partner's basic earning power which he 
could enjoy in any case without paying for itl 
28. As will be seen from the analysis given earlier, 
only three firms adopt the super-profits basis which 
might be expected to’ ђе the, most popular with 
accountants. 'wenty use a given number of years’ 
‘purchase of net profits and of these ten take two 


years — the ae hted average is 1:99 years’ purchase. - 


29. Ina few (apart from those on the annuity 
basis): goodwill has been capitalized at a notional 
figure and it is not intended to make any future 
change in the amount at which it is shown in the 
accounts. One large firm has adopted the nominal 
figure of £1,000, another has adopted one year’s 
purchase of the immediate post-war profits; The 
reason for thie treatment was not always expediency: 
some practitioners believe that goodwill is always 
‘vested in the firm’ — that the firm is greater than the 
individual partners who are mere incidents in. itg 
history, and that they have no right to buy and sell 
their firm's goodwill and should not be enabled to 
make profits, or losses, in dealing in it with their 
partners. This view is unaffected: by whether or not 
the firm is on the annuity basis, It is an interesting 
approach.. 

30. The arrangements made for paying goodwill 
are-as varied as the bases of valuation themselves, 
In six instances the payment is to-be made at once 
in a single sum, but more usually provision is made 
for instalments. One firm which uses the two yéars’. 
purchase of net profits basis provides for payment by 
fifteen equal annual instalments free of interest: the 


` © same firm provided that an outgoing partner should 


be paid one-half of what he was entitled to at once, 
with the balance by. equal instalments over the 
succeeding nine years во that there would evidently: 
be а ‘gap. between payments and receipts to be 


financed by other means. Two firms provided for 


payments over ten years, one with. interest at 5 per 
cent and one at 4 per cent. Six allowed for payments 
over five years and in many cases there was evidence 
of -flexibility. Only one firm provided specifically- 
that the payments could be made out of fumes profits. 


The Annuity Basis , 
FORM bem 
:31. The term ‘annuity basis’ covers the various 
arrangements whereby incoming or continuing 
partners acquire the share in the partnership pre- 
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viously enjoyed by a reüring or eiie partner 
without specifically. paying for goodwill, -but at the 
same time undertake to make.a series of income 
payments to him or to his nominees. Јп the. majority 
of cases the consideration доев. пої: also cover the 
outgoing partner’s capital, which is-repaid in the 
normal way: there is no reason, however, why it 
should not do so if such a drastic arrangement is 
agreed upon. 

32. Where an annuity basis 18 adopted the partner-. 
ship deed normally provides that on the death or 
retirement of a partner his share of the goodwill 
shall accrue to and become vested in the continuing 
partners. This is sometimes described as ‘ 
the goodwill in the firm’, a.convenient abbreviation, 
although strictly speaking inaccurate since a firm 
has no corporate entity: nothing vests in the firm, 
only in the partners of the firm. Similarly one some- 
times hears that a firm has ‘abolished goodwill’ — 
an operation as difficult as ridding oneself of one’s 
shadow! The annuities or other income. payments. 
would be provided for by separate, independent 
clauses in the deed. Usually the only. circumstances 
in which goodwill would have to be valued, or. 
individual partners would: have a practical interest іп 
it, would be on a dissolution when it would have to 
be valued in some way. ж: 


OBJECTS 

33. The two main advantages which the annuity 
systems are designed to obtain are that, on the one 
hand, incoming or continuing partners should be 
able to acquire their interest in the firm without 
having to find a substantial sum of r money in the form 
of capital, whilst, on the other, the outgoing partners, 
or their nominees, sliould receive something of the 
nature of a pension. These advantages are all the 
greater where the incomes of continuing partners 
exceed those of outgoing partners or their dependants 
so that savings of income tax and surtax can be 
effected. Secondary advantages are that they usually 
provide for a measure of security for dépendants of a 
fasi er, and that they may reduce estate duty 
bilities. These four advantages are now Ини in 


P Ап alternative 10. а capital payment 

34. The outstanding advantage of the de 
basis is that it enables payment for goodwill to:be 
made, in the jargon of the times, in the soft currency 
of income rather than in the hard currency of capital: 
It is not necessary.to emphasize the difficulty which 
faces an incoming or continuing: partner who has 
to find capital to pay for the share of goodwill: which 
he acquires. He will in any event have to provide his 
share of the working capital which, as will Бе shown 
later, may well amount to not less than the equivalent 
of his annual share of the profits. If a further two 
years’ purchase of those profits is also needed for 
goodwill the burden. will*often be too great to-bear: 
A man of 35, for example, who has the ability : tò 
earn £1,750 a je in industry: is. hardly likely to be 
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attracted by the opportunity of earning £2,500 a year 
in the profession if to do so he has to put up £7,500 
in cash – [2,500 as working capital and £5,000 as 

'goodwill. He would (if married with two children) 
ieu be about £229 a year better off: 








Income Income 
in as 
industry partner 
QU CRI 
Gross income .. . 1,750 2,500 
Less Interest £7,500 at 5 per cent — 375 
1,750 2,125 
' Income tax and surtax, say .. 331 477 
^. Net income 1,419 £1,648 





This would be a small surplus out of which to make 


| provision for the amortisation of the moneys pro- 
! vided, Бу borrowing or otherwise, to pay for his 
‘share in the partnership goodwill; and even this 
surplus would be reduced if he has had to take out a 
life policy as security for the amount borrowed. 
35. If it were possible to borrow the money on 
: terms not requiring repayment to be made at 
regular intervals and also it was certain that in due 
course the incoming partner would be able to resell 
| his share for a capital payment, many difficulties 
would be overcome. But today these conditions are 
not fulfilled: it is not possible to borrow without 
undertaking to amortise the debt, and no partner 
who now purchases goodwill for a capital sum can be 
' confident that he will in his turn receive a capital 
| sum when he leaves the firm: he can only prudently 
‚ deal with it on the basis that it is a wasting.asset. . 
36. A typical alternative to the capital payment of 
£5,000 for goodwill in the above example would be'the 
payment of a life annuity of, say, two-fifths of the out- 
going partner’s share of profits ог, say, £1,000 a year, 
| with a guaranteed: payment to the retired partner or 


| his dependants for a minimum period of seven years. 


The incoming partner would thus be left (after - 


providing for interest on the £2,500 working capital 
he would have to put up) with only £1,375 a year 
gross'or {1,168 net— £251 a year less than his 
–— net equivalent of £1,750. He would, how- 
ever, have acquired the reversion to an annual 
income or £2,500 (£1,826 net) without having to 
find £5,000 for goodwill. This example shows that 
even on the annuity basis the new partner is not 
feather-bedded. In practice, of course, it is unusual 
for the share of a retiring partner to be specifically 


; taken up by an incoming partner. It is more often 
; thrown into a melting-pot and the shares of the 
, remaining partners, and of any incoming partners, 


are all charged with the payment of the annuity: 


(zz) Pensions 
37. The advantage of the aniy basis as an 


, alternative to a capital payment lies with the incoming 


partner: its use as an altefhative to a pension is its 
main attraction for the ошротр partner. 

: 38. Sometimes a practitioner may invest his 
savings in the purchase of goodwill partly in the 
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expectation that in due course he will be able to 
resell and thus have funds available to provide for 
his retirement. Apart from this, however, there is 
no logical connection between goodwill and ‘pensions. 
One firm, not in our profession, uses a capital basis 
for dealing with goodwill and also provides annuities. 
The link which is being forged between the two by 
the annuity basis, however, makes some amplification 
desirable. Goodwill is something which a practitioner 
may, or may not, have bought and which may or 
may not have a saleable value when he retires or dies. 
It is in по sense deferred remuneration: it does not 
operate to spread the earning power of the working 
life over a longer period. Goodwill may, indeed, be 
created after only a few years’ work and in the 
commercial field it is not uncommon to find an 
individual creating and selling goodwill · on ‘several 
separate occasions. 


39. The annuity basis is a bargain mutually 
agreed upon by the partners to which incoming 
partners are joined when they enter the firm. An 
ordinary contract is made and the mutual covenants 
entered into provide sufficient consideration. If at 
the same time it is agreed that no payments should be 
made for goodwill, that is a separate, albeit allied, 
matter. 

40. The deselopingnt of pensions schemes lias been 
80 rapid, general and recent that it takes an effort to 
remember that the normal way of providing for 
rétirement until 1939 was by savings out of current 
income. For professional men this was conveniently 
reinforced where they were able to sell their good will 
on retirement: they could use the proceeds to buy 
an annuity or invest them to produce a recurring 
income. In many ways they were in an advantageous 
position compared with employed persons, especially 
when such persons were not able to join pension. 
schemes, 

41. Today the position has been radically altered: 
to the. disadvantage of the self-employed. The 
attempt to save for old age out of current income has. 
been largely frustrated by the rise in taxation and 
whilst this has affected employed and self-employed. 
alike the majority of the former class have been able 
to side-step the disadvantage by membership of 
approved pensions schemes. For persons in the 
higher income groups the fiscal advantages of pen- 
sions schemes are very great and the disadvantage 
suffered by professional men through being excluded. 
from-such schemes has been correspondingly serious.. 

42. By offering practitioners a substitute for a. 
pension the annuity basis goes a long way, therefore, 
to restore them to parity with their colleagues in, 
industry and commerce. ЈЕ should be noted that this. 
great advantage of the new annuity methods - is. 
mainly a consequence of our tax laws which have 
prevented the self-employed from making provision 
for their retirement out'of their gross incomes.. To- 
the extent, therefore, that these disabilities may ђе 
removed by the implementation of the recommenda-. 
tions of the Tucker Committee on retirement 
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benefits, I should expect to find that the importance 
and popularity of the annuity methods will decline. 
They will still be useful for dealing with goodwill, 
and they will still provide an effective means of 
providing for an income for retirement, but they will 
no longer be indispensable so far as pensions are 
concerned: an alternative way will be available for 
obtaining this advantage. 

(iii) Security for dependants 

43. The third advantage which I have listed, the 
provision of security for dependants in the event of 
death before, or shortly after, retirement, is one to 
which professional men might devote more attention. 
It is a neglected subject in most partnership arrange- 
ments and too much is left to the good intentions, 
often vague, of the surviving partners. If the profes- 
sions are to be as attractive as industry or commerce — 
and that is one of the underlying themes of this 
paper – they should provide security for dependants 
in cases of misfortune. The capital sum payable 
for goodwill on the traditional basis is not enough -. 
` the young widow of a partner earning £2,000 a year 
would not get very far with a lump sum of £4,000:. 
And yet with four or five partners in the firm the 
provision of an annuity of [1,000 until the children's 
education was finished and £750 thereafter, would 
not impose an intolerable burden. The risk would be 
reasonably remote and would not be expensive to 
insure: with a larger firm insurance would be unre 
necessary. What із not justifiable is that the decisio.. 
should be left until after the contingency has occurred: ! 
it should be a bargain agreed upon by the partners in 
advance. 

44. The provision of security for dependants is 
remote from the subject of goodwill. I mention it 
because it forms an element in most annuity arrange- 
ments. It can equally well be introduced into, 
partnerships which remain on the capital basis for it is 
not tied to goodwill in any way: the mutual covenants 
are the consideration. It takes infinite forms which 
cannot be enlarged upon here beyond mentioning 
one firm whose careful scheme contains a clause 
protecting the continuing partners against the 
contingency of an elderly retired. partner marrying a 
young wifel 


(iv) Estate duty 

45. The fourth advantage which the annuity basis 
offers is a saving of estate duty. Where goodwill is 
dealt with by payment of a lump sum, which the 
retiring partner does not spend or give away before 
he dies, the liability for estate duty leads to a dissipa- 
tion of capital. This is especially important where the 
outgoing partner has already substantial assets and 
the goodwil payment is considerable, because the 
manner in which estate duty is charged masks the 
full burden on the top slice of the estate. Thus 
although the rate of duty on £25,000 is 15 per cent 
£3,750) and the rate on £35,000 is 21 per cent 
7 A the effective rate on the additional £10,000 
is 36 per cent (£7,350—£3,750=£3,600). Similarly, 
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£10,000 added on top of £35,000 really bears duty 
at 524 per cent, whilst {10,000 added on to £45,000 
bears 664 per cent. 

46. Thus nearly two-thirds of a goodwill payment 
of £10,000 made to a retiring practitioner who 
already had £45,000 of other assets would go in 
duty if all the assets were retained until death. 
If it happened that the goodwill was payable by 
instalments over several years, and death occurred 
shortly after retirement, cash to meet the duty would 
have to be found out of the other assets. 

47. The annuity system has clearly been shaped 
to some extent to meet the needs of some senior 
members of the profession for whom estate duty 
considerations are important and it is possible to 
exaggerate its advantages in this field. If goodwill on 
the traditional basis amounted to £3,000 and the 
other assets were £7,000, estate duty could be 
ignored. Moreover, where the annuity is guaranteed 
for a period of years and the outgoing partner dies 
before the end of the period, there will be a passing 
for duty purposes of the present. value of the right 
to receive the balance of the guaranteed payments. 
Nevertheless, the above examples show that the 
estate duty position may often be material and the 
possibility of saving duty will add to the attractions 
which the annuity method holds for a retiring 

partner of some substance. 

: 48. In the appendices [to be reproduced in the next 
issue — Ed.] some notes are given on more technical 
aspects of the estate duty position. 


EXAMPLE OF ADVANTAGES OF ANNUITY BASIS 


49. À general example may serve to illustrate the 
various advantages of the annuity method which have 
been discussed. А partner retires at 65, having 
earned £5,000 a year for some years. He has £6,000 
of capital in the firm and a further {20,000 (earning, 
say, £800 a year) outside. On the traditional basis, 
and adopting a two years' purchase, his share of the 
goodwill would have amounted to £10,000. His first 
problem would be to find continuing or incoming 
partners able and willing to buy him out for £16,000: 
it is becoming impracticable to do so. If, however, 
he succeeded he would have total assets of £36,000 
and if invested at 4 per cent his income would be 
£1,440 a year in place of £5,800. He would probably 
have to draw upon capital to maintain his standard 
of living, and might well feel that he could not afford 
to give much away before his death. If he died 
leaving £36,000 the total estate duty payable would 
be £8,350 of which £3,670 would be applicable to 
the £10,000 he received for his goodwill. Thus the 
goodwill, which cost his partners £10,000, would 
only be worth £6,330 to his heirs. 

50. As an alternative the firm might adopt the 
annuity basis and provide for a life annuity to the 
retiring partner of, say, two-fifths of the share he 
had been receiving equivalent to {2,000 a year, 
with a guaranteed period of seven years. The 
continuing partners would then have to find only 
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£6,000 to pay out his capital and could look forward 
to an increase in the profits available for distribution 
among them, if they were able to maintain the 
business, of £3,000 a year during the period the 
annuity was payable and £5,000 a year thereafter — a 
much more attractive proposition for them. The 
retiring partner would then have assets of £26,000 
yielding, at 4 per cent, £1,040 and with the annuity 
could look forward to a total income of £3,040 a 
year during the remainder of his life. 

51. Assuming the retired partner was entitled only 
to the married allowance the net equivalent, after 
tax, of £1,440 a year would be {990 whilst the net 
equivalent of £3,040 would be £1,790 (or more if 
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the annuity could be paid in the form of a con- 
sultant's fee on which earned income relief would be 
due). There would thus be an increase in net income 


of £800 a year. Over seven years alone this would 


£5,600, or only £730 less than the £6,330 
which would be the net value of tbe goodwill after 
allowing for estate duty. And the retired partner 
would enjoy the security of the annuity for life. At 
65 the advantages of a life annuity of £2,000 instead 
of a lump sum eventually worth only £6,330 аге 
obvious, provided always, as is emphasized later, 
that the continuing partners have the ability to keep 
up the payments. 

(To be continued.) 


WEEKLY NOTES 


Solicitors' Accounts 
ACCOUNTANTS CERTIFICATE (AMENDMENT) RULES, 
1954 
In our issue of June 26th, 1954, we reproduced the 
Accountant’s Certificate (Amendment) Rules, 1954, 
effective from November 16th, 1954, amending the 
Accountant’s Certificate Rules, 1946, which prescribe 
the form and scope of the accountant’s certificate 
required to be submitted annually by solicitors, 
under Section 1 of the Solicitors Act, 1941, to the 

Registrar of Solicitors. 

The Council of the Law Society now state that they 
note with regret that some solicitors are failing to 
comply with the terms of the new rules and are not 
delivering their accountant’s certificates to the 
Registrar of Solicitors on or before the expiry of six 
months from the end of their accounting period. 

‚ The Council wish to direct the attention of mem- 
bers, once more, to the importance of strict com- 
pliance with these rules and to the fact that failure to 
comply renders a solicitor liable to immediate 
disciplinary proceedings without notice. 

If a solicitor, for any reason, considers that he is, 
or may be, unable to comply with the rules, he should, 
without delay, as soon as he finds himself in that 


position, notify the Secretary of the Law Society of- 


the full facts and apply to the Council for an 
extension of time in which to deliver his certificate. 
The Council wish to emphasize, however, that an 
extension will only be granted in exceptional cir- 
cumstances. 

| The Council point out that there is no reason so far 
as the Solicitors’ Accounts Rules are concerned why 
ап accountant should delay giving his certificate, 
pending a complete examination of the solicitor's 
books for other purposes. 


; Estate Duty on Timber 
Standing timber which раз%з on a death is excluded 
from estate duty, but the net proceeds of its sub- 
sequent sale before the next death attract duty at the 


rate applicable on the previous death (Finance (1900- . 


то) Act, тото, Section 61 (5); Finance Act, 1912, 
Section 9). Hitherto the Inland Revenue have treated 
this dispensation as extending to cases where a 
reversionary interest in the timber-bearing land 
passes on a death. They have now announced the 
discontinuance of this official practice, having been 
advised that it is incorrect. Accordingly, where a 
reversioner dies, the value of any standing timber will 
be taken into account in computing the value of his 
expectant interest in the land. Moreover, the death of 


, such a person will not be treated for the purpose of 
Section 61 (5) as a death on which the land itself 


becomes chargeable. 

Adjustment of duty paid under the former practice 
is precluded by the Finance Act, 1951, Section 35. 
However, where some duty has been paid under that 
practice in respect of sales since the death of a rever- 
sioner who died before becoming entitled in pos- 
session, the following transitional rules will be applied: 
* (a) If the total duty already paid in respect of sales 
since the land last passed in possession is not 
less than the amount of duty computed on 
_ the principal value of the timber at that time at 
the rate then charged on the land, no further 
duty will be charged until the Jand again passes 

in possession and is liable to duty; 

(b) if the duty paid in respect of sales since the 
death of the reversioner is not less than the 

; amount computed on the principal value of 
the timber at the reversioner's death at the rate 
charged on his estate, no further duty will be 
charged in respect of sales until the land again 
passes in possession and is liable to duty; 

(СУ neither paragraph (а) nor paragraph (5) 
applies, duty in respect of sales of timber will 
continue to be charged in accordance with the 
general rule until the taxable limit in paragraph 
(а) or the taxable limit in paragraph (b) is 
reached, whichever is the more favourable to 
the estate, 
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Applications for Stock Exchange Quotation 


The Council of the Stock Exchange have confirmed 
amendments to Schedule I of Appendix 34 to the 
rules and regulations of the Stock Exchange. Schedule 
І is the form of letter of application for quotation, and 
the amendments are confined to the notes at the foot 
of this form. In addition to alterations to the existing 
notes, the following new note now appears: 


‘Lf this application involves the submission to the . 


: department either of prospectus, offer for sale, or 
' particulars required to be advertised under Appendix 
44, proofs of any such documents when lodged with 
the department must be accompanied by a statement 
signed by the broker to the effect that the particulars 
have been seen by the professional advisers men- 
tioned in the document who have agreed to their 
being submitted to the Share and Loan Department 
for examination." ` 


Wages and Profits 


There are several decades of misunderstanding and 
wilfully inaccurate propaganda to be counteracted on 
the meaning of the word ‘profit’. The idea that profits 
are a residual item and that it is in everyone’s interest 
that there should Бе. high profits, quite apart from 
how they should be carved up, is a fact which only 
slowly percolates into the thinking of those sections 
of the community for whom the word ‘profit’ is 
charged with emotion. The facts about profits and 
dividends and all the complications which attend the 
‘estimation of dividends as a percentage of issued 
capital with a par value will have to be clearly and 
persistently publicized if ignorance and prejudice 
on the subject is to be broken down. у 
Sir John Braithwaite, chairman of the Stock 
Exchange, issued a statement at the beginning of this 
week, pointing out that wages and salaries have risen 
more than twice as much as interest and dividends 
since 1947, measured on a percentage basis, and 
nearly fourteen times as much measured by volume. 
Since 1947 wages and salaries have increased by 
£3,790 million to £9,265 million (the figures are 
from the National Income White Paper), that is, 
by 69 per cent. By contrast, interest and dividends 
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have gone up only 32 per cent, by £273 million to : 


£1,122 million. Figures such as these make it quite 
clear that there is no case for continued demands for 
increased wages merely because there have been 
increases in dividend. At its most reputable, this 
kind of argument in the face of these facts relies on a 
few isolated cases of large percentage increases in 
dividends. At its worst, it seeks to use figures to bring 
ressure on the community to carry still further the 
ong-term transfer of purchasing power from those 
who receive dividends to those who are paid wages. 
If this last is the real intention of those who are 
at present pressing for higher wages, they should 
openly say so instead of trying to prove what the 
above figures show to be quite untrue, namely, that it 
- ig profits and dividends which have been the major 
inflationary force in the last few years. DOC 
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A Notable Anniversary 
During 1884, there appeared regularly in this journal 
an announcement that ‘A solicitor of twenty years’ 
experience in the preparation of pupils for law 
examinations prepares candidates for all the examina- 
tions of The Institute of Chartered Accountants, 
privately, in small classes, or by correspondence’. 
The advertiser is thought to have been a Mr H. Foulks 
Lynch although, because of the ‘blitz’, conclusive 
evidence is no longer available. What is certain, 
however, is that Mr Foulks Lynch did at that time 
start the tutorial business which has since prospered 
to such an extent as to make his name one of the m 
familiar in the profession of accountancy. T 
An engaging account of the steady rise of the 
establishment from its modest beginnings — two of its 
pupils were successful in the December 1884 exam- 
inations of the Institute — to its present pre-eminence 
has just been issued?. It is, first and foremost, a record 
of the distinguished personalities who have carried 
down the years the torch lit by the founder. Perhaps 
the most colourful of these was Dr D. F. de l'Hoste 
Ranking, who must have been, by any intellectual 
standards, an outstanding character. Mr Ernest Evan 
Spicer, F.C.4., who, with his partner, Mr Ernest C: 
Pegler, F.c.a., later acquired the company, describes 
2s | 
` ‘an authority on Dante; on the mystery of the Holy 
- Grail; on the origin of playing cards; on the history 
of the secret societies of the world from King 
Solomon to the disintegration of the Ku-Klux-Klan; 
on Gnosticism and many other strange subjects’. 
He spoke fourteen languages and, adds Mr Spicer, 
‘no man ever wore an eye-glass more convincingly’. 
: In 1928 the control of ‘Foulks Lynch’ passed to 
Мг Н. А. В. J. Wilson, Е.С.А., ЕЗАЈА., and Mr 
Walter W. Bigg, Р.С.А., РАЈА. who have since 
upheld the high traditions established by their 
predecessors. Not the least of.their services to the 
profession has been the care with which they have kept 
up to date the famous series of standard text-books 
written originally by Messrs Ranking, Spicer and 
Pegler. We feel sure that our readers, many of whom 
remember with gratitude the help received from it in 
the past, will join with us in wishing this respected 
institution and those who guide its affairs an even. 
greater measure of success – and successes — in the 
future. 
: New Horrors for Wee Jock 
А. memorandum on junior secondary education in 
Scotland, prepared by a panel of school inspectors, 
makes the novel suggestion that mathematical 
exercises should include a study of income tax and 
local rates, with the- pupils completing forms. Parents 
who find the annual form-filling à heavy. tax on their 
intellectual capacity, may be more willing to help 
with their children's homework if they can count on 
some reciprocal relief if the form of assistance in 


return. 
ru Years of Progress in Accountancy Education. 
Н. Foi Lynch & Co Ltd, London. DX oe 
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REVIEWS 


Accounts and the Practical Farmer 
by R. W. Smith, O.B.E., Е.С.А. 
(Gee & Company (Publishers) Ltd, London. ros net) 
Farming is one of the most individual callings and, 


from the accountant's point of view, one of the most _ 


irritating. There are many good reasons why farming 
records are difficult to summarize into a compact 
financial statement and foremost among these is the 
farmer himself. Occupied all day and, at times, part 
of the night in the urgent business of tending to crops 
and livestock, he has little opportunity for ‘figure 
work' and only one farm in five, it is estimated, is 
sufficiently large to justify the employment of 
outside clerical assistance. Records apart, variations 
in crops, weather, soil conditions and the demands 
for produce all make for continuous change, and 
scientific comparison of one year's results with 
another is, in consequence, hard to maintain on a 
satisfactory basis. The farmer, therefore, tends to look 
upon his accountant as little more than the necessary 
intermediary. between himself and the Inland 
Revenue. 

In a thoughtful study on these and other cognate 
problems, Mr Smith explains to the practising 


accountant the difficulties with which the industry. 
- -reveals the rottenness of the management. 


has to contend and makes practical suggestions as to 
how the profession can be of greater help to its farmer 
clients. He deals with the necessity for keeping proper 
récords and the form they should take; the layout of 
financial statements: what information they should 
give and what conclusions may be drawn from them; 
and the advantages of costing and budgeting even in 
smaller holdings. There are also chapters devoted to 
the annual stock-taking and to farm taxation. 

Mr Smith, although he has clearly the head of an 
accountant, appears to have the heart of a farmer and 
his book, written with tolerance and restraint, should 
be hailed not only by accountants but also by farmers 
as an outstanding contribution towards the better 
understanding of agricultural accounting problems. 


Professional Negligence 
by J. P. Eddy, О.С. 

(Stevens & Sons Ltd, London. 13s 6d net) 
This book, based on a series of lectures given by the 
author earlier this year at the City of London College, 
makes fascinating reading. It considers the general 
principles of the law of negligence and then reviews 
the cases'of particular professions, among them the 
law, banking, accountancy and medicine. 

Readers should refrain from turning first to the 
section dealing with their own professions. They 
will derive much more begefit and instruction by 
beginning at the beginning. There is little doubt 
that they will read right through to the end, for the 
author has mustered his material and selected and 
edited his cases with rare skill. 


Accountants (when they come to it) will find in 
е section on their liabilities as company auditors, 
a useful analysis of the Candler 9. Crane, Christmas 
. & Co case which established, by a majority decision, 
that 
*accountants and auditors owe a duty of care only 
to their clients and not to third parties’. 
Mr Eddy rightly gives due prominence to the 
dissenting view of Denning, L.J., on that occasion. 
. His lordship expressed the opinion, thought by many 
to be much more realistic, that 
‘accountants owe a duty of care not only to their 
own clients, but also to all those who they know 
will rely on their accounts in the transactions for 
which those accounts are prepared’, 


The Speaking Eye 
by Clark Smith 
„(Напшпопа, Hammond & Co Ltd, London. gs 6d net) 
‘When he goes to Scotland to carry out a financial 
‘investigation, the tough accountant hero of this 
detective story encounters much more sinister 
opposition than the ‘here-are-the-books-but-don’t 
'-ask-us-any-questions' attitude sometimes adopted оп. 
these delicate occasions. Тће watch-dog promptly 
jturns bloodhound and, at great personal risk, 


The author, who is himself a chartered accountant, ` 
has some pleasing touches but it is unfortunate that 
he has modelled his style, characters and plot on 
Raymond Chandler lines so slavishly. Only the 
setting is different and, for a violent, fast-moving 
tale of this kind, the littoral of the Firth of Clyde is a 
poor substitute for the exotic Sunset Boulevard of 


-Eos Angeles. 


RECENT PUBLICATIONS 


PracricaL Book-KxzzprNG AND Accounts, by А, J. Favell, 
B.SC.(ECON.), А.С.1.8. 384 pp. 82 X 51. os 6d net. University 
Tutorial Press Ltd, London. 

WnaT Every FARMER SHOULD Know Anour Income ТАХ, 
by David Shrand, M.COM., A.8.A.A., C.A.(8.A.). 1150 pp. 
84x54 (paper cover). 16s post free. Legal & Financial 

. Publishing Company, Cape Тота. 

KOoNSTAM ом INCOME m "Ta, Cumulative Supplement No. 4 
to the rath edition, xiv--81 pp. 84x54. 7: 6d net. 
Stevens & Sons Ltd, London; Sweet & Maxwell Ltd, 

. London. 

THE 1955 INCOME Tax LEGISLATION, Cumulative Supple- 
ment to the 5th edition of Illustrations to Income Tax, 
by A. S. Silke, M.coM.(HoNs.) (Cape Town), С.А.(8.А.). 
x+234 pp. 91 X 6 (paper cover). gos net. Juta & Company 

td, Cape Town and Johannesburg. 

BENJAMIN ом Satz, Supplement to 8th edition, by I. 
Goldsmith, LL.B., Barrister-at-Law. 18 pp. 84x54 
(paper cover). 45 net. Sweet & Maxwell Ltd, London. 

g Spicer & Pegler's THe Елонтв AND Durms ОБ 
po TRUSTEES AND RECEIVERS. aznd edition by 
Н. А. R. J. Wilson, F.C.A., F.8.4.4., and К. D. Penfold, 
LL.B., Barrister-at-Law. xxxix-+461 pp. 9X54. 255 net. 
H.F.L. Publishers Ltd, London. 

Currry’s MERCANTILE Contracts, edited by Barry Chedlow, 
Barrister-at-Law. ix+673 pp. 9X54. 557 net. Sweet & 
Maxwell Ltd, London. 
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FINANCE AND COMMERCE 


The prospect of further anti-inflationary measures 
by the Government, and even of ап autumn Budget, 
has brought renewed indecision in the stock-market. 
Business has been small and prices have fallen back. 
In the gilt-edged section, lower values are being 
prompted by high coupon new issue operations. The 
credit squeeze is forcing more companies into the 
new issue market. 

Asset Valuation 
This week's reprint gives the accounts of 
Allen & Co Ltd, the Sheffield steel, too] and machin- 
ery makers. The company’s chairman is Mr W. H. 
‘Higginbotham, Е.8.А.А., us is a fellow of the Statis- 
tical Society. 

Among the points to which Mr Higginbotham 
draws attention is the valuation of fixed. assets and 
the surplus on their revaluation. The surplus now 
stands at £588,667. He notes the fact that, as at 
April ard, 1954, the written-down value of fixed 
assets, which had been the subject of revaluation, 
was £771,711 and this has since been still further 
reduced by depreciation calculated on the revised 
values established on revaluation. 


It is therefore apparent, says Mr Higginbotham, 
that the balance at the credit of the surplus account 
is more than adequate to mect any foreseeable loss 
of book value which is likely to arise in гере: of 
these revalued assets. 

As a matter of interest, he adds, the insurance 
valuation of the parent company’s fixed assets 
(exclusive of the book value of freehold and leasehold 
land) on an ‘indemnity’ — and not a ‘replacement’ ~ 
basis is £1,294,485, which, he says, suggests that the 
1955 balance sheet values are fairly realisti 


Bank Overdrafts 


Bank overdraft are top-line news. Тоо many people 
have been able to persuade their banks to create too 
much credit. The structure of finance must be 
slimmed, says the Chancellor of the Exchequer, or 
else . . . Of course, we all know the consequences 
of credit inflation. 

From the balance sheet angle, the point about a 
bank overdraft is where to put it when you have one. 
One way is to put it in the current liabilities group, 
as in the balance sheet of Vitamins Ltd where the 


Notes on the Accounts 


These notes are part of the Accounts and are given to conform with the requirements of the Companies Act, 1948 
V. (а) The following із a summary of the Fixed Assets of Edgar Allen & Co Ltd: 


Balance at April 3rd, 1954, per Balance 5 
se Ar eae provided from any tet, 1948, t ‘to Apri 


Assets at April 3rd, 1954, as valued by Wheatley Kirk, Price & Co, 
at January 31зе, 1948, with subsequent additions at cost, less dis- 


At ‘Cost or Valuation 
Additions during period to “April 2nd, 1955 








Less Disposals during period to April 2nd, 1955, at cost or 





1,092,124 53,418 
15,551 н 803 





Assets at April 2nd, 1955, at Cost or Valuation 


Depreciation provided to April 3rd, 1954 
Depreciation provided for period to April 2nd, 1955 | 


Less Depreciation provided on Assets disposed of during period 
Total Depreciation provided on Assets at April 2nd, 1955 .. 
Fixed Assets at April 2nd, 1955, per Balance Sheet 


(b) The following ls a summary of the Fixed Assets of tha Group]: 
Assets at nnn 2nd, 1955, at Cost or Valuation (principally at 
January 31st, 1948): 
Edgar Allen. & Co Ltd (as нек 
diary Companies за 


Depreciation provided to April 2nd, 1955 
Edgar Allen & Co Ltd (as above) 
Subsidlary Companies EH oe 





£ 
2,204,693 
713,806" 


52,615 


11,917 


ae 
£12,554 
24,471 





734,560 
496,931 


1,231,491 


Fixed Assets at April 2nd, 1955, per Consolidated Balance Sheet 


£1,687,008 
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relative line reads: ‘Bank over- = Е 
агай ~ unsecured £5,661’ com- 8 
pared with £27,347 in 1954 and = 

nil in 1953. The two-year com- 55299 
parison incidentally is very useful Eguad 

and the comparative figures stand - 

clearly out against a yellow |  ..... 
background for 1954 and blue | 77 
for 1953. 

The provision of figures for 
three years means that each year 
must be confined to a single 
column ifthe balance sheet is to be 
kept tidy and easily readable but 
the disadvantage of one column 
for all figures, details and totals, 
has been well overcome by the 
provision of a small coloured 

ointer to the left of the totals. 

he little coloured triangle 
pointing to the total figures is 
surprisingly effective. 


78,716 


59242 
32,473 
91,715 


12,999 











Quoted (Market Value at April 2nd, [955, £94,706) 


Unquoted 
Deduct Amounts provided or written off ,.. 


Freehold and Leasehold Land and Buildings 
Fixed Plant and Machinery .. 3x EE 
Loose Plant and Tools.. i 


Motor-cars an s zi 
Office Furniture and Fixtures 


GOODWILL AND PATENT RIGHTS (Subsidlary 
Companies) EP ie а == € "S 


FIXED ASSHTS (see Note | (b)) 
TRADE INVESTMENTS 


At Cost 


i Another Position 


Another method of showing a 
bank overdraft is seen in the 
balance sheet of Oldham & Son 
Ltd, the accumulator manufac- 
turers. The relative line here, 
under the current liabilities head, 
is, ‘Amount due to bankers (of 
which {22,223 is secured)- 
£148,726’ which is shown to 

compare with £175,237 in 1954. 

Then we have the wholly- 
secured. bank overdraft as in the 

case of Marling & Evans Ltd, a 
textile company. This comes in 
below the reserves group under. 
the heading of ‘Loans’, the first 
line being, ‘Bank overdraft (se- 
cured) – £30,835’ compared with 
nil previously, and the second 
line being a mortgage on pro- 
petty. — 

One thing a bank overdraft in 
this position has done is to 
change the view of net current 
assets. Last year the difference 
between the two sides was 
£120,575 including £10,973 
cash. This time, with the cash 
balance down to £499, the net 
balance is £117,649, the change 
from black to red at the bank 


58,714 
32,475 


91,189 
12,974 





April 3rd, 1954 


78,215 


612,336 ' 


81,166 








£ 
2,023,780 
832,606 


Е 
708,933 
56,372 
67,301 








EDGAR ALLEN & CO LIMITED AND SUBSIDIARY COMPANIES - Consolidated Balanca Sheet, April 2nd, 1955 


Allen & Co Ltd .. 


Ed 
Subsidiary Companies .. , 
Profit and Loss Account 


Surplus arising on Consolidation (see Note d» 


Revenue Reserves (ses Note 2 (b))* 
ONE SUBSIDIARY COMPANY 


Subsidiary Companies (see Note 5)* 1 


Edgar Alien & Co Ltd .. 
Subsidiary Companies 
Edgar Allen & Co Ltd 


PROFITS 


Issued Share Capita! of Edgar Allen & Co Ltd 


Capital Reserves (sse Nota 2 (a))* 
INTEREST OP OUTSIDE SHAREHOLDERS IN 


CAPITAL, RESERVES AND UNDISTRIBUTED 


having been taken. out of the 8 BS 
immediate context. • Е å 

There is no question, of Tua 5 s 88 А i 
course, of any difficulty in seeing à 3 & 3 5 & ® 








what has happened. Мо one, we 








2,982,671 


£4.769 386 





1,039,055 


nies’ Officials .. 
} Directors, 


DONALD BOYD 


W. H. HIGGINBOTHAM 


H. 


valued by the Compa НЕ m 
Sundry Debtors, Bills Receivable and Payments 


Stock-in-trade and Work in Progress as taken and 


CURRENT ASSETS 





31,384 


65,050 





® Not reproduced. – Editor. 


ггед Taxation being relief in respect of Capital 


Noras) 


Add 
Sundry Creditors, Accrued Charges and Pro- 


LOANS (French Subsidiary Company) 
INCOME TAX DUE JANUARY Ist, 1956 (sae 
AMOUNT SET ASIDE FOR PENSIONS 


CURRENT LIABILITIES 


65,050 








#4,445,202 
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feel, is likely to be misled; по 
one, that is, who has any sense 
for a balance sheet and figures 
at all – and it is practically im- 
possible to cater for those who 
haven’t. But we think the posi- 
tioning of the overdraft can be 
debated strongly in favour of 
making it just the opposite way 
round of ‘Cash at bank’. 


New Profit and Loss Form 


A worth-while change has been 
made this year by Denny Mott 
& Dickson Ltd, the timber im- 
porters, in the mode of present- 
ing the consolidated profit and 
loss account. This form gets 
away from the “Trading profit 
after chargi the following 
items’ method used previously 
and opens at a higher point 
with “Trading profit before 
crediting the income and debit- 
ing the charges shown in this 
account’. Then follow the de- 
ductions, previously shown inset, 
to arrive at ‘Profit before taxa- 
tion’ in prominent black letter- 


ing. 
: The next step is ‘Balance after 
taxation available for appropria- 
tion’ which, minus the sub- 
sidiaries’ retained profits and 
plus the amount brought in, 
ives the holding company’s 
alance for appropriation. The 
account then proceeds through 
the appropriations to the carry 
forward. 
The method is logical and, 
with the attention drawn to the 
es at the important stages 
such as ‘Profit before taxation’, 
decidedly clearer and easier to 
read. 


Money Market 


Little change in money market 
conditions has been experienced. 


At the Treasury bill tender on _ 


August 26th, applications for 
the £280 million of bills totalled 
£388,435,000. The market main- 
tained its bid at £99 and received 
61 per cent of requirements. The 
average rate was £4 os I-1od 
per cent. This week’s offer is 
£290 million. 
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6,000 


16,542 





Excess Profits Tax recovered, less Income Tax, on Rehabilitation Expendl- 
for Deferred Taxation .. МЕ aw. а 


ture, year со Apri 


Transfer from Provision 


Interest and Dividends (gross) from "Trade Investments 
Provisions made in previous year no longer required 


Group Profit, before Taxation, brought down .. 


Trading Profit of Group (ses Note 7)* 


£ 
785,551 
18,580 
551,294 
12,479 
3,145 


£804,131 


April 3rd, 1954 





£870,418 














EDGAR ALLEN & CO LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Pariod from Apri! 4th, 1954, to April 2nd, 1955, Inclusive 


Staff Pension Schemes 


Loan Interest and Charges 
fit, before Taxation, carried down B 


id Ordinary Sharos 


Bre 


ital and Capitalization of Reserves by Issue of 
го: 


Y 


nses in connection with Increase In Authorized 


Add Adjustment in respect of Previous Year .. 


Management Services .. БА 
Contribution to Penslon Scheme 
fall 

Income Tax ET 

Profits Tax © .. 

Dominion and Foreign Taxation 


Group 
Group Profit, after Taxation, carried down .. 


Remuneration of Directors of Edgar Allen & Co Ltd: 


Taxation on Profits for Current Period: 


Depreciation 
Contributions to 


Expe 














April 3rd, 1954 





» 
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~ 
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:2 
7 
8 
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o 
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£649,454 
17,452 
329,150 





propriated: 


ders 


Attributable to Edgar Allen & Co Led 


elthor as Revenue Reserves or Una 
Attributable to Outside Sharehol: 
Balance transferred to Profit and Loss Account of 


Profits for Year retained by Subsidiary Companies 
Edgar Ajlen & Co Ltd .. 


£566,918 


£246,361 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Future Income Tax: ‘Reserve’ or ‘Provision’? 


Sig, ~I believe the views of your correspondent, 
Mr W. N. Andrews, on this subject, in your August 
20th issue, to be misguided and retrograde, because 
he has placed too much emphasis on the niceties 
of the words ‘provision’ and ‘reserve’. I also find it 
difficult to follow his arguments that future income 
tax is ‘tax on profits of a future year’; that the pro- 
vision ‘requires to be shown in the balance sheet as a 
free reserve’; and that ‘shareholders would be pro- 
vided with a much clearer view of the true position’ 
(if the liability was not provided for). 

What do shareholders, and others, want a com- 
pany’s profit and loss account to show? Surely, the 
net profit available after deducting amounts set aside 
for all taxation on the current year's profit – that 
shows the true results of the year's operations, and 
how the Inland Revenue have shared in profits! 
Similarly, on a balance sheet we want to see a total 
of revenue reserves and surplus, net of any tax 
liability, present or future. Most companies, these 
days, record the amount set aside for future income 
tax as a separate heading on their balance sheet. 
This does not obscure the true position — it spotlights 
it. A shareholder who sees on a balance sheet dated 
December 31st, 1954, a heading ‘Reserve for future 
income tax, Schedule D, 1955—56' knows that this is 
due and payable on January ist, 1956. Isn’t this a 
valuable piece of information as to the state of the 
company’s affairs? Why inflate the ‘Revenue reserves 
and surplus’ by failing to provide for the deferred 
liability of income tax payable in a year's time? 


As far as I am concerned, a balance sheet showing . 


only the so-called "legal liability’ wouldn’t tell me 
enough. Recommendation III of the Institute sums 
up the position admirably, and has clearly been 
adopted in practice by most company accountants 
in this country. 


Yours faithfully, 
L. A. LYNCH, 
Chief Financial Accountant, 
London, WC2. CoOLGATE-PALMOLIVE LTD. 
Sir, ~ The method outlined by Mr Andrews in your 


issue of August 20th may be justified on two grounds: 
the first, that it is based on the more realistic view 
that the company has not ‘ceased trading’ at date of 
last balance sheet, and the second, that the tax must 
be paid in cash as and when the due date falls. But 
the profits on which the tax is laid may, at balance 
sheet date, be very far from being a cash profit; it 
may be a percentage of total profit, for instance, in 
constructing a bridge. The, lapse of a year between 
making the profit and paying tax on it is given 
substantial effect to in the method now, as your 
correspondent rightly says, almost universal. 


Only one criticism of the method is permissible; 
it is that the future taxation reserve ought perhaps to 
be included with sundry creditors in those cases in 
which the single column method of presenting the 


balance sheet is employed. - 
Yours faithfully, 
London, EC2. E. HARMAN. 


Sm,-I believe your correspondent, Mr W. N. 
Andrews (August 20th issue), is a chartered account- 
ant and I would refer him to Recommendation on 
Accounting Principles No. III with addendum, and 
also to the booklet The Companies Act, 1948 (pages 
34 and 35), both of which are issued by the Institute 
and where I think your correspondent will find ‘all 
the answers.’ Yours faithfully, ‘ 
PROVINCIAL. 


‘Half-time Results’ 


Бтв, – І am moved by your comments on his letter to 
write in defence of the views expressed by Mr 
Alexander Fletcher in your issue of August 2oth. 

I am sure that Mr Fletcher did not envisage that 
the directors of a well-managed company would be 
unaware of the results during the course of the year. 
Rather did he imply that, as is the case in the group 
which I serve, the pattern at the end of the first half- 
year is only partly developed, and the degree of 
development at that date varies from year to year. 


"The directors, knowing the background, are able to 
assess the prospects for the second half-year and to 


take any corrective measures which may be desirable; 
but the bare figures, unless accompanied by a great 
deal of information which properly belongs only to 
the board room, would be at the best meaningless, 
and at the worst misleading, to shareholders. 

On the other hand, as in our own case, a competitor 
who is familiar with all the details of our products 
and the markets in which we are leading manu- 
facturers, would I fear, find half-yearly figures of 
considerable interest and value. This would be 
especially so if accompanied by sales figures, for 
which you often agitate. I do not think that the 
publication of a total annual sales figure is likely to 
cause much harm, particularly where there is a 
fairly wide diversity of products. If, however, I 
could obtain halí-yearly profits, sales, and stock 
figures of our competitors I am sure I could provide 
my directors with some very interesting and useful 
information. 

Тће duty of directors is to their existing share- 
holders, rather than to prospective speculators or 
the financial Press. I suggest that in very many cases, 
especially among the medium-sized and smaller 
companies which Mr Fletcher mentions, the publica- 
tion of half-yearly results would provide no reliable 
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information to the shareholder, but might damage . 


his interests by disclosing figures not otherwise 


available to competitors, suppliers, or customers. who, . 
through their knowledge of the trade, would be better. 


able to interpret those figures. 

While recognizing the vast improvement in 
` company reporting which has taken place in recent 
years, and the part which your journal has played 
in encouraging this improvement, I cannot suppress 
a feeling of alarm when I consider the prospects if 
your present: campaign should meet with equal 
Success. - Yours faithfully, 

К COMPANY ACCOUNTANT. 


| Settlements and Deeds of Covenant 


Sir, – In his footnote to ‘Stanoven’s’ letter (August 
27th issue) Master Wheatcroft says: 

‘If an employer enters into a deed of covenant 
with his former employee I should have thought 
there would be a clear case for finding that the pay- 
ments under the deed were a “pension”. 

If this is right, there would seem to be even stronger 
ground for arguing that covenanted payments in lieu 
of wages to present employees were also within 
Schedule E, but this latter argument was rejected 
by the House of Lords in C.I.R. v. Westminster 
([1936] A.C.1; 14 A. T.C. 77; 19 T.C. 490). Hence, of 
course, the passing of what is now the proviso to 
Section 415 (1) of the Income Tax Act, 1952, which 
withholds surtax relief in respect of covenanted pay- 
ments to employees and agents. 

Ás regards former employees, it is true that 
Section 376 (1) applies to ‘annual payments’ as well 
as 'pensions', but on a proper construction of the 
section the expression 'annual payment' would seem 
to be confined to ап annual payment not already 
within the charge to tax, i.e. an annual payment not 
falling within the scope of Case III of Schedule D. 

Yours Эр 
P. E. W. 


Sales Ledger System 
Sir, – With reference to the inquiry in-your issue 
dated August 20th, would it not be possible: to 
institute a combined day-book ledger by the inclusion 
of a receipts column in the sales day-book, to which 
would be posted receipts from the cash-book, against 
the total invoice shown in the day-book? 

Where it is necessary to keep sales to regular 
customers separate, a second column could be 
inserted between the total invoice column and the 
receipts column. Into this column would be extended 
all invoices to be posted to an orthodox sales ledger. 
'Thus at the end of a month, the total of column x 
would show the total sales. By deducting the total 
of column 2, the total sundry accounts is sbown. 
The balance between the receipts column and the 
sundry accounts, with the addition of the balances 
from the sales ledger proper, would show the sundry 
debtors at the end of the month. 

The.main disadvantages of this system appear to be: 
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(1) The АЕ of statements. If in the majority 
of cases; only one ordet i is received in any one month, 
a duplicate of the invoice, headed ‘Statement’ and 
'sent with the invoice would surely suffice. 

. (2) Filing of. invoices. The invoices might be filed 
in number order with the day-book, with the excep- 
tion of those ihvoices for customers with.a sales 

» ledger account. There would be no quick reference 
toa sundry customers’ account where the invoice 
number is not known. 

(3) Closing off the receipts column in the day-book. 
This would have to await the receipt of all cash in 
respect of suridry accounts. But in the event of long 
outstanding accounts, these could be transferred to 
an ‘overdue. accounts’ book or to the sales ledger 


proper, . PN 
Yours faithfully, 
Guildford, Surrey. P. Wm. GALVIN. | 


Sm, - In reference to Mr Nettleton's letter in your 
edition dated August 20th, I was faced with a 
similar problem a few years ago. 

At that time the sales ledger was posted by normal 
accounting machines. The problem was solved by 
eliminating the sales ledger and switching over-to the 
paid and unpaid invoice system. At the same time a 
statement copy was added to the invoice set and 
cycle rendering introduced. 

This system has been running successfully for 
four years and has eliminated many of our previous 
troubles. Yours faithfully, 

H. L. JONES. 
Banstead, Surrey. 


Articled Clerks and Mechanized Auditing. 


Sm, -It seems to me that, before mechanized 
auditing becomes too widespread, we ought to con- 
sider the effect which mechanized auditing will have 
upon the articled-clerk system. 

Mechanized auditing involves the use of dictating 
equipment, adding machines and, possibly, certain 
other equipment. . 

The effect of the use of sadi is that what has 
hitherto been regarded as a two-man job will be 
done by one man, who, if-assisted, will be assisted by 
a machine operator as opposed to an articled clerk. 

Quite apart from the merits or demerits of the 
present method of training the articled clerks, it is 
observed that the general climate of professional 
opinion is, on the whole, against charging premiums 
and, therefore, the whole incentive to take articled 
clerks has largely come from the use that can be made 
of their labour. 

If mechanized auditing takes a hold, and if experi- 
ence of mechanized technique proves that there is 
less room in a professional office for unskilled trainee 
labqur, it seems to me that it will be necessary to 
consider a revised method of training, so that the 
articled clerk starts with a certain minimum basic 
Enowiedge of office techniques and all its principles. 

Yours faithfully, 
London, SWI... ANCRUM EVANS. 
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NOTES AND NOTICES 


Personal 


Messrs Humpureys, BUsHELL & Co, Chartered 
Accountants, of: 49 Sheepcote Road, Harrow, 
Middlesex, announce with very great regret the 
death on August 26th, 195 5 of Mr ALBERT WILLIAM 
HUMPHREYS, F.C.A. 


Messrs WILKINSON & Мелок, Chartered Ac- 
countants, of Leadenhall Buildings, х Leadenhall 
Street, London, EC3, announce that as from Sept- 
ember 1st they have taken into partnership Mr 
S. R. MARSHALL, A.C.A. The name of the firm will 
remain unchanged. 


Professional Note | 
Mr С. J. B. Sawbridge, A.C.A., has been appointed 
assistant chief accountant of the South Eastern Gas 
Board. He had previously served as accountant of the 
Sussex Division of the Board for just over six years. 


Seventh International Congress of Accountants 


In our issue of April 2nd last, we announced that the 
Seventh International Congress of Accountants was 
tó be held in Amsterdam from June roth-14th, 1957. 
We now learn from the Secretary of the Congress 
that the dates have been changed to the period 
September gth—rath. 

„Тће Congress Committee states that difficulties 
would have been encountered in respect of travelling 
and hotel accommodation (by reason of the Whitsun 
holiday) if the original dates had been adhered to, 
and, as there were other important objections to the 
remaining weeks of Tune, it was decided to postpone 
the Congress until after the summer seáson. 


везна Liquidation Account: Interest 


A new Treasury order revises, as from September 
1st, 1955, the rate of interest to be paid on the balance 
ofa company's account in the hands of the Board of 
Trade exceeding £2,000 which is not required for 
the purposes of the liquidation. 

Under Section 362 (4) of the Companies Act, 
1948, a company is entitled to interest at the rate of 
2 per cent or such other rate as may be prescribed by 
order of the Treasury. 

‘The new order prescribes a rate of 24 per cent per 
annum in place of r$ per cent currently paid under 
the Companies Liquidation Account (Interest) 
Order, 1954. 


The ‘Institute of Chartered 
Accountants in Ireland 


NOVEMBER 1955 EXAMINATIONS 
The next Preliminary, Intermediate and Final 


' examinations of The Institute of Chartered Accoun- 


tants in Ireland will be held on November 15th, 16th, 
17th and 18th, 1955, in Dublin and Belfast. 
Intending candidates should send in their applica- 
tions on or before October ist, 1955. Forms of 
application can be obtained from the Secretary, 7 
Fitzwilliam Place, Dublin. 


The Birmingham Chartered Accountant 
Students' Society 


SixrH RESIDENTIAL COURSE 


The sixth residential course for articled clerks to be 
arranged by the Joint Lecture Committee of the 
Birmingham and District Society of Chartered Ас- 
countants and the Birmingham Chartered Account- 
ant Students’ Society is to be held, as in previous 
years, at Ashorne Hill, near Leamington Spa. The 
course will take place from Friday, October 7th, to 
Monday, October roth. 

Lectures will be given on auditing, accounts, 
costing, executorship, law and taxation, and among the 
speakers will be Mr Charles Romer-Lee, M.A., A.C.A., 
Professor Donald Cousins, B.COM., A.C.A., Mr H. Р. 
Court, ком, Мг D. E. Wild, LL.B., АЛВ., Mr 
R. Hall, LL.B., and Mr Donald L. Forbes, J.P. PACA. 
Arrangements have also been made with officials of 
the Inland Revenue to hold a mock income tax appeal 
on one of the evenings, and Mr A. B. Measures, 
A.LB., of Barclays Bank Ltd, will lecture on ‘Banking’ 
on another evening. 

The charge for the course will be £4 for students 
enrolled for the Joint Lecture Committee’s course of 
lectures and for members of the Birmingham 
Chartered Accountant Students’ Society residing 
more than twenty-five miles from the City centre, 
and £6 for all other students. 

The course is intended primarily for those sitting 
examinations within the next twelve months, but 
others will be welcome as will all students from the 
Midland area generally. . 

Forms of application to attend the course may be 
obtained from the Clerk to the Committee, Mr E. 
Hemsoll, м.с.; The Chartered Accountants’ Library, 
71 Edmund Street, Birmingham, 3. 
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Human Problems of Industrial 
Communities 

‘In July 1954, fifty industrialists and trade unionists 
were invited to a meeting to advise H.R.H. The Duke 
of Edinburgh about a suggestion to hold a study 
conference dealing with the human problems of 
industrial communities. Аз a result of this meeting, 
and subsequent committee meetings, the Duke of 
Edinburgh has graciously consented to be President, 
of a conference to be held at Oxford from July gth to 
27th, 1956. The conference will be known as H.R.H. 
The Duke of Edinburgh's Study Conference on the 
Human Problems of Industrial Communities within 
the Commonwealth and Empire. | 

The purpose of the conference is to conduct а 
practical study of the human aspects of industrializa- 
tion and, in particular, those factors which make for 
satisfaction, efficiency and understanding, both inside 
industrial organizations and in the everyday relations 
between industry and the community around it. 

The conference will be attended by 280 members; 
go will come from the United Kingdom, approxim- 
ately 135 from the other countries of the Common- 
wealth, and 58 from the Colonial territories. The 
conference membership will be composed of men and 
women broadly within the age group of 25 to 45- 
years who are engaged in the managerial, technical . 
and operative roles of industry, and proposals for 
membership will be made through an industrial? 
undertaking, trade union or other appropriate body. - 

There will be plenary sessions during the first 
three and a half days of the conference, and at one 
of these meetings – on July roth - Mr А. B. Waring, ` 
A.C.A., chairman and joint managing director of Joseph 
Lucas (Industries) Ltd, and a member of the Confer- 
ence Council, will speak on "The human problems 
of industry- how is management developing?” 
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Following the opening plenary sessions, members 
will spend nine days in study tours, each study 
group – consisting of fourteen members – spending 
half the time in one of a number' of provincial 
centres and the remaining time in London. Тћеу will 
then return to Oxford and in the final six days, group 
meetings will be held and further addresses given. 
H.R.H. The Duke of Edinburgh will make the 
opening address at the conference and will preside 
at the farewell dinner on July 27th. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or SEPTEMBER 4TH, 1880 
A leading articled entitled 
AMERICAN BOOK-KEEPERS, 


A few words in regard to an extract from a new 
American journal which we print elsewhere, will not 
be out of place. Although there is not much similarity 
between the professional avocations of a public ac- 


' countant in England and his cousin (professionally 


speaking) in America, still each has a common interest 
in questions appertaining to skilful and correct book- 
keeping; and, therefore, we gladly note the advent in 
New York of a fortnightly paper called The Book- 
keeper, from which the quotation above referred to is 
made. The paper aims at conveying instruction, both 
by an elucidation of principles, and by examples 
drawn from the accounts of large going concerns— 
to book-keepers occupying responsible positions; 
and the second issue, which is now before us, 
certainly indicates that the promoters are going 
straight for that goal in an honest and capable 
fashion. Moreover, the American organs of the press 
have given the bantling a friendly lift, and the large 
army of book-keepers (we retain the phraseology of 
the journal itself) appear to be rallying round the 
editor in an appreciative and vigorous fashion. It is 
not our present purpose to enter critically into the 
contents of the number now before us, or indeed of 
the programme laid down by the promoters—although 
we may return to the subject in a future issue. Our 
object now is simply to wish our professional friends 


` іп New York success in their undertaking. Any 


attempt to disseminate a knowledge of the principles, 
and an acquaintance with the practice, of good book- 
keeping, must command the sympathies of English 
accountants, irrespective of the country or locality in 
which such efforts may be made. For this reason our 
readers will be glad to learn, from time to time, that 
The Bookkeeper is pursuing a prosperous career in the 
United States. 
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INTERNATIONAL 
TAX CONGRESS 


HIS week, in Amsterdam, there was held the ninth congress 

of the International Fiscal Association, at which a large 

number of participants from many different countries . 
heard papers and held discussions on three chosen aspects of 
taxation. These were: “The common assessment and collection of 
income tax for members of one household’; ‘International double 
taxation in the field of turnover tax’; and “The double tax burden 
on earned and distributed profits of limited companies’. 

An acute and penetrating paper by a Belgian contributor 
contained a forceful attack on the principle of aggregating the 
income of spouses for tax purposes. He pointed out that the 
ostensible basis of the principle, namely that two people can live 
more cheaply in a joint menage, if it were sound, was not confined 
to married couples. He also pointed out the anomaly of making a 
husband responsible for returns of his wife's income, when he 
has no legal means of obtaining the information. Among the 
several very interesting papers on the highly topical subject of 
company taxation was one by Dn Е. E. KOCH, LL.D., A.A.C.C.A., of 
London, in which he described the situation in the United 
Kingdom and made extensive references to the report of the 
Royal Commission on the Taxation of Profits and Income. 

Mr J. Harvey Ркеку, Director of the Canadian Tax 
Foundation, also contributed a paper, which dealt with the law 
in Canada. Mentioning that in Canada a specific tax credit 


. is given against personal income to an individual investor in 


respect of the corporation profits tax borne by the companies from 
which he receives dividends, Mr Perry added that the credit was 
confined to Canadian residents; more than half of the dividends 
from Canadian corporations go to non-residents. 

'The International Fiscal Association is to be congratulated on 
the growing scope and importance of its congresses. As one 
writer put it, since the Second World War, isolation is no longer 
the first idea which governs economic relations between countries. 
Regional and world organizations have been set up to facilitate 
the free exchange of goods. At the same time there is a 
growing awareness of the need to integrate many forms of national 
taxes with the taxes of other countries. Тће spread of world 
trade brings with it ever more baffling problems of double or 
otherwise anomalous taxation. Much has been done by bilateral 
agreement but there is still a long way to go. In promoting inter- 
national understanding of the tax systems of various countries, and 
in encouraging research into the problems to which they give rise, 
the Association is performing a useful if unspectacular service. 
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ROYAL COMMISSION REPORT-XIV 
OVERSEA PROFITS 


S indicated in previous issues, the Com- 
А men аге by no means opposed to the 
general principle that residents in the 
United Kingdom should pay tax on their income 
from overseas. However, where that income con- 
sists of trading profits, special considerations are 
regarded as applying. The subject has a long and 
involved history; it is concerned not only with 
equity as between taxpayers but also with 
economic policy as well as international comity. 
The topic formed the subject of the Commis- 
sion’s first interim report, published in February 
1953. This interim report was made at the 
instance of the CHANCELLOR OF THE EXCHEQUER 
who wrote to the Commission in August 1952 
indicating that he and other members of the 
Government were much concerned with the 
matter. He said a proposal had been made that 
where colonies give special reliefs to new and 
developing concerns, similar relief should be 
given to the concern from United Kingdom 
taxation: he asked the Commission to deal with 
this proposal as a matter of urgency, 

The first interim report contained three 
recommendations, all unanimous, which may be 
summarized as follows: 

(1) Removal of the restriction of unilateral 

relief. 

(2) Statutory relief where overseas profit can- 

not be remitted. 

(3) Statutory power to the executive to make 

double tax relief conventions under which 
credit is given against United Kingdom tax 
for foreign tax from which the taxpayer 
has been relieved by concession. 
At the same time the Commission rejected the 
suggestion that all overseas trading profit be 
assessed on the remittance basis rather than the 
arising basis. The Finance Act, 1953, imple- 
mented recommendations (1) and (2) and at the 
same time closed a loophole in the remittance 
basis, namely, the device of borrowing money 
from a bank here and paying it back to the bank’s 
foreign branch. 

The unanimity of the first report did not 
survive in the final report. Indeed, it was so con- 
spicuously lacking that Chapter 24, dealing with 


overseas profit, adopts a method – absent from 
the rest of the majority report — of setting out 
the conflicting views of the members. The chapter 
begins with three general observations: that 
‘overseas income’ is not easily brought within a 
comprehensive definition; that the taxation of 
profits made by companies which operate both 
here and abroad carries with it anomalies; and 
that the taxation of overseas income is not a 
purely domestic problem. As regards the last 
consideration, the report points out that — 

(1) international usage has settled that the 
country in which trading profits arise has 
the prior right to tax them; 

(2) there are few countries which do not exer- 
cise the right, although the tax chosen may 
be ostensibly a royalty, export tax, or some 
other tax whicli cannot actually be described 
as an income tax; 

(3) most countries give exemption or prefer- 
ence for the overseas trading profits of their 
residents. 

Somewhat surprisingly, there were two con- 
clusions on which the Commission were entirely 
unanimous. The first is that all purely invest- 
ment income (excluding possibly trading invest- 
ments of a trading company) of a United Kingdom 
resident should be taxed in the United Kingdom 
as at present but subject to the minor change 
already indicated. The second conclusion is that 
once overseas profit has been withdrawn from 
trade and made available to individuals it should 
not have any preferential treatment. 

Also eliminated from discussion are the over- 
seas trading profits of individuals and partner- 
ships of individuals. The majority of the Commis- 
sion, who are in favour of special relief for over- 
seas profits, consider that the relief should be 
confined to companies, observing that it is quite 
open to individuals and partnerships to turn over 
their businesses to companies formed for the 
purpose, if they want to avail themselves of relief. 
In saying this, the majority possibly overlook their 
statement in the preceding chapter to the effect 
that the business of Я Lloyd’s underwriter is 
international and that the Government is satisfied 
that such business could not be conducted at all 
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if individual underwriters-operated in the form 
of companies. 

The Case for Exemption 

The majority rest the case for exemption mainly 
on economic grounds; the United Kingdom is 
bound to do what it can to foster the growth of 
its overseas trade, whereas its present tax system 
puts its traders at a disadvantage vis-d-vis their 
foreign competitors. Although a company operat- 
ing abroad can (with Treasury permission) move 
its control and management there and thus avoid 
United Kingdom tax, this is economically un- 
desirable since it results in the rupture of a 
whole series of British connections important to 
the general economy. Double tax relief as at 
present operated is regarded as inadequate for 
three reasons. In the first place the United 
Kingdom rate, which is the minimum rate for 
British companies, is usually higher than the 
total rate borne by their foreign competitors. 
Secondly, there are countries which impose taxes 
in a form which prevents them from ranking for 
British double tax relief. Thirdly, when the 
foreign country grants special tax concessions, 
the only result in the case of a United Kingdom 
company is to increase the share of tax received 
by the United Kingdom. 

„Тће minority answer the economic arguments 
by observing that the disadvantages borne by 
companies trading overseas are common to all 
trades which produce for export and may even 
affect industries which produce entirely for the 
home market, if they have to face overseas com- 
petition on that market. The country’s difficulties 
over the balance of payments mean that we 
cannot afford to encourage overseas investment 
to more than a limited extent. There is a good deal 
of evidence that the country is already investing 
abroad more than it can afford. Finally, en- 
couragement of overseas investment by exempt- 
ing the profits that result from it will go to swell 
the revenue receipts of foreign countries at the 
expense of our own. 

After setting out other arguments and counter- 
arguments, the majority proceed to examine the 
manner in which exemption should be given. 
They reject as too difficult the device of exempt- 
ing income as such which, being trading profits, 
is established to be overseas income. 

What is recommended is that exemption from 
income tax (but not profits tax) be given to those 
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companies which fall into a defined category of 
‘overseas trade corporation’. The definition would 
of course include every existing company that 
derives all its income from overseas operations 
but is under the central control of a board of 
directors in London. But the definition would 
go much beyond that; the purchase of supplies, 
equipment and replacements in the United 
Kingdom would not take a company out of the 
definition. Again, there are companies operating 
such concerns as mines and plantations abroad but 
selling their products here; they, too, would enjoy 
exemption. Finally, there is the purely export 
trade; a company in the United Kingdom pro- 
ducing wholly for export would also qualify, 
provided the sales were made overseas. Where a 
British manufacturer produced for both the 
export and home markets he would be expected 
to set up a separate company which would pur- 
chase its supplies from the parent and export 
them all-such a company would also qualify 
for exemption. If the export department of a 
manufacturer's business was too small to warrant 
the setting up of a separate company, he, like the 
individual or partnership of individuals, would 
not profit from the change, although it is implicit 
in the majority report that the companies most 
deserving of help on economic grounds are just 
those companies which make the maximum con- 
tribution to the solution of our balance of pay- 
ments problem, i.e. those which achieve exports 
with the minimum of overseas investment. 
' The minority stress the immense complica- 
tions of the proposed exemption and express 
the belief that it would expose the Government 
to criticism that it subsidizes exports through _ 
preferential tax measures. The loss to the Revenue 
would be something in the order of [50 million 
per annum. The minority agree that similar 
measures are already taken by some other export- 
ing countries but they suggest that the remedy lies 
in international efforts to suppress such prac- 
tices, rather than in imitating them. 
' Under the scheme the shareholders in the 
lucky companies would still bear tax on their 
dividends, but at a reduced rate so as in effect to 
give them. credit for the overseas tax borne by 
the company. The majority readily admit that : 
this apparently simple idea would bring very 
considerable complications in practice. 

(To be concluded.) 
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QUORUM | ^ 


by S. D. ТЕМКМ, M.A., LL.B. 


HE word ‘quorum’ is transparently Latin in 

origin and brings back memories of the 

declension of the personal pronoun qui, 
of which it is the genitive plural. In its common 
use in the English language it means a fixed 
number of members of a body whose presence 
is necessary for the transaction of busine з. The 
use of ‘quorum’ in this sense springs fri m the 
wording of the commissions of the peace ‘which 
in days gone by appointed all the justices jointly 
and severally to keep the peace ‘quorum A.B. 
unum esse volumus — of whom it is our will that 
A.B. should be one’, i.e. A.B., by reason of some 
special quality, was designated as essential for the 
transaction of business. 

Today it is usual for statutes or statutory rules 
to make provision for a quorum in the case of 
public bodies, and likewise with the constitutions 
of private associations. What if the constitution 
is silent? Must all the members be present before 
any business can be done? In the case of a 
corporation the common law rule is that in the 
absence of some provision in its constitution or 
some special custom, the majority of the members 
constitute a quorum and may validly proceed to 
business, and it is conceivable that the same rule 
applies to unincorporated associations, such as 
clubs. 

Companies Act Provisions 

This common law rule does not apply to 
registered companies, because the Companies 
Act, 1948, itself provides for the quorum at 
meetings of members. In practice, the matter is 
dealt with in the articles of association, whether 
Table А or special articles, but Section 134 of 
the Act lays down that, in so far as the articles 
do not make other provision, in the case of a 
private company two members, and in the case 
of any other company three members personally 
present, shall be a quorum for a 'meeting' of 
members. Table A, which will govern the com- 
pany unless it adopts articles excluding those in 
Table A in whole or in part, makes similar 
provision: see Article 53 of Part I and Article 4 
of Part II. 

. The wording of these articles may be quoted 
in part since it is relevant to a matter considered 
later: 

‘No business shall be transacted at any general 
meeting unless a quorum is present when the 
meeting proceeds to business, . . .' 


The question has arisen in Scotland as to whether 
in view of the terms of Section 134 of the Com- 
panies Act, a company can, by special articles, 
reduce the minimum number to constitute a 
quorum to a number below three (or two in the 
case of a private company.) 


А Meeting, of One 

In Re James Prain ([1947] S.C. 325) a private 
company, whose articles provided that two or 
more members present in person or by proxy 
should be a quorum, passed a resolution for the 
reduction of its capital at a meeting at which the 
chairman was the only person present in person, 
though in addition to his personal holding he 
was a trustee under two trusts and held a proxy 
from another shareholder. The Court of Session 
declined to confirm the petition on the ground 
that there had been no 'meeting'. The articles, 
in that they allowed members present in person or 
by proxy to count towards the quorum, differed 
from the provision found in the Act and Table A, 
but the Court held that though articles might 
add to the number required to constitute a 
quorum, Section r34 laid down a minimum 
which the articles could not diminish in the case 
of a private company — 

*, . . this is an enactment,’ said Lord Moncrieff 

(at page 329), 'relative to the constitution of what 

is described a "meeting", and a meeting at which 

only one member is present to play multiple parts 
may be thought to be nothing other than a panto- 
mime’. 

Reference may also be made to the case of one 
of the old Cornish tin mining companies carrying 
on business under the Stannaries Act, 1869 – 
Sharp v. Davies ([1876] 2 Q.B.D. 26). A call was 
made at what purported to be a meeting of the 
shareholders which was attended by one share- 
holder only, apart from the secretary. One of the 
shareholders refused to pay the call and con- 
tended its validity on the grounds that it had not 
been made at a meeting of shareholders as 
required by the rules. The Court held that no 
meeting had taken place since one person could not 
constitute a ‘meeting’. Lord Coleridge, C.J., said: 

*. . . the word "meeting", prima facie, means a 

coming together of more than one person. It is, 

of course, possible to show that the word “meeting” 
has a meaning different from the ordinary mean- 
ing, but there is nothing here to show the case.’ 
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This appears to have been followed by Sir 
George Jessel in Re Sanitary Carbon Co ([1877] 
W.N. 223). The question is still open whether 
in the case of a public company the articles may 
reduce from three to two the minimum laid down 
by Section 134 in the absence of special provision. 

It appears from these cases that there must be 
two persons physically present; the fact that a 
single person is present in more than one capacity, 
eig. as a member in his own right and as a proxy 
for another member, does not make him two 
persons. This is a point. to be borne in mind 
when appointing proxies in a company with 
only two or three members. Difficulties can arise 
when the number of members is reduced by 
death, and in such circumstances the special 
powers of the Court or the Board of Trade may 
have to be invoked. 


Directors’ Meetings 


With regard to meetings of directors, the 
position is different. The Companies Act is 
silent as to the requisite quorum for a directors’ 
meeting, but Table A contains a clause (Article 
99) which provides: 
‘The quorum necessary for the transaction of 

the business of the directors may be fixed by the 
· directors, and unless so fixed shall be two.’ 
It is, of course, entirely optional in the company 
to adopt this article, though most companies do. 
The wording of Article 99 of Table A, which in 
practice regulates the affairs of most companies, 
may cause company secretaries distress at the 
thought that a sole director may have been 
exercising powers which ought to have been 
exercised by two. The Act permits a private 
company to have a sole director and Article 99 
must be construed as imposing the minimum of 
two only if there are that many. 
| Must the minimum number necessary to 
constitute a quorum be present throughout the 
meeting? This point came before the Court last 
year in Re Hartley Baird Ltd ([1954] 3 All E.R. 
695), where the validity of a resolution for the 
reduction of the capital of a company was in- 
volved. When the meeting in question started a 
quorum was present, but while the matter was 
under discussion one of the members – in fact a 
dissentient member – departed with the result 
that when the resolution was put to the vote no 
quorum was present. The question was raised 
whether the requirements of the articles, which 
in part followed the form*of Table А, had been 
complied with. It was held that the requirement 
applied to the position *when the meeting 
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proceeds to business' and by implication, not 
to the position when it takes a vote. In reaching 
this decision Mr Justice Wynn-Parry took a 
different view than a Scots judge had done in a 
case sixty years earlier. One does meet articles of 
association framed so as to secure equality of 
control between two major director shareholders, 
in which the Table A form as to directors’ 
meetings is varied by stipulating: ‘For all pur- 
poses А. and B. present in person shall be a 
quorum' ог: "There shall be no quorum unless 
both A. and B. shall be personally present’. 

In the light of Re Hartley Baird Ltd, if having 
been present at some part of the meeting A. 
were to depart then B. could carry on in his 
absence. Of course, articles could be so framed 
as to prevent this result, but it is important to 
note that the hasty adaptations of Table A which 
are sometimes improvized will not. 

Wilful abstention from attendance when it 
prevents a quorum being obtained causes diffi- 
culty but is not incurable. If default is made in 
holding the annual general meeting then the 
Board of Trade, on the application of any member 
of the company, may direct the calling of such 
meeting and in so doing may direct 

. ‘that one member of the company present in 

person or by proxy shall be deemed to constitute 

a meeting.' 

Companies Act, 1948, Section 131 (2). This 
power relates only to the calling of the annual 
general meeting. Section 135 gives to the Court 
a power to call any kind of meetings of com- 
panies and likewise to direct that one person 
shall constitute a meeting. 


Bankruptcy and Winding -up 


What is the position when a company is in 
liquidation? Under the Companies (Winding-up) 
Rules, 1949, Rule 138 (т), three creditors entitled 
to vote must be present or represented at a meeting 
of creditors except for the purpose of electing 
a chairman, proving debts and adjourning the 
meeting; and a similar provision applies to 
meetings of contributories. If the number 
entitled to vote does not exceed three then all 
must be present or represented. Similar rules 
apply to meetings of creditors in bankruptcy, 
(see Bankruptcy Act, 1914, Section 13 and 
Schedule I, Rule 24. In calculating the quorum for 
this purpose only persons entitled to vote are to 
be reckoned (Bankruptcy Rules, 1952, Rule 247). 
Thus only those creditors who have lodged 
proofs and whose proofs are admitted for voting 
can be reckoned. 
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PROFESSIONAL GOODWILL: METHODS 
ОЕ VALUATION AND PAYMENT —II 


by E. KENNETH WRIGHT, M.A., F.C.A. 


SUITABILITY OF ANNUITY BASIS IN DIFFERENT 
CIRCUMSTANCES 


HE advantages of the annuity basis are so 
compelling, and the advocacy of its adherents 


is so enthusiastic, that it is necessary.to point 
out that it is not equally suitable for all types of firms. 

53. Ав already mentioned, the advantages are all 
the greater when the incomes of the continuing 
partners exceed those of the annuitants since tax 
savings аге effected. If, for example, the share of 
profits is £5,000 and the annuity is £2,000 and both 
parties are married, with no other income, and earned 
income relief is obtainable on the annuity, then the 
cost of the annuity to the incoming partner, after 
tax, will be £750 a year whilst the benefit to the out- 
going partner will be £1,500 a year. But the position 
may be reversed, and the income of the outgoing 
partner may exceed that of the incoming partner: 
in such circumstances the annuity basis makes a 
gratuitous gift to the Inland Revenue. 

54. А second factor is the size and standing of the 
firm and the age distribution of its members. It is 
my. personal view that the annuity basis is not really 
suitable for the small firm with two, three, or even 
four partners. It may be that there is no alternative 
but the payment of a reasonable annuity by a small 
firm might impose a considerable burden on the 
continuing partners, and the outgoing partner's 
security would not be as good as he might "wish. 
A normal pension usually represents either a part 
of the earnings of the pensioner which were set 
aside and funded (gross) over his working life, or a 
charge assumed by the State or a continuing corpora- 
tion. The annuity paid to a retired partner, in 
contrast, is unfunded and is paid out of the future 
earnings of a comparatively few people. They are 
wiling to undertake the liability because they are 
thereby saved the need of providing а capital sum, 
and they hope that they will be similarly treated 
when their time comes. Most people would prefer 
to have the security of a pension paid out of a 
funded scheme to one depending on the future 
fortunes of the continuing partners. 

5. It is interesting to speculate on the proportion 
of the profits of a firm that can be reasonably set 
aside to meet retirement annüities, based on the 
assumption that the retired partners will have a 
: normal longevity. А great deal depends on the 


number of continuing partners, the size of the profits 


they share and the likelihood that the profits will 
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continue. A firm of five partners earning £25,000 a 
year could easily provide an annuity of, say, £4,000 
for a retired partner who had been receiving twice 
that amount. The position would be very different 
if two more of the partners were due to retire within 
the next ten years. And it would be a very heavy 
burden for a firm of two partners, earning a total of 
£2,000 to undertake an annuity of £500 to a retired 
partner. I suggest that commitments entered into for 
annuities should not exceed one-quarter of the 
anticipated profits in the case of the first example, 
or one-tenth in the second example. 

56. The age spread is of first importance. ‘It is 
very little use for three partners, all in the late ` 
50's to sit down and to revise their partnership deed 
by vesting goodwill in the firm and in its place 
providing for the payment of generous annuities on 
retirement at 65. Such a deed would not be worth 
the paper it was written on.unless incoming partners 
could be found who would undertake the liability. 
The first question incoming partners should ask 
would be: ‘How much of my earnings am I binding 
myself to pay to former partners as pensions?’ One 
must visualize the possibility of tragic situations-in 
ten or twenty years’ time in which firms are so 
heavily burdened with obligations to pay pensions to 
retired partners that they cannot attract new partners 
to share the burdén and the existing partners have to 
struggle forward with no assurance that they them- 
selves will be looked after when their time comes. 

57. The situation would be very different in a 
large firm of fifteen or more partners with well spread 
ages. In such a firm the burden of ‘the annuities 
would fall on broad shoulders and it would normally 
be unthinkable that the firm should dissolve. The 
incoming partners would undertake their share of the 
provision of the annuities in the confident knowledge 
that in their turn they would enjoy comparable 
retirement benefits. The position of the annuitants 
in such a case would be well founded and they could 
settle down happily to live to a ripe old age without 
feeling either insecure ot that they were being a 
nuisance to anybody. 

58. Difficulties arise in cases where one or more of 


` the partners has already passed the normal retirement 


age. An offer of a life annuity to a man of 75:18 not 
normally attractive, though it may help if it is made 
payable for a guaranteed period to his nominees in 
the event of his early death. At such an age the 
counter-attractions of a capital sum would be great, 
but in such circumstanges the other partners would 
be even less interested Sian usual in paying a capital 
sum. Professional goodwill is a very personal matter 
and although circumstances vary widely it is fair 
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to say that by the time a partner reaches an advanced 
age a good deal of the goodwill he once enjoyed 
will have transferred itself to his partners so that, 
outside the terms of any partnership deed which may 
be in.force, he has very little left to sell either for an 
annuity or a lump sum. In such cases the problem of 
retirement becomes particularly difficult and delicate. 


THE ANNUITY BASIS IN PRACTICE 


‚ 59. About one-third of the firms who replied to 
the questionnaire have some form of annuity system: 
usually it is a straight alternative to dealing with 
goodwill on a capital basis and in others it is com- 
bined with the valuation of goodwill at а notional 
figure, sometimes nominal and always less than it 
would be on the traditional basis. Several firms 
indicated that they are considering a change to the 
annuity basis and two or three said they were 
waiting for a decision on Tucker II before deciding 
what to do. Practically every example dates from 
some time within the past twelve years and where 
reasons for adopting the system are given they are all 
the same: the high rates of taxation in the war and 
post-war years made the old basis impracticable if 
individuals of the right type of character and ability 
were to be enabled to enter the partnership. 

60. In general the annuity system has been adopted 
mainly by the larger firms: the average number of 
partners in the firms who have adopted the system 
and who gave me information is eight, but in one 
case a firm with only two partners had a carefully 
worked out arrangement. 

61. As already said, it might have been expected 
that a common arrangement would be to ascertain 
the value of goodwill on some conventional basis 
and then to translate it into an annuity of the 
amount which could have been purchased with such a 
capital sum. In practice, however, only two firms 
‘worked on this basis: one ascertained the annuity 
which could have been bought with a capital sum 
equivalent to the share of profits of the retired 
partner for two years after his retirement and the 
other adopted the share of profits for one year only. 
In the majority of the other examples the annuity 
was a proportion of the share of profits which the 
retired or deceased partner had been receiving or 
would have received, although there were several 
instances of the annuity being fixed on an ad hoc 
basis without any direct relation to shares of profits 
and one firm provides for equal annuities to all 
retired partners irrespective of their rights to share 
profits. 

‚ 62. The amount of the annuity varies widely, as 
does the period for which it is payable. One firm 
pays an annuity equivalent to two-fifths of the 
‘retired partner’s share of the profits for the remainder 
of his life with a minimum of seven years, the 
‘equivalent of the balance hging paid to the retired 
'partner's dependants in the event of his dying 
within seven years of retirement. Two firms pay the 
equivalent of one-third to the retired partner or his 
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dependants for a fixed period of ten years. Two 
others pay one-quarter, one for life with a survivor's 
pension of one-sixth to the widow, which is in turn 
reduced to one-twelfth on her remarriage, the 
second for a guaranteed period of seven years 
irrespective of survival. Óne firm pays the equivalent 
of one-half, but for five years only. The amounts of 
the annuities seem modest when compared with the 
two-thirds pension which is frequently paid by 
industrial undertakings: no doubt they are often 
related to substantial figures and they probably 
reflect a cautious initial approach to a new problem — 
the provision of pensions by a limited number of 
continuing partners who are unwilling to go too far 
in the early stages in binding themselves to what may 
be a heavy burden. 

63. Where the annuity is a proportion of the share 
previously enjoyed by the retired partner, the measure 
is usually the average profits earned over a number 
of years before retirement. On this basis the retired 
partner knows where he stands and does not share 
in the good or ill fortune of the firm after he has left 
it. In some cases, however, the measure is the profits 
earned after retirement: this is more in line with the 
idea of goodwill being the purchase of future profits 
and allows for the effect of the outgoing partner's 
retirement and assures the continuing partners that 
the annuity will be in line with their ability to pay. It 
may, however, lead to an unfortunate situation if profits 
fall, not as a result of the outgoing partner's retire- 
ment but because of his successors' lack of ability. 

64. In one case where the amount of the annuity is 
fixed on an ad hoc basis an addition is made to the 
annuity payable to those partners who have paid a 
capital sum for their shares in the goodwill. This 
appears to be a convenient way of dealing with the 
transitional problem of changing over from a capital 
to an income basis for dealing with goodwill and is an 
alternative to the method discussed elsewhere where- 
under, on the changeover being made, a fixed sum 
is capitalized in the firm’s accounts and credited to 
the capital accounts of those partners who had paid a 
capital sum for their share in the goodwill. 

65. In most cases the obligation to pay the annuity 
is undertaken by the firm, that is by the partners for 
the time being — new partners being admitted only 
on condition that they agree to share in the payment. 
Occasionally the obligation is undertaken by indi- 
vidual partners in the proportion that they acquire the 
outgoing partner's share. One feels that such an 
arrangement cannot be equally satisfactory to the 
outgoing partner or his dependants and where there 
are successive changes the book-keeping must 
become increasingly complex. 

66. Where an annuity is payable to a retired 
partner it is usually provided that he shall remain 
available in a consultative capacity. The majority 
of annuity arrangements provide in some way for 
the security of dependants of partners who die before 
retirement, or who die within a certain period after 
retirement. In the case of death before retirement, one 
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firm provides for a seven-year annuity of the amount 
which the deceased partner would have had if he had 
retired: another for a ten-year annuity of similar 
amount. A firm which leaves the question of annuities 
on retirement open provides for an annuity to 
dependants in the event of death before retirement 
equivalent to one-fifth of the amount whch the 
deceased partner would have been entitled to for 
the ten years after his death. In dealing with deaths 
after retirement the practice depends on whether 
the retired partner was receiving a life annuity or an 
annuity for a fixed term of years. Where a life 
annuity is payable there is often a guaranteed 
minimum number of payments, and if the retired 
partner dies before the guaranteed period is up the 
balance of the payments are made to his dependants. 
Where the period of years is fixed the annuity for the 
balance of the term is paid to the dependants. 

67. The arrangements for paying annuities are 
generally incorporated in the partnership deed, but 
there are instances where the whole basis depends 
upon a general understanding between the partners. 
Incidentally, I have not been informed of any 
instances where a retiring partner has obtained an 
annuity and then sold his right to the annuity, 
thereby acquiring a capital sum. In suitable circum- 
stances there could be obvious taxation and other 
advantages in such a procedure but the likelihood of 
finding an institutional investor willing to buy the 
annuity at an acceptable price would depend on a 
variety of circumstances. 


Particular Matters 


68. І have set out at some length the methods 
which are being used for valuing and paying for 
professional goodwill. That was the subject I was 
asked to speak about, and the information which was 
so willingly given to me seemed of such interest 
that it deserved recording. But I am left with no 
time to discuss a number of associated problems 
which are relevant and these particular matters are, 
therefore, relegated to appendices. 

69. There 1 begin by considering the transitional 
problems of transferring from the capital basis to 
the annuity basis, and find that they are not very 
serious. Then the question of working capital is 
dealt with because goodwill and capital are closely 
related and I suggest that we are probably using 
more working capital than is necessary. Next I 
examine the ways in which finance can be provided 
and find that although it is possible to borrow on 


reasonable terms in order to pay for goodwill, there 


is no really satisfactory agency for the provision of 
capital for professional firms. 

то. After this there is a discussion on the allied sub- 
jects of the age of admission and the age of retirement, 
both of which have an important bearing on the 
subject of goodwill. Being myself 45, or nearly half- 
way through my career, I may perhaps claim to be an 
honest brokerl I have then introduced a few para- 
graphs on the part that assurance can play in partner- 
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ship finances, and for these I am indebted to an | 
insurance broker. 

7x. Finally I discuss, briefly and very tentatively, a 
number of technical considerations connected with 
income tax and estate duty. These deserve a paper 
to themselves and I must emphasize that they are 
no more than a sketch of the problems to be borne 
in mind. I look forward to learning more in the course 
of our discussion. 


Tucker II and After 


72. І have tried to be objective in my reporting 
but I doubt whether I have succeeded in concealing 
my view that professional goodwill, regarded as a 
financial asset, is nowadays far from robust. This 
view has not been shaken by the evidence of the 
prices which are actually being paid; I find some of 
them remarkablel 

73. The cause of the malady is obvious: goodwill 
can only have a firmly based financial value if it offers 
some form of super-profit, and today it does that 
only rarely. These are the great days of industry, 
we are the poor relations waiting — with dignity, 
I hope – for our turn to come again. And nothing 
could do more to rally the patient than fiscal legisla- 
tion which would allow the professional man to 
share the advantages already enjoyed by his counter- 
part in industry in providing for retirement, 

74. l had hoped, therefore, to close on a more 
cheerful note by recording the adoption, in one 
form or another, of the proposals of the second 
Millard Tucker Committee. I had, I think, good 
reason for being optimistic for their justice is at last 
widely accepted. А year ago the Chancellor had not 
had the time to give them consideration, nor had ће 
the money to implement them. This year it seemed 
that the auspices were favourable: the surplus was 
there and it looked as if the relief would be particularly 
timely since it would not in any degree be inflation- 
ary. We all know what has happened: a Finance Bill 
which has to pass through all its stages in a fortnight 
is no place for necessarily complex provisions about 
retirement benefits. We must once again be patient 
and wait for the next time, hoping that the cupboard 
wil not then have been bared by the reliefs just 
given, and that there will be a large retrospective 
element in any proposals which are then put forward. 


Conclusion 


75. The financial deterrents to private practice are 
many ~ the costs of training, the financing of capital 
and goodwill, the decline of super-profits, the lack 
of pensions. They combine to build a formidable 
barrier in the way of the would-be entrant. But it 
would be a grave mistake, and a disservice to the 
professions, to exaggerate them, for the attractions 
are equally important – independence and responsi- 
bility, interest and variety, opportunity and freedom. 
T hope this paper will encourage co-operative thought, 
planning and action to enable the deterrents to be 
overcome. 
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APPENDICES 
Transitional Problems 


! 76. The main difficulty in the way of changing 
over from the capital basis to the annuity basis is 
that at present the majority of partners in our pro- 
fession have acquired their shares in goodwill on a 
capital basis and have ordered their lives and 
thinking in the expectation that they would one day 
be paid out in the same way. 

| 77. The problem is practical rather than theoretical 
for there is no reason why a straightforward change 
should not be negotiated, if desired, on terms 
equitable to all the parties. The partner who is 
near retirement age will have enjoyed his full share of 
the firm’s profits for the greater part of his career: 


he will have paid capital for his share of the goodwill. 


on entry, and instead of receiving capital on retire- 
ment he will receive an annuity. Тће fairness of the 
transaction will depend upon his age, the amount 
of the annuity, its guaranteed period and so on. If 
these matters are satisfactorily settled he will have 
suffered no injustice. The incoming partner will pay 
nothing for goodwill, and will expect to receive 
nothing when he retires. His earnings will be reduced 
throughout his career by his share of the annuities 
paid to retired partners and in compensation therefor 
he will expect to receive an annuity when his turn 
comes. Here again the arrangement is fair. The 
position of the middle partners will be somewhere 
ipiis the two extremes. 

78. In practice, however, it may happen that an 
outgoing partner cannot afford to forgo ell the capital 
sum he expected to receive on retirement. In some 
such cases a compromise is arranged and on the 
change-over taking place a notional sum is capitalized 
апа credited to the capital accounts of those partners 
who had paid for their goodwill. This arrangement is 
dlso used with an eye (perhaps an over-cautious eye) 
en the estate duty position — in several examples the 
figure is stated to have been fixed in consultation 
with tax counsel, and in one the approval of the 
Estate Duty Office was sought and obtained before it 
was adopted. 


| Working Capital 

79. Working capital needs attention for two reasons: 
it is relevant to the idea of super-profit and the 
practical question which an incoming partner should 
ask is, 'How much cash must I put up, for capital 
and goodwill combined, in order to enjoy a given 
income?" With limited funds available for investment 
the new practitioner would probably be more able 
and willing to pay a capital sum to acquire goodwill if 
the business needed only a modest amount of 
working capital. 

8o. The capital requirements of different profes- 
$ions vary widely: architects, with their carefully 
specified system of progress payments probably need 
little, whereas solicitors, with long-drawn-out ac- 
counts, want a great deal. What is said here necessarily 
relates mainly to our own profession. 
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8r. Ignoring special items such as freehold and 
Језа о ант investments in associated firms, 
and cars, the working capital of an accountant 
comprises furniture, office machinery and library, 
debtors for accounts rendered, chargeable expenses 
not yet billed and work in progress. À very small part 
of the total will be financed by creditors. Work in 
progress, where brought in at cost, probably accounts 
for about half of the working capital requirements of 
& firm. Of the rest the furniture, equipment and 
library would amount to a little less, and the debtors 
and chargeable expenses to rather more, than a 
quarter. 

82. Working capital ought to be compared with 
turnover, but we are interested in knowing its 
relation to profits and in the questionnaire I asked 
the approximate amount of working capital required 
for each {100 of net profit, excluding capital re- 
quired to finance freeholds, leaseholds, investments, 
etc. The answers varied from a maximum of £300 
to a minimum of £20, but two-thirds of the total 
replies fell within the range {80 to f15o. The 
overall average was {110 and allowing for varying 
treatments of work in progress it seems reasonable 
to take the qa requirement for working capital 
as being in the neighbourhood of {£125 for each 
£100 of profit. 

83. I expected that the needs of the larger firms, 
with their substantial salary bills and large audits 
spread over a long period of time, would be con- 
siderably heavier than those of the smaller firms, 
where there is a quicker turnover and more of the 
work is dealt with by partners’ time, but this 
expectation was not borne out by the replies: there 
was no marked difference between the require- 
ments of large, medium or small firms. This is a 
convenient point at which to emphasize the smallness 
of the sample on which T have been working. 

84. The working capital of two-thirds of the firms 
who answered the inquiry is provided by the partners 
in their profit-sharing ratios. One firm emphasized 
that it felt it was an important principle in the con- 
stitution of a partnership that this should be so. 
Often, no doubt, the individual partners provide their 
shares partly by means of borrowings from banks or 
other agencies: in one case I was told that the firm’s 
bank was very helpful in providing such loans 
repayable out of profits over a long period of years. 
Of the remaining firms which do not provide capital 
in profit-sharing ratios the majority help the junior 
partners by enabling them to build up their capital 
accounts out of profits over a period of years. It is 
interesting to surmise how many young partners are 
being helped in this way by comparatively well-to-do 
senior partners, and to wonder whether the next 
generation of senior partners will equally be able 
to help their younger colleagues. I am afraid that 
today, in numbers of firms, the junior partners are 
being shielded from the financial facts of life by a 
well-to-do and benevolent senior partner! 

85. Very few of the firms who furnished me with 
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information make use of borrowed money to finance 
their working capital. Only one in ten of the firms 
(as distinct from the individuals) have loan capital 
on a permanent basis, and even there the highest 
proportion of loan capital to total capital was one- 
third. A further то per cent of the firms make use of 
temporary bank overdraft facilities. It would be 
fruitful for the.profession to consider whether any- 
ing can be done to reduce the working capital 
which has to be provided by the individual partners, 
and hence to facilitate entry. One gets the impression 
that many firms are tardy in rendering their accounts: 
audits take long enough to complete nowadays and 
in some cases the work extends more or less con- 
tinuously over twelve months or longer: it seems 
reasonable that the account should be rendered as 
soon as the report is signed, or at the latest on the day 
the annual meeting approves the fee. In the case of 
taxation, executorship and similar work where one 
year merges with another and there is often no 
clear finishing line, an annual charge seems justifiable. 
With company and transfer work quarterly bills can 
usually be arranged. In my experience clients do not 
object to the prompt and regular submission of 
accounts: on the contrary many company accountants 
complain of the difficulties of getting their professional 
advisers to render charges for their servicesl 

86. A second means of reducing working capital 
requirements would be the institution of some system 
of progressive payments, somewhat on the lines 
adopted by the architects. Where an audit extends for 
many months the cost of the work in progress is 
considerable and serious, objections are unlikely to 
come from clients if payments on account are asked 
for. Some firms already arrange such payments and 
with.some co-operative effort it would very likely 
become general practice and be regarded as entirely 
natural. Perhaps many of us are rather too proudl 

87. Finally, I wonder whether a larger part of 
whatever borrowing is necessary should be done by 
the firms, rather than by the individual partners. 
The financial standing of a well-established firm 
| with substantial work in progress should normally 
justify borrowings on bank overdraft for the excess of 
working capital requirements above the annual 
minimum. Here again I suggest it is largely pride which 
makes us prefer to keep out of the red. 

88. It might well be that the cumulative effect of 
these suggestions would be to reduce the working 
capital requirements of a typical firm from the 
figure of £125 per £100 of profit mentioned above, 
to £75 per {100 of profit, or even less. Such a 
reduction would play an important part in facilitating 
entry into the profession and would also ease the 
problem of paying something for goodwill. 


Provision of Finance 
89. The money an incoming partner needs to pay 
for his share of the good will (if dealt with on a lump- 
sum basis) and capital of the firm may come from 
various sources: from his own pocket, from his 
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family, from the other partners, from a bank or from 
a finance or insurance company. Clearly it is most 
convenient if he has sufficient capital himself, 
although where such capital is limited and the 
incoming partner is a young man with family 
responsibilities, he will regret converting marketable 
securities into comparatively frozen assets. Family 
borrowing — perhaps at generous rates of interest ~ 
may be appropriate where the purchase of the share 
assures a steady and substantial income; Family 
gifts depend upon circumstances and may in some 
cases serve to bring home to wealthy parents the 
estate duty advantages of anticipating their testa- 
mentary dispositions! 

9o. Much can be done by the existing partners to 
help an incoming partner by allowing him to build 
up his capital, and to discharge his payment for 
goodwill, gradually out of profits. This assumes that 
the other partners can themselves afford to finance 
their new colleague: today, maybe they can, but the 
trend is in the other direction. In any case it is 
likely to be the senior partners who provide most 
of the help and, as just mentioned, too much help 
of this sort may lead to disillusionment and difficulty 
when the senior partners themselves die or retire. 

91. Banks are not very suitable agencies for helping 
the individual partner: it is no part of a bank's 
normal job to provide long-term finance for the 
purchase of assets. Where the individual is of good 
standing and is joining an established firm which 
is itself a customer of the bank, generous overdraft 
facilities are no doubt often made available, but to 
the bank they are unsecured loans and a banker has 
told me he regards them as departures from сору- 
book banking principles. 

92. So far as loans to firms themselves are con- 
cerned (and such loans would indirectly reduce the 
working capital required by the firm, and hence the 
amount which. has to be provided by the incoming 
partner) a bank will normally be ready to grant 
temporary overdraft facilities to approved customers 
to meet seasonal peak demands for working capital 
such as occur when a firm has a number of substantial 
audits which take many months to complete and fall 
due for payment at about the same time. It should be 
emphasized, however, that even such temporary 
advances do not fully accord with orthodox banking 
practice for the reason that suitable banking security 
is not available — the work in progress of an account- 
ant, for example, cannot be attached iri the same way 
as bales of cotton in a warehouse. One banker 
suggested to me that one difficulty is that the capital 
accounts of partners in a firm are not fixed but can be 
drawn upon at will and that the bank would be in 
a much better position to lend if professional firms 
could adopt corporate status, since shares in a 
company would provide much better banking 
security than do shares ¢n a partnership. 

93. Whilst, therefore, banks do give valuable help 
in providing partnership finance - and in recent 
years the demands made upon thém have been 
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increasing – they cannot be regarded as a fully 
gatisfactory source of funds, either for the individual 
partner or for his firm. 

: 94. Some insurance companies and finance houses 
have set up arrangements for making loans to pro- 
fessional men to assist them in the purchase of shares 
in partnerships. As a general principle the facilities 
offered are available only for the purchase of goodwill, 
and do not extend to loans to finance. working capital. 
‘This limitation is somewhat surprising and I have 
not been able to find a fully satisfactory explanation, 
but it would seem that goodwill is regarded as the 
only partnership asset which can be conveniently 
attached as security. The loans are only available 
for the purchase of shares in the goodwill of partner- 
ships and not for the outright purchase of the good- 
will of a practice. In the latter case the risk of the 
death of the sole practitioner is considered too serious 
to be accepted. Up to 80 per cent of a reasonable 
purchase price of the goodwill will be advanced, and 
a two years’ purchase of the net profits is considered 
reasonable for this purpose. The loan is repayable 
‘over a period of twenty years and the insurance 
lcompanies accept either repayment by instalments 
with the collateral security of a whole life policy, 
or by means of an endowment policy of an amount 
sufficient to repay the advance at the end of the agreed 
period. А charge on the partnership share is required 
and the finance house which gave me information 
also requires an undertaking from the other partners 
'that they will repurchase the new partner's share if he 
leaves the firm for any reason other than death – 
that eventuality being covered by a life policy. Ап 
insurance company quotes a figure of about Дтоо 
per annum as being required for principal and 
interest to repay an advance of {1,000 over fifteen 
‘years. Before making advances the lenders like to 
satisfy themselves that, on the basis of the price paid 
.and the share of profits acquired, the income will be 
sufficient, after providing for normal living standards, 
to leave a margin which will enable the loan to be 
repaid over a reasonable number of years. 

95. I gather that there is a fairly active demand for 

‘the facilities thus offered, but І am not able to judge 
how important the schemes are in relation to the 
total requirements of new entrants into the profes- 
sions. One of my informants said that the majority 
of applications came from persons wishing to acquire 
shares which would bring in about £1,250-£1,500 
a year, but another told me that in recent years there 
had been an increasing number of applicants wishing 

ito buy shares in large partnerships presumably 
carrying a larger annual income. 

96. It is clear that there is a hiatus in the provision 
of finance for incoming partners: goodwill, where it is 
still dealt with on a capital basis, 18 not unreasonably 
provided for. But very little is done by outside 
agencies to take care of the provision of working 
capital. The reason seems to be mainly the difficulty, 
within the peculiar constitution of a partnership, of 
providing satisfactory security. Whatever may be the 
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technical difficulties, however, the standing of a 
prosperous and well-established partnership, together 
with the firm's assets, mainly debtors and work in 
progress, ought. to be sufficient to satisfy the most 
prudent lender if suitable arrangements could be 
made. Here is one more ‘Macmillan gap’ which ought 
to be. filled by the creation of some special agency 
like those which now cater for the needs of the smaller 
industrial companies. 


Age of Admission 

97. The subject of the appropriate age of entry into, 
and retirement from, professional practice, although 
something of a by-way, is relevant to the subject of 
goodwill.. After all it is not worth paying much on 
admission at the age of бо if there 18 compulsory 
retirement at 65. Nor is it encouraging to be admitted 
on a àmall share at 25 if the bulk of the profits go to 
a group of healthy partners in the early 50's who 
clearly intend to continue till they are 75 or more. 

98. There is wide agreement that the ideal age of 
admission into partnership in our profession is 
between 30 and 35: say seven years after qualifyi 
if military service is left out of account. Firms of ail 
sizes (except for one which suggested 35-45) 
agreed on these limits which are, one imagines, 
much lower than they were twenty years ago. It is 
not difficult to justify them: if a man is of the calibre 


.that makes a partner he will have shown it before 


he is 35: high taxation makes it desirable that the 
rewards should be spread over a longer period, 
instead of being concentrated in ten or fifteen lush 
years at the end of the career: and many a good man 
must have been lost to the profession and swallowed 
by industry because he was not prepared to wait 
for the partnership which might have proved a 
mirage — and who shall blame him? 

99. This relatively early age of entry is not without 
disadvantages: clients have the right to expect that 
partners shall have wide experience, and an incoming 
partner at 30 needs careful nursing unless he is 
exceptional; he will be at the peak load of his 
financial responsibilities, the claims of home building 
and children's education will already be onerous 
and the provision of partnership capital will aggravate 
the burden. Relations with other members of the 
staff who may have ambitions must also be con- 
sidered: they would often rightly regard the promo- 
tion of a younger colleague as a danger signal and 
seek their fortune: Nus ER And early admission 
means, other things being equal, a longer life as a 
partner and hence a slower turnover of partners — 
a firm admitting at 25 and retiring at 75 has over a 
given period of time only half the number of partner- 
ship changes of a firm starting at 40 and ending at 
65. In my view it makes for flexibility and keenness if 
new partners can be introduced at fairly frequent 
intervals and existing partners can look forward to the 
acquisition of steadily increasing shares as they 
mount the ladder. It would be a good thing, too, 


` if we were able to look upon each articled clerk as а 


i 
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potential partner, and chose him and trained him on 
that footing. With each partner having two articled 
clerks every five years it would not, of course, be 
possible for a large proportion of articled clerks 
to become partners in the firm with which they are 
articled, but much wider opportunities would be 
possible if the spread of partners’ ages was well 
staggered: a firm of ten partners with an admission 
age of 30 and a retirement sge of 65 would have 
room for a new partner every three and a half years, 
and on this basis one in fifteen of the articled clerks 
might hope for admission. 
оо. То meet most of these difficulties a pro- 
bationary period of between three and five years as a 
salaried partner would be useful. It would be 
valuable in providing status and an opportunity 
to grow to the job. It would provide a reasonable 
assurance that a full partnership would be forth- 
coming in due course, coupled with an escape clause 
for both parties which could be invoked without 
loss of face – indeed a salaried partner would usually 
be young enough at the end of his probation to go 
into industry and would often have better standing 
and capabilities as a result of his few years ‘on the 
letter-heading’. And a period as a salaried partner 
would give a breathing space during which some of 
the sweets of additional remuneration could be 
tasted without being embittered by the need for 
providing capital. I recognize that the larger firms, 
whose quota of twenty partners is pre-empted by 
full partners, may often not be able to admit salaried 
partners. > 
Абе of Retirement 
101. The appropriate age of retirement, if any, is 
one of acute controversy. At the summer course 
meeting itself I have little doubt that a retirement 
age of 65 would command general approval. But a 
e senior partners of the profession would 
give a very different verdict and it would be foolish 
to dogmatize on retirement ages in a year which 
has seen the celebratioa of the eightieth birthdays of 
the Archbishop of York and Sir Winston Churchill 
while still Prime Minister. 


102. The arguments for and against retirement are 


a subject by themselves. Financial considerations 
are, of course, compelling provided that they are 
honest, and not an excuse: you cannot retire unless, 
as the phrase goes, you have something to ‘retire on’. 
Then there is the argument that retirement at a 
reasonable age is desirable to enable promotion to be 
steady and regular. Too long a wait for dead men’s 
shoes is bad for the morale of the business: this is an 
argument widely accepted by the Civil Service and 
by the larger industrial organizations. Thirdly, there 
is the feeling that after a certain age a man’s capaci- 
ties begin to slow down; his wide experience is still 
valuable but it tends to be offset by a reluctance to 
explore and accept new ideas and methods, which is 
serious for a firm when the person concerned is in a 
position of great authority and responsibility: this 
is a reaction to age which varies widely from indi- 
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vidual to individual and no generalization is possible 
except that the person concerned is usually not the 
man best qualified to judge whether he himself is the 
exception to the general rule. And finally, there is 
what might be termed the humane standpoint: after 
long years of work the honest labourer deserves a 
period of relaxation – it is right that he should have a 
spell ‘out at grass’. 

103. Relating these ideas to our own profession the 
first response should be that it is one of the privileges 
of a self-employed person that he is free to choose, 
within the limits of financial possibility, his own 
retirement age. If he is a sole practitioner that right 
is absolute: he may lose clients if he goes on too long, 
but that is his own affair and he is entitled to do as he 
pleases. Where he has partners the right is to some 
extent conditioned by the interests of the firm as a 
whole. 

104. It will be a matter of common observation 
that the retirement age of practising accountants, 
where it exists at all, is high. This is probably not 
due to any considerable extent to financial exigency: 
rather it results from the nature of the work: it is 
very hard to give up ~ to clear the desk on a Friday 
night and to walk out of the office for good. Too 
many ties of a personal nature persist — trusteeships, 
executorships, dependence of clients of long standing 


: on the advice and guidance of a single partner. These 


matters can be perfectly well arranged with foresight 
and delegation: but they rarely are. Moreover, it will 
be generally agreed that in large measure the work 
of the’ professional accountant is of such wide 
variety and interest that it is given up, not with 
relief, but with regret. ' 
105. The majority of firms in the profession have 
no normal retiring age: of those who provided me 
with information, thirty-three make no provision, 
five normally adopt 65, one takes 67, five 70, and one 
75. One rather acid reply was, “No – only lunacy’, 
Another correspondent pointed out with some pride 
that his late senior partner died in harness at 83 
and that the existing senior partners are aged 75 and 
7o and are both still very active. Another firm, 
which has a normal retiring age of 7o and provides 
life annuities on retirement, makes provision . for 
earlier retirement at 65 at the outgoing partner's 
option without any reduction in the amount of the 
annuity. The same firm, however, provides that in 
the event of a partner remaining after the age of 70 
the amount of the life annuity eventually paid to 
him is reduced to allow for the fact that he continued 
to take his full share of the profits after the normal 
retirement age. In one case there is an interesting 
parallel to the Civil Service practice of re-engaging 
members in a lower rank after their normal retire- 
ment; the retirement age is 65 but a partner may 
remain with the firm after that age as a salaried 
partner if the remaining*partners agree. The salary 
paid is not less than the annuity on full retirement 
would have been. This, of course, is closely analogous 


‘to retirement on a consultancy basis which is fairly 
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tommon: where annuities are paid on retirement, 
whether at a fixed age or not, it is frequently a 
condition that the outgoing partner should hold 
himself available for consultation. 

106. In a number of cases partnership deeds pro- 
vide that where one of the senior partners reduces his 
share prior to his retirement in order to facilitate the 
advancement of the junior partners, such reduction 
is not to prejudice the eventual annuity payable 
which is based on the highest share of the profits he at 
any time enjoyed. 


Income Tax Considerations 

107. It is not possible in this paper to go deeply 
into the taxation position. The form in which 
payments on the annuity basis are made by the 
‘continuing partners to a retired partner or his 
dependants, clearly call for careful consideration. 
Whether the payments are termed annuities, pensions, 
consulting fees, or simply retirement allowances their 
реду object is the same: to give the payment the 
egal status of income in the hands of the recipients 
and of charges on the income, or deductions from 
the profits, of the payers. The following notes are no 

more than an indication of the points which arise: 
(1) The payments should not be capable of being 

construed as instalments of a capital sum. 

(ii) Earned income relief can only be claimed by the 
recipient where the payments take the form 
of consultant’s fees and whether or not they 


are consultant's fees will be a question of: 


fact. In other cases the benefit of earned 
income relief is lost and the retired partner 
remains at a disadvantage compared with a 
pensioned ex-employee. If consultancy ser- 
vices are in fact rendered it does not matter 
whether the payments are made .under a 
written agreement ог not- like salaries they 
are an expense to the firm and earned income 
to the recipient. 

(ш) A payment, whether to a retired partner or to 
his dependants, made under the terms of a 
partnership deed negotiated at arm’s length, 
will normally be considered to be made for 
valuable and sufficient consideration and will 
therefore be an annuity coming under 
Section 169 or Section 170 of the Income Тах 
Act, 1952. The payers will be entitled to 
deduct income tax therefrom and to deduct 
it from their total income for surtax p ses. 
Any limitation of the period over which it is 
payable will be immaterial – it need not be 
for more than six years. 

(iv) On the other hand a payment which is not for 
services as a consultant and is not provided 
for by the partnership deed or some allied 
agreement would ngt usually be deemed to 
have been made for valuable and sufficient 
consideration, and would, therefore, only be 
effective if made under a disposition for a 
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period capable of exceeding six years, ie. 
a seven-year (or longer) covenant. This type 
of arrangement is illustrated by an example 
given to me of a firm which does not write its 
intentions into its partnership deed: the 
retired partner received a life ‘pension’ with 
a guaranteed minimum of seven years. If he 
acts as consultant it is paid as a consultant's 
fee. Otherwise it is paid under a deed of 
covenant which is entered into by the con- 
tinuing partners for seven years or until 
earlier death of the retired partner. If the 
retired partner dies before the seven years is 
up the balance of the payments due to 
. complete the seven years is ascertained 
and is spread over a further seven years by 
means of another deed in favour of the 
widow or other nominated dependant. 

(v) In some cases where a firm is assessed on a 
cash basis income received after, although 
arising before, a cessation, may come into the 
hands of the partners of the old firm without 
tax being payable thereon. This may be a 
useful bonne-bouche for the partners in the 
old firm, although the Revenue would no 
doubt insist that the assessment on the new 
firm should be on the full earnings basis. 
This point is amplified in an article on 
“Taxation and modern ‘partnership agree- 
ments’ in Law Notes for February 1954 


(Vol. 73, No. 2). 


Partnership Assurances 


108. A paper dealing with methods of payment for 
goodwill would be incomplete if it did not refer to 
the part that can be played by assurance. In addition 
to financing his share for the time being, a partner 
usually undertakes to acquire his proportion of the 
shares of any of his partners who die or retire during 
the currency of the partnership deed. 

109. Where it is known that a partner will retire 
at some fixed future date, advance planning to 
provide the necessary funds is possible zd an 
endowment policy is one of a number of methods of 
dealing with the problem: alternatives are saving, 
borrowing or introducing new partners. Where 
premature death is concerned, however, a suitable 
assurance policy is obviously a most appropriate 
means of providing the money. When we consider 
what is ‘suitable’ we meet technical difficulties, 
particularly in relation to life assurance relief and 
aggregation for estate duty and I am indebted to an 
insurance broker for the paragraphs which follow. 

110. At first sight, the most suitable type of policy 
would appear to be a joint life assurance – the proceeds 
of the policy being payable to the survivor on the 
first death. If a policy of this type is written, no relief 
of income tax could normally be claimed on the 
premiums, but if each partner contributes to the 
premium that part which is actuarially required for 
the benefit secured to him, no estate duty should be 
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payable on the proceeds, as the sum assured can be 
regarded as ле ја by purchase. | 

111. A joint life policy can easily be divided into 
two parts: 

(1) A policy on the life of A., payable only if he 

dies leaving B. surviving. i 

(2) A policy on the life of B., payable only if he 

dies leaving А. surviving. 

112. If two policies are written in this way instead 
of one, then life assurance relief of income tax can 
be claimed on the premiums, but the title to the 
policies must be vested in A. in the first case and B. 
in the second, so that an assignment by each partner 
to the other would be required. The policy which 
becomes a claim by death, however, would be a 
policy kept up by the deceased for the benefit of an 
assignee and would, therefore, attract estate duty. 

113. Alternatively, each partner could effect a 
policy on the life of the other, the proceeds being 
payable whenever death occurs and not only if one 
dies leaving the other partner surviving. Relief of 
income tax could not be claimed on premiums paid 
under a ‘life of another’ policy, but the proceeds of 
the policy when payable would be free of estate 
duty, as premiums payable under the policy becoming 
a claim have not been provided by the deceased. 
However, the surrender value of the policy which the 
deceased holds on the life of the surviving partner 
would form part of the deceased's estate. 

114. То obtain relief óf income tax on premiums, 
each partner could effect a policy on his own life 
and then assign it to his partner or to trustees. The 
proceeds of the policy first becoming a claim are 
subject to estate duty, however, and in addition 
estate duty is payable on the surrender value of the 
policy on the life of the survivor, as that would form 
part of the estate of the deceased partner by virtue 
of the assignment in his favour. 

115. When the policies are assi 
to trustees, the trust deed could provide that the 
survivor is to take the proceeds of the policy first 
becoming a claim and also the surrender value of 
the policy on his own life. This should avoid estate 
duty being payable on the surrender value, although 
it would still be payable on the proceeds of the other 
policy. 

116. It has been suggested that estate duty 
difficulties can be got round and life assurance 
relief of income tax obtained, if a way can be found 
of writing the policy so that although the life assured 
pays the premiums, he divests himself of all interest 


from the outset, so avoiding ‘aggregation for estate 


duty (Finance Act, 1894, Section 4)- to do this, 
however, is not easy. It is well known that policies 
can be effected under the Married Women's Property 
Act, 1882, so that a statutory trust is formed in 
favour of the object named, who must be the spouse 
or child of the life assured, but is there any other 
way in which-a policy can be written so that the 
resultant trust is set up immediately the first 
premium is paid? 'To avoid aggregation it is, of 
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course, essential that the life assured should mever 
have an interest in the policy, even momentarily. 

117. One way that has been suggested is for each 
partner to covenant with the other to use his best 
endeavours to effect a policy on his life and then 
assign it on trust, and it could be held that when the 
policy is issued the life assured himself has never 
had an interest in it, Another way is if an insurance 
company is prepared to write a policy for the benefit 
of a nominee, the policy itself forms the trust 
instrument, Although experiments have been made 
on these lines and there are many legal opinions 
that they would be effective, so far no case has been 
tested in the Courts and one always hesitates to 
recommend an arrangement, however well supported 
by legal opinion, unless there are clear precedents for 
its effectiveness. 

118. The preceding paragraphs may suggest a new 
line of approach to the problem of paying for pro- 
fessional goodwill, and particularly for meeting the 
sudden burden resulting from an unexpected death. 


Estate Duty Considerations 


119. The general importance of the valuation of 
goodwill for estate duty purposes has already been 
discussed. Here (with the necessary caveat that an 
accountant cannot, or at least should not, give legal 
advice) some points of detail are considered. 

120. In the absence of any specific provision in 
the partnership agreement goodwill forms part of 


_ the property passing on the death of a partner under 


Section 1 of the Finance Act, 1894. Like any other 
such property it falls to be valued at the price which 
it would fetch if sold in the open market. It would be 
valued on the basis that the surviving partner is free 
to carry on a rival business (Re David and Matthews 
[1899], І Ch. 378). . 
I21. The partnership deed may fix a basis of 
valuation at which the share is to accrue to the 
surviving partners. If such a basis is to be accepted 
for estate duty purposes one of two conditions must 
be satisfied: either it must correspond to the open 
market basis, or it must come under Section 3 (1) 
of the Finance Act, 1894, which exempts from duty 
po puse n the death by reason only of a 
ona fide purchase from the person under whose 
disposition the property passes where such purchase 
was made for full consideration in money or (the 
alternative should be emphasized) money's worth. 
122. The exemption under Section 3 (1) is very 
important in all cases in which goodwill passes on 
death (or within five years of death) at less than the 
open market value. It is especially material where the 
annuity basis is used and the deed provides that on 
death or retirement the goodwill shall vest in the 
surviving, or continuing, partners. То determine 
whether Section 3 (1) applies it is necessary to 
distinguish between comrpercial contracts, where the 
mutual covenants will usually provide full con- 
sideration, and acts of bounty. Тће distinction may 
often be difficult. If a partner of 64 who is bound to 
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retire a year later agrees to an alteration of the deed 
vesting his share upon retirement in the continuing 
partners without any quid pro quo, one would expect 
the transaction to be regarded as an act of bounty, 
and the value of the goodwill thus surrendered to 
tank as a gift inter vivos. But if there was no fixed 
retirement date, and it was agreed that in future 
the senior partner could do less work and so forth, 
the consideration might be deemed sufficient. The 
question of bounty is particularly difficult where the 
partners have close family relationships: fortunately, 
however, clear guidance in such cases is to be found 
in Attorney- General v. Boden ([1912] 1 K.B. 539), 
where sons undertook certain specific obligations in 
саше г their father agreeing to pass over on 
death goodwill in the firm without further 
consideration. It was decided that the goodwill was 
not chargeable. The Boden case was recently discussed 
by the Privy Council in Perpetual Executors and 
Trustees Association of Australia Lid v. Australia 
Commissioner of Taxes (33 A.T.C. 30), which 
illustrates the complexities which ensue when 
goodwill is passed to the survivors in the wrong way. 
. 123. So far as dependants and nominees of a 
deceased partner are concerned, Í quote from the 
article in Law Notes for February 1954, to which 
reference has already been made (paragraph 107, 
item (v)): 
| ‘Provided that the partner’s dependants are not 
; parties to the partnership agreement, no estate duty 
| will be payable in respect of the payments to which 
they become entitled by reason of the partner's 
| death. This follows because in Re Schebsman 
ı ([1944] Ch. 84), it was decided they had no enforce- 
: able right to the payments since they had given no 
, consideration for them and consequently it was held 
` in Re Miller's Agreement ([1947] Ch. 615), that they 
had no "interest" in them within the meaning of 
Section 2 (1) (d) Finance Act, 1894, the only 
possible head of charge. It is true that this decision 
has been criticized by Denning, L.J., in Smith v. 
River Douglas Catchment Board ([1949] 2 К.В. 500), 
but his remarks were complete obiter, and the 
author of this article at any rate, does not believe 
that they can stand beside the cardinal principle 
, stated by Lord Haldane in Dunlop Pneumatic Tyre 
Co Ltd v. Selfridge & Co Ltd ([1915] A.C. 847), 
, at page 853: “Our law knows nothing of a jus 
| quaesitum tertio arising by way of contract." There 
is a danger that a future Finance Act might alter 
this position but even so the dependants' right to 
payments would not be aggregable with the de- 
ceased partner's estate provided that these payments 
were stated to be separate from any which he may 
have received during his life, as then he would have 
had no interest in them within the meaning of the 
proviso to Section 4, Finance Act, 1894. In the 
' present state of the law, immunity from estate duty 
can be combined with effective security, since it is 
extremely unlikely that professional men would 
fail to honour an obligation expressly stated in their 
partnership agreement.’ 


124. One of the questions asked in the question- 
naire was the basis on which estate duty had been 
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charged in recent years. The replies, both from firms 
on the capital basis and those on the annuity basis, 
were all to the effect that the value established by 
the partnership deed had been accepted by the 
Estate Duty Office. The examples given of recent 
settlements included cases where nothing was paid 
for goodwill (and at the same time there was no 
annuity basis), where one and two years' purchase 
of net profits were adopted, where the goodwill was 
included at a notional figure, where it represented 
two years' purchase of super-profits, and even 
two cases where the goodwill passed without pay- 
ment to members of the deceased partners' families. 
My correspondent who said he and his partners 
were exercised to know whether the Estate Duty 
Office will accept a two years’ purchase of net 
profits will be reassured. In one case where there is 
no written agreement, and nothing is paid for good- 
will, negotiations are a little difficult, but they are in 
their early stages. 

125. Where the annuity basis is in force and there 
are guaranteed payments.to be made after death, the 
basis is the present value of the future payments. 
Such present value would be the price obtainable in 
the open market and that price would depend in 
some measure on whether the available market 
includes purchasers such as pension funds who are 
able to reclaim tax. Where the payments depend on 
future profits estimates have to be made: one firm 
agreed on the basis of the three years' average before 
death, less xo per cent to allow for the loss of the 
decéased partner's earning power. Two other firms 
on the same basis said that they had been able to 
negotiate a reasonable settlement. 
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WEEKLY NOTES 


The Assoclation’s Examination Results 


The results of the June 1955 examinations of The 
Association of Certified and Corporate Accountants 
show that a total of 1,981 candidates sat, of whom 700 
were successful. . 

In Section I of the Final there were 824 candidates 
of whom 219 (27 per cent) passed, the First Place 
being won by Mr R. J. Jack, of Newcastle upon 
Tyne. Mr D. S. Anderson, of Greenock, gained 
Second Place. 

In Section II, 139 candidates (37 per cent) 
passed and 240 failed. The First Place and Prize was 
awarded to Mr H. Preston, of Wembley, and the 
Second Place to Mr D. Hall, of Gateshead-on- Tyne. 

There were 685 candidates for the Intermediate 
examination of whom 296 (43 per cent) were success- 
ful, the First Place and Prize being won by Mr 
R. M. Wilson, of Maldon. 

Тће names of successful candidates in Sections 
Т and II of the Final and a full summary of the 
results appear elsewhere in this issue. 


Statistical Storehouse 


‘The best way to get a general picture of the economic 
life of a country is to study detailed estimates of its 
national income'; so writes a well-known economist 
in his most recent publication. ЈЕ the statement is 
accepted, the publication of the annual Blue Book 
on national income and expenditure provides such a 
picture for all who will take the trouble to study it. 
The latest in the series, issued last Tuesday, 
covers the years from 1946 to 1954, with many 
comparisons with the pre-war year, 1938. It gives 
statistical precision to the more descriptive informa- 
tion already issued in various forms in such docu- 
ments as the Economic Survey, 1955. But it also 
provides a detailed analysis of very. many aspects 
of production and capital investment and its financing. 
At home, 1954 was a prosperous year. The gross 
national income was nearly 44 per cent greater than 
in 1953 and consumers’ expenditure increased by a 
similar amount. Between 1938 and 1954, the national 
output of goods and services increased by about 
one-third in real terms. From 1948 to 1954, the 
increase was just over 20 per cent—an average 
annual rate of 3-1 per cent, і.е. at a rate which would 
allow the standard of living to be doubled in twenty- 
five years providing personal consumption maintained 
а constant proportion of the total output of goods 
and services. Since 1948 it has not been able to do so 
on account of prior claims of defence, capital 
investment and national solvency. Indeed, the 
increase since 1948 in personal consumption has been 
less than one-eighth, two-thirds of the increase 
between 1948 and 1954 took effect in the last two 
ears. 
; Facts about the relative movements in wages and 


salaries on the one hand, and dividends on the other, 
make the situation quite clear. Wages paid in 1954 
were more than three times those of 1938. So were 
salaries, but there were more people at work. Rent, 
interest and dividends paid in 1954 were only one 
and a half times the 1938 level. From 1948 to 1954, 
incomes from employment rose by 52 per cent, 
the gross trading profits of companies by 43 per cent, 
and preference and ordinary dividends by 37 per 
cent. Between 1953 and 1954, the corresponding 
increases were 7$ per cent, то per cent and 15 per 
cent respectively. À fair comparison must be based 
not on the happenings of one year but on a period of 
years, The percentage of company income 'saved' 
has varied little over the past few years. It was 40 per 
cent of total trading profits in 1948 and 37 per cent 
last year. 
Acceleration in Earnings 

During the last week in August the Ministry of 
Labour released two series of statistics which 
indicate the growing pressure on the economy of 
wage increases. The routine monthly statistics show 
that the index of wage rates rose by a further point 
in July to 153, compared with July 1947-100. 
During the twelve months prior to July last the 
index has increased by eleven points compared with 
six points for the same period a year earlier. From 
January to, July 1955, some 10-7 million work- 
people were affected by wage increases involving 
about £4} million higher wages per week. During 
the corresponding period of 1954 the figures were 
78 million work-people and £24 million increase in 
weekly wages. 

Preliminary results of the six-monthly inquiry 
into earnings and «hours of work were also given. 
These show that average weekly earnings in British 
industry in the last week in April were {9 25.34, an 
increase of ros 6d a week or 6 per cent above those 
for October 1954. The April figure represents a 
242 per cent increase over October.1938. The earnings 
index for April 1955 stood at 176 compared with 
July 1947=100. For men only the average weekly 
earnings in manufacturing industry were {11 45 74. 
Average hours worked in April were 46-9, compared 
with 46-7 in the inquiry of October 1954 and 46-5 
for October 1938. These earnings figures bring up 
to date those quoted in the Blue Book on national 
income and expenditure referred to in the previous note 
on this page. 


Bank Advances Contract . 
In the four-week period to August 17th, bank 
advances were reduced by £30 million. Total bank 
advances, however, up to the middle of August, were 
£2,105 million which wag {1-5 million above the level 
reached in the middle of May. 
Although this reduction owes something to the 
credit squeeze which was already in operation before 
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he Chancellor offered his latest admonition to the 
banks, it owes a good deal as well to the repayment of 
loans by the Central Electricity Authority. 

According to the London clearing banks’ figures 
hi the period ended August 17th, net deposits stood 
at £6,154 million which was {5 million less than in 
July and £125 million less than at the same time last 
year. Clearing banka investments were down by £16 
million but liquid assets rose by £43 million, causing 
the liquidity ratio to increase from 31'3 to 32 per cent. 


| Further Decline in Gold Reserves 


During August the Sterling Area’s gold and dollar 
teserves fell by $87 million to $2,457 million which 
is the lowest level reached for some two years. This 
decline was slightly less than in the same month of 1954 
and a big i improvement on the drop of $136 million ex- 
perienced in July. N evertheless, it is a disquieting fall 
which has been going on since the summer of last year. 
| There was some improvement in the balance of 
payments position of the Sterling Area with dollar 
countries but a marked deterioration with E.P.U. 
Countries. The large deficit of £28 million with 
E.P.U. in August, following on from a deficit of £25 
million in July, owes something to the heavy tourist 
c. Some of the pressure on the pound, however, 
has been generated by the persistent reluctance of 
Continental Europe to have as much faith in the 
stability of the British internal economic situation 
as people in this country have. Despite repeated 
official denials of any intention to devalue the pound, 
opinion on the Continent still considers that this is a 
possibility. 
, Some of the pressure has been generated by the 
seasonal inflow of foodstuffs which 18 now nearing a 
peak. Once this last factor is out of the way-and the 
tourist trade has subsided, it should be possible to 


tal speculation. 


| Australian Budget 


The Australian Budget for the year ending June 3oth, 
1956, was introduced in the House of Representatives 
on August 24th. It contained no tax changes; but 

me concessions were made to pensioners who are to 
have additional benefits amounting generally to 1os 
a week. "This is a reflection of the inflationary pressure 





whole Budget. The estimated surplus is nearly £A4g 
million, out of a total estimated revenue of ДАт,115 
million. Income tax, excise duty, sales tax, and pay- 
roll tax are all expected to raise more. Customs 
evenue was expected to be ГАт3 million less, largely 
ecause of import restrictions imposed last April. 
, The Treasurer, Sir Arthur Fadden, said that even 
if tax cuts were possible, they would not be in the 
best interests of the country's economy. А formidable 
upsurge of spending had been made possible by a far 
foo generous expansion of credit by the banking 
System, together with a rapid growth of hire- 
ipurchase. Sir Arthur said that the Commonwealth 
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Government did not propose to reimpose controls. 
Even those controls, such as those on imports, which 
were at present inescapable, should not be regarded 
as other than temporary expedients. The current 
need was for restraint in the banking system, business, 
and everyone who had money to spend; to slacken 
the current pressure on local resources and supplies, 
and to reduce the demand for imports which was 
causing -a deficit in the balance of payments. 


German Experiment 

Át a time when wage restraint is a controversial issue 
in this country and the Government is obviously 
preoccupied with the inflationary potential which 
higher wages could generate, the trend of events in 
Germany on these matters is of particular interest. 
Dr Erhart, the West German Minister for Economic 
Affairs has for a number of years shown particular 
adroitness in handling Germany's internal economic 
affairs, expecially its currency problems. He now faces 
a test which is very familiar in this country. Western 
Germany has reached a state of full employment and 
the unions are demanding further wage increases. 
- He has let it be known that he hopes to pursue a 
policy of lower prices in the home market. His inten- 
tion seems to be to encourage imports to a limited 
extent in order that they may help to mop up pur- 
chasing power and so avoid inflation. Other countries 
will be exceedingly interested: to watch Dr Erhart's 
handling of creeping inflation at a time of full 
employment. 


Locomotive Exports 


This has been a bad summer for the export side of the 
locomotive industry. At the end of last month it 
was announced that India, which is a traditional 
outlet for steam locomotives from this country, 
had placed large locomotive orders elsewhere. Out of 
а total of £60 million under this particular investment 
programme, British cormpanies obtained only £4 
million of business. The lion’s share of the orders 
went to Indian concerns at probably particularly low, 
not to say unremunerative prices, but a good deal 
also went to Germany, Japan, Austria, Hungary 
and Czechoslovakia. 

Sir Roy Welensky, deputy Prime Minister of the 
Federation of Rhodesia and Nyasaland has commented 
adversely this week on the delays in the delivery of 
an order for diesel electric locomotives from this 
country to Africa. Sir Roy hinted that Һе. would be 
interested in terms which might be offered for future 
business by Continental suppliers when he goes 
there later this month. 

Complaints of this kind are a serious blow to the 
British engineering industry. If this country's 
exports are to increase, engineering products will 
have to make a major contribution to that advance 
and it will be none the easier to bring this about if 
one substantial section of the industry has to suffer 
adverse publicity on loss of orders and bad delivery. 
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. Topham's Company Law 
Twelfth Edition ; 
by John Montgomerie, B.A., Barrister-at-Law 
"n and a 
Sefton D. Temkin, M.A.,.LL.B., Barrister-at- 
Law 


with a chapter on Companies in Scotland by David 

M. Walker, M.A., LL.B., PH.D., Advocate of the Scot- 

tish Bar; Professor of Jurisprudence in the University 
of Glasgow. 


(Butterworth & Co (Publishers) Ltd, London. 
175. 6d net; 18s 4d post free) 


When the last edition of this old friend of students of 
company law was published, the 1948 Act had only 
recently come into force. Now that it is possible to 
see how that Act has worked in practice, the time is 
ripe for this new edition, and it is of particular interest 
to our readers. In its previous eleven appearances, 
emphasis in the book has been primarily on the needs 
of law students, by whom it has always been used 
extensively. The authors of the twelfth edition 
decided ‘to alter the balance somewhat in favour of ' 
accountancy students’, and this they have done by 
bringing into greater prominence such practical, 
points as come more particularly within the account- 
ant’s purview. ‘The first three chapters – dealing with 
the definition and principles of limited liability, com- 
panies contrasted with other associations, and the 
formation of a company -have been re-written. 

Throughout the text, expansions and rearrangements 
have been made where advantage would result. The 
transfer of the specimen form of prospectus from 
the appendices to the chapter on the promoter and the 
prospectus is a useful alteration, and brings it into 
line with the general arrangement of the book. 

. There із a new chapter on Scottish law by Professor 
David M. Walker, and a glossary of legal terms is 
another addition. 

All-in-all, the present authors’ treatment of this 
standard text-book will make it of even greater value. 
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sections on the national income, Keynesian economica, 
and international economics are of a very high 
quality. There is, perhaps, a tendency to treat the 
more analytical sections of economics in a rather 
rigid and formal manner. 

Rightly used, there is no doubt that the book can 
be a very valuable addition to the students’ library 
and that it will prove of great assistance in pre- 
examination revision. We recommend it to our 
readers. 


Modern Methods of Accounting 
(Junior Course) 
by A. B. McCarroll, F.C.I.S. 
(Longmans, Green & Co Ltd, London. gs net) | 


This is a new book which has been written by an 
experienced teacher of commercial subjects, and as 
its title indicates, it is an elementary text-book in 
accounting. The arrangement of the subject-matter in 
the book is good. After an introductory chapter on the 
functions of accounting in commerce and industry, 
the subject is developed from ledger accounts to the 
trial balance and then to final accounts. The building 
up of ledger accounts from primary records is 
described, and an introduction is given to such 
subjects as partnership accounts, depreciation, self- 
balancing ledgers and company accounts. At the 
end of each chapter there are a number of questions 
to be answered and exercises to be worked. 

The weakness of the book is that it contains some 
statements and examples which are not completely 
accurate, or which may mislead, and a book designed 
for the, use of students at the very outset of their 
studies should not suffer from such defects. ` 


Very Private Enterprise 
: by Aylmer Vallance 
(Thames & Hudson Ltd, London. 155 net) 


Mr Vallance anatomizes the reasons why business 
men commit such anti-social crimes as fraud and 


' forgery and then recounts about a score of notorious 


A Handbook for Economic Students 
by Leo T. Little, B.Sc.(Econ.) 
(Jordan & Sons Ltd, London. 7s 6d net) 


This examination handbook is expressly intended 
as a revision and consolidation text-book rather than 
as a primary source of information since it is based 
on the author's larger work Economics for Commercial 
Students and Business Men. 

In spite of certain limitations which perforce occur 
in a book of this type, it is ambitious in scope and 
packed with easily assimilated information. In the 
opinion of the reviewer it is best when dealing with 
the ‘newer’ branches of economics. In particular, the: 


cases over the past two hundred years. He is a 
scrupulously fair historian in that while he does not 
make heroes of his villains, he gives prominence to 
their virtues as well as to their vices. 

The chief impression that one gets from these 
sad and sometimes sordid stories is that few of the 
principal characters in them could have derived 
much happiness from life, even at the peaks of their 
careers, Greed drove most of them to their downfall. 


` If only, as Mr Vallance observes, they had known 


when to retire and cultévate their gardens. But the 
whole art of life lies in knowing when to say ‘When’ 
and high financiers, with all their acumen, are 
seldom philosophers. 
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FINANCE AND COMMERCE 


Economic uncertainties still depress the stock- 
markets and although there was some inclination to 
put a reasonably favourable interpretation on the 
August gold and dollar figures the market tone has 
remained nervous. Business is of little more than 
routine proportions. 


G.E.C. Accounts 


A covering note from Mr T. B. O. Kerr, director and 
secretary of The General Electric Company Ltd, 
with his company’s accounts, points out a printer’s 
error of omission in the parent balance sheet: a total 
of {70,632,024 has been omitted. So if any lynx- 
eyed reader notices the gap in the reprint of the 
accounts this week, the answer is ready. 

In the layout of the reprint, confined to the 
consolidated portion of the accounts, we have endeav- 
oured, to follow the original as far as possible, and 
readers will have in the consolidated profit and loss 
account an instance of what might be called the 
‘widespread’ account. 

Opinions on it will differ. Some will see in it their 
own particular method which they themselves use in 
practice. Others will feel the spread of narrative 
and figures is rather too wide for comfortable 
reading and assimilation. 

This is one of those things on which one has to 
admit there can be more than one opinion. 


І.С.І.'в £1,000 

The reader who raised the £1,000 query on the 
balance sheet of Imperial Chemical Industries 
Ltd may be surprised to find how simple the 
answer is — once you know it. The point to which 
he drew attention was that the amount of £11,832,241 
shown as the 1953 reserve for deferred liability 
due to initial allowances plus £61,954 transferred 
out of the 1954 profit produces £1,000 more than 
the amount of £11,893,195 shown in the reserve 
at accounting date. 

, We understand from the company that the 1953 
consolidation included a subsidiary which actually 
had £1,000 at the reserve for deferred liability due 
to initial allowances. 'T'his subsidiary was disposed of 
in 1954 and the 1954 balance in the reserve is, 
ее £1,000 less than it would otherwise have 

een. 


The number of subsidiaries, our informant added, _ 


is always changing. In the 1953 accounts, the number 
consolidated was 100. In 1954, it was 103. But these 
are net figures and the actual ‘turnover’ in sub- 
sidiaries was larger than this difference of three. 


Too Cheap 
Mr A. Jacob, F.c.a., referred at the annual meeting 
of the Alliance Economic Investment Company Ltd, 
of which he is chairman, to the fact that hardly any 
of his company’s shares have changed hands in the 


last six months. He feels that this is without doubt due 
to what he thinks are the very low prices offered on 
the market: that is, about 14s to 155 for the ordinary 
shares. | 

The directors, ће says, feel that a substantially 
higher price has been justified by the company’s 
steady progress and in fact, the board are aware of 
buyers willing to pay a higher price. If it should 
happen that any members of the company want to 
sell any shares, he advises them to communicate 
with the company’s secretary. 


‘United Whatnots’ 


This market position of Alliance Economic ordinary 
shares is nothing unusual on the Stock Exchange. 
Some people have an idea that one can always buy 
or sell shares in public companies whose securities 
are quoted in the Stock Exchange List. The fact is 
that the working of the stock-market is governed 
by very much the same factors, material and psycho- 
logical, which affect any public market, especially 
the market in second-hand goods. | 
You can look in the Stock Exchange daily official 
list and see ‘United Whatnots’ quoted at 215-225. 
You can instruct your brokers to buy ioo at 22s 


‘and leave a buying limit at 23s and you may find 


that he will report back to you that there is no stock 
on offer. Make it Dunlops, Courtaulds, Imperial 
Chemical, Distillers or any of a long list of leading 
or second-line equities and you can always be sure 
of being able to deal either way as a buyer or seller. 
The dealers on the Stock Exchange – the jobbers – 
will make a market because they can be fairly sure 
of a ready sale for what they buy, and vice versa. 

They are not in the Stock Exchange to be share- 
holders. They are just like other second-hand dealers 
who want to keep turning over their stock. If the 
company is one in which there is not much immediate 
interest so far as the buying and selling of its shares is 
concerned, then it may be a case of leaving instruc- 
tions to deal with brokers. 

In this case, the disinclination to sell may be very 
much for the same reason as the inclination to buy. 
The chairman refers to the steady progress of the 
company and cites the rise in dividends from 24 per 
cent in 1950-51 to 34 per cent, 4 per cent, 54 per cent 
and then to 74 per cent for the year now past. 

The company, he says, is obtaining higher rents 
from furnished flats as they become vacant and 
increased rents from leases as they expire. Under 
the circumstances, shareholders might well feel 
inclined to continue to follow the company's fortunes. 


Another Query 


It is something to be said in regard to queries 
raised by readers on our reprints of accounts that 
they do show a healthy interest. Whether they are 
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always justified is another matter. There is one for 
instance on the accounts of Arnott & Harrison Ltd,' 
which we reprinted with the chairman’s comments in 
the issue of August 2oth. 

The chairman explained that the accounts were 
rather more complicated owing to an alteration in 
the accounting date and to the acquisition of further 
subsidiaries since the previous accounts. In conse- 
quence, he said, there could be no strict comparison 
with the previous figures. 

But a reader draws attention to the fact that while 
the consolidated appropriation account shows {£2,012 
against nil transferred to the preference share 
redemption reserve in a subsidiary company, the 
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consolidated balance sheet shows the reserve itself 


‘to be £2,512 against nil. 


Only one subsidiary, it will be noted, is concerned 
and the comparison is against nil in the previous 
accounts, so that whatever has happened would 
appear to have arisen in the accounting period. 


Money Market 


On September 2nd, the Treasury bill rate reached the 
highest point for twenty-five years. The average rate 
was £4 1 3°78d per cent, the market’s bid being 
reduced to £98 19s 8d. Applications for the £290 
million of bills on offer totalled £362-9 million. 


This week’s offer is £300 million. 





THE GENERAL ELECTRIC COMPANY LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account 





PROFIT ON TRADING before taking account of the items mentioned below . 


Income from Investments: 
rade m 
Other 


Deduct: 
Depreciation .. 
Remuneration of Directors of the Holding ‘Company: 
As Directors . ae aia 
As Executives, induding Pension. Fund Contributions 


chred Companies) 
Contribution to Pension Fund 
Remuneration of Audltors of the Holding Company 
Provisions for unascertained liabilities — .. ys aig 
Provision for Depreciation or Trade o investments | im E = 
Interest on n8 E m 


AGGREGATE PROFIT BEFORE TAXATION 
Deduct: 


United Kingdom Taxation besed on the profit for the year: 
Excess Profits Levy 


je: ended Médias ix 
9,889,324 


Year ended Morch 3Ist, 1254 
8,264,047 


192,145 
10,161,405 8,456,192 
1,465,185 


ate 5,800 5,800 
122,60! 


25) as Directors charged in the Accounts. of Asso- 





2 
2,678,274 
5,777,918 


2,622,439 
7,538,966 


32,000 


Profits Tax, after crediting estimated deferred lability of 8, 545 (debit £372) 


in respect of Initial Allowances and £9,635 (NH) In respect of Investment 
estimated deferred liability of £94,442 (debit 
а! Allowances and d BN (Ni) In repect of 


Allowances 
Income Tax, after седам 
£3,545) In repast ol li of Int 


investment Al 


Overseas Taxation 
Profit attributable to "Minority Shareholders in ИУ Companies 


CONSOLIDATHD NET FROFITEORTH THE YEAR, ATTRIBUTABCE TO 


THE HOLDING COMP 


d: 
Balance of Profit brought forward from the previous year 
Icems relating to pravious years: 

Provisions no longer required 

Othar Income . 


United Aa Taxation 


~ £3,220,692. "(62,203,519 of the, above Consolldated Net Profit 
730) of the items relating to previ 


Тан he year and £191,458 ( 
years have been dealt with In the Accounts of the Holding Company. 


APPROPRIATIONS 


ous 


617,086 518,510 


3,019,303 2,503,201 
— з МА 3,053,711 
302,396 
92,235 57,466 
— 4,086,420 


* 3,413,573 


2,364,345 
3,595,942 


3,452,546 
4,139,622 


291,174 
190,510 


481,684 
153,160 
— 328,524 


143,335 
250,227 





75,261 
— 468,823 
— 4,054,765 


6,429,110 


4,468,146 
7,920,692 


Dividends on the Preference Stocks of the Molding Company, feat Income Tax: 


per cent 'A' Preference Stock 

per cent ‘B’ Preference Stock 

per cent 'C' Preference Stock 
Transfer to Capital Reserve by a Subsidiary Company .. 
Transfer to General Reserve $5 
Transfer to Reserve against future stock depreciation YR 
Transfer to Reserve for increased cost of plant replacement 


БЫ 









185,350 
30,000 
1,005,551 
10,400 
250,000 


188,509 
1051.4 475 
7,000 
750,000 


Interim Dividend of 4$ per cent (38 per cent) on £11,755,440 Ordinary Stock, 


less income Tax 


Proposed Final Dividend of 9i per cent on #13. 7i, 680 Ordinary Stock k (8 per 


сет on £l 1,755,440) less Income Tax 


BALANCE OF PROFIT carried forward to the following year .. 


290,947 


749,165 * 
1,040,012. 
——- 3,037,087 


£4,883,605 


808,187 
— 2,289,488 


£4,139,622 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
- The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Charitable Trusts’ 
Str,-In the excellent leading article ‘Charitable 
trusts’, which appeared in The Accountant on 
August гоћ, (page 202), the following statement is 
made: 
‘At present investment in other than trustee 


securities is permissible only with the sanction of 
the Court.’ 


If possible, we should be very grateful if you will. 


“kindly give us further information regarding this 
as we have never heard of anything of the sort before. 

We act on behalf of a large charity with approxi- 
mately quarter-milion investment funds which 
was registered some eight years ago, and a memoran- 
dum of association gives power to invest in other 
than trustee securities, and in particular to building 
societies. In spite of this no question has ever been 
raised by the Revenue authorities. 

We are particularly interested in the position, 
however, because quite recently the memorandum 
has been altered to extend the investment power still 
further and to include investment in ordinary and 
preference shares of limited companies of a specified 
size. No application has yet been made with a view 
to obtaining the sanction of the Court, and to the best 
of our knowledge no such sanction was obtained 
when the company was first registered. 

Any information you could give regarding this 
matter would be very helpful. 

Yours sincerely, 
PUZZLED. 


[The statement referred to in the above letter has 
reference only to the usual case ~ which was under 
consideration in the White Paper (‘Government Policy 
on Charitable Trusts in England and Wales’, Ста. 
9538) - where the charity is founded by ап oral 
declaration of trust, or by. writing under hand only, ог 
by deed, and where the founder has not, at the time 
of foundation, provided for a field of investment wider 
than the usual trustee securities, and to the case where 
moneys have been accumulated for charitable purposes 
and are applicable on the user trusts. А company 
which is formed for the purpose of administering a 
new — but not an existing — charity is in an anomalous 
position and may be able to take wide powers of 
investment. 

'The question of companies administering charities 
does, however, open up wider issues, and we hope to 
return in an early issue to the subject of the powers 
of investment of such companies. ~ Editor.] 


Sales Ledger System 
Sir, - While not believing that the procedure which I 
outline below is anything but normal, I do think 
that it will stand up to the requirements of Mr Ј. 8. 
Nettleton, who calls for a sales ledger system in your 
issue of Áugust 2oth. 


(1) Travelling agents to be provided with triplicate 
order books, top copies (originals) being ex- 
tracted as orders are booked, and mailed daily to 
head office, second copies being handed to 
customers. 

(2) If the travelling agents sell from stocks, triplicate 
sales books to be used, top copies being extracted 
and mailed daily to head office, second copies 
being handed to customers. 

(3) Top copies ex triplicate order books to be 
processed to provide (a) orders to warehouse; 
(b) invoices (for purpose of providing total of 
sales); (c) credit control media (for ensuring 
receipt of cash). Each copy to serve a- triple 
function by use of rubber stamps at each stage 
of processing. 

(4) Top copies ex triplicate sale books to be рго- 
ceased to provide (а) invoices; and (b) credit 
control media, as indicated in (3) above. Each 
copy to serve a dual function by rubber stamp 
cancellation at each stage. 

(5) Top copies from both order and sales triplicate* 
books to be filed chronologically and geographic- 
ally, ss instruments for ensuring payment 
within the approved time limit, and for calculat- 
ing any commission due to the travelling agents. 

(6) Second copies from order and sales triplicate 
books, which have been left by the travelling 
agents in the hands of the customers, to be 
clearly marked with the period of credit allowed, 
and to bear instructions that all remittances 

= must be accompanied by the order or invoice. 

(7) As cash is received by head office, top copies, 

ed as indicated in (5), to be marked to the 
effect that they have been paid, and then trans- 
ferred from the active file to a ‘paid’ file. 

(8) Top copies not paid within the credit period — 
as revealed by a monthly inspection —to be 
transferred to the debt collection department. 


The following points should be noted in con- 
nection with the procedure outlined above: 


(a) The names of customers do not form the basis of 
the filing System because до per cent of the 
business is transacted with new and non- 

recurring contacts. 

(5) Since queries form only a small part of the office 
work in a well-conducted business, the necessity 

` for customer identification should not influence 
the selection of the filing system. In this respect, 
however, the geographical classification will 
greatly assist in tracing the source of any queries 
which do arise. 

(с) No ledger posting is envisaged at any stage: 
top copies taken from the triplicate order and 
sales books are themselves the only ledger 
sheets which a business such as your correspond- 
ent describes will need. 

(d) The debt collectio? department should sort all 
top copies before taking action, to avoid dealing 
with several sales to any one customer as isolated 
items. 


September 10th, 1955 


' (e) Full use should be made of coloured stationery 
and serial numbers when planning the triplicate 
order and sales books. 
Yours faithfully, 
Blandford, Dorset. R. E. ELLMER. 


Sir, – May I, as a mere student, suggest to Mr J. S. 
Nettleton (August 2oth issue) the following outline 
of a sales ledger system, even if I have not had the 
experience he requires? І assume there is adequate 
office staff and the use of at least one statement and 

receipting machine. 
(1) On receipt of order, sales invoice is made out 
with carbon copy to be filed in ‘Invoices outstanding’ 

' in customers' alphabetical order. 


(2) Statements written up and sent out monthly: 


by working through the ‘Invoices outstanding’ file; 
carbon copy of the statement pinned to the invoices 
‘to which it refers. 

List of debtors obtained from control sheet and 
: sales total account compiled. 

(3) When money is received from customer, 
receipt 18 made out and carbon copy sent to filing 
clerks, who will extract relevant invoices from 
‘Invoices outstanding’, check them with copy 
statement and copy receipt, and refile them as 
!*'Invoices paid’. 

'The control sheet is used as a bank paying-in 
„slip and for compiling sales total account. 

(3) (а) Date to which statements are written up 
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should be made to coincide with end of financial year. 

(b) If necessary to analyse sales, an analysis 
routine can be inserted, just before copy invoices 
are filed in (1) above (this can also act as a check on 
the figures obtained from the sales total account) or 
an analysis can be made of money received. 


This system is very flexible but depends on good 


office organization. By the use of mimeography, 


suitably ruled, continuous stationery and carbon 
copies and a good filing system (and perhaps punched- 
cards for analysing and sorting), much space, time 
and money can be saved compared with any other 
system. Yours faithfully, 

London, N16. ALAN 'TROPP. 


Unity 
Sir, – Ву the same post I have received from six 
insurance companies an identically worded circular 
dealing with proposed revisions of rates for motor 
insurance which wil take effect from December 
ISt next. 
This is a very clear indication of unity and appears 
to be an object lesson in self-protection. 
Does it not make the accountancy profession look 
old-fashioned and hopelessly out-of-date? 
Perhaps other readers hold different views. 
Yours faithfully, 


London, EC2 ALBERT V. HUSSEY, r.s.a.a. 


CURRENT LAW 


New Tenancy: Surrender of Intermediate 
Lease 

One of the grounds of objection that a landlord can 
raise to a tenant’s application for the grant of a new 
tenancy under Part II of the Landlord and Tenant 
Act, 1954, is that he requires possession for himself. 
Under Section 30 (2) this objection, however, is 
not open to the landlord in cases where his interest 
in the reversion to the lease has been created or 
purchased within five years previous to the date of 
the termination of the lease; nor where 

fan interest which has merged in (the landlord’s) 

interest and but for the merger would be the interest 

of the landlord’ 
has been purchased or created within such five-year 
period. Thus , for instance, a superior landlord cannot 
defeat the tenant’s claim to a new tenancy by acquir- 
ing the intermediate interest of a mesne landlord, 
who stands between himself and the tenant, if such 
acquisition takes place within the five-year period. 

But ‘landlord’ is given a special meaning by Sec- 
tion 44. It means ate a freeholder, or a leaseholder 
with an interest which will expire at least fourteen 
months after the date of expiry of the relevant ten- 
ancy. In Diploma Laundry Co Ltd v. Surrey Timber 
Co Lid ([1955] 2 All E.R. 322), the Court of Appeal 
held that this definition likewise applied to the case 
where a superior landlord was ‘swallowing up’ as 
it were, the intermediate interest of an intervening 


mesne landlord. If the latter’s interest did not satisfy 
the description of the interest of a ‘landlord’ because 
of the length of the term falling short of the necessary 
fourteen months’ period, i.e. of the tenant who was 
applying for the grant of a new tenancy, then it had 
to be completely ignored. No regard therefore had to 
be paid to the fact that the superior landlord had 
acquired the intermediate interest of such a mesne 
landlord, or that he had so acquired it within the 
five-year period. The landlord in such circumstances 
accordingly was not thereby precluded from success- 
fully raising, as an objection to the grant of the new 
tenancy, the fact that he required occupation of the 
premises for himself or his business. 


Completion of Contract 
A contract between London and Amsterdam was 
negotiated by teleprinter. An English company 
received from a Dutch subsidiary of an American 
company an offer, which it answered by a counter- 
offer. This the Dutch company accepted by tele- 
printer. 

The Court of Appeal held that the contract was 
made where the acceptance was received — in Eng- 
land. It was thus made within the jurisdiction and 
leave for service out of the jurisdiction could properly 
be-given. (Entores Ltd v. Miles Far East Corporation, 
Law Times, June xoth, 1955.) 
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NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

от when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTORY INSTRUMENTS 


The Double Taxation Relief (Taxes on Income) 
(Federal Republic of Germany) Order, 1955 
(51. 1955 No. 1203) 


Under the convention with the Federal Republic of 
Germany which is scheduled to this Order, certain 
classes of income derived from one country by a 
resident of the other country are (subject to certain 
conditions) to be exempt from tax in the former 
country; these classes are shipping and air transport 
profits, certain trading profits not arising through a 
permanent establishment, patent and copyright royal- 
ties, interest, pensions (other than Government 
pensions) and purchased annuities. 

Government salaries and pensions are normally to 
be taxed by the paying Government only, and the 
remuneration of visiting teachers, entertainers and 
business men and payments for the education and 
maintenance of visiting students are, subject to certain 
conditions, to be exempt in the country visited. 

"Ihe rate of Federal Republic tax on dividends 
received from the Federal Republic by United 
Kingdom residents is not to exceed 15 per cent. 
Dividends received from the United Kingdom by 
residents of the Federal Republic are to be exempt 
from United Kingdom surtax. 

Residents of the Federal Republic are to be entitled 
to the same personal allowances as British subjects 
resident abroad and corresponding allowances are to 
be given by the Federal Republic to residents of the 
United Kingdom. 

Where income continues to be taxable in both 
countries, Federal Republic tax on income from sources 
within the Federal Republic is to be allowed as a 
credit against the United Kingdom tax on that income 
and income from United Kingdom sources is to be 
exempt from Federal Republic tax. · 

Provision is included for the exchange of information 
between the taxation authorities of the two countries. 

The convention is to take effect for the fiscal year 
1953-54. 

Price 6d net. 


The Double Taxation Relief (Taxes on Income) 
(Pakistan) Order, 1955 
(S.I. 1955 No. 1204) 


Under the agreement with Pakistan which is scheduled’ 


to this Order, certain classes of income derived from 
one country by a resident of the other country are 
(subject to certain conditions) exempt from tax in the 
former country; these classes are shipping and air 
transport profits, certain trading profits not arising 
through a ‘permanent establishment’, patent and 
copyright royalties, pensions other than Government 
pensions, purchased annuities and earnings of tempor- 
ary business visitors. Government salaries are normally 
to be taxed by the paying Government only. Ке- 


muneration of visiting professors and teachers is to 
be exempt in the country visited. 

Where income continues to be taxable in both 
countries, full credit is to be given by the country 
of the taxpayer’s residence for the tax payable in the 
country of origin of the income. 

Provision is included for the exchange of information 
between the taxation authorities of the two countries. 

The agreement is expressed to take effect for the fiscal 
year 1955-56, 

Price 6d net. 


The Double Taxation Relief (Taxes on Income) 
(Isle of Man) Order, 1955 
(S.I. 1955 No. 1205) 


Under the arrangement with the Isle of Man which is 
scheduled to this Order, certain classes of income 
derived from one country by a resident of the other. 
country are (subject to certain conditions) exempt 
from tax in the former country; these classes are 
shipping and air transport profits, certain trading 
profits not arising through a ‘permanent establishment’ 
and earnings of temporary business visitors. Govern- 
ment salaries and pensions are normally taxed by the 
paying Government only. 

Dividends and debenture interest payable by 
companies are not affected by the Arrangement. 
The system of unilateral relief by the United King- 
dom which operates at present (Section 348 and 
Seventeenth Schedule, Income Тах Act, 1952), will 
continue to apply to them. In other cases where income 
continues to be taxable in both countries, credit is to 
be given by the country of the taxpayer's residence for 
the tax payable in the country of origin of the income. 

Provision is included for the exchange of information 
between the taxation authorities of the two countries. 

The arrangement is expressed to take effect for the 
fiscal year 1955-56. 

Price 4d net. 


The Companies Liquidation Account 
(Interest) Order, 1955 
(S.I. 1955 No. 1343) 


Section 362 (4) of the Companies Act, 1948, provides 
that, when the balance at the credit of any company’s 
account in the hands of the Board of Trade exceeds 
£2,000, and the liquidator gives notice to the Board 
that the excess is not required for the purposes of the 
liquidation, the company shall be entitled to interest 
on the excess at the rate of 2 per cent per annum or 
such other rate as may for the time being be prescribed 
by order of the Treasury. 

This Order prescribes a rate of 24 per cent per 
annum in place of 14 peg cent per annum prescribed 
by the Companies Liquidation Account (Interest) 
Order, 1954. 


Price 2d net September rst, 1955. 
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| NOTES AND NOTICES 


Personal 

sad DELOITTE, PLENDER, Haskins & SELLS and 
Messrs SPARROW WayMOUTH & Co announce that 
they have merged their practices in San Juan, 
Puerto Rico and Caracas, Venezuela, and that the 
combined practice will be carried on in future under 
the name of DELOITTE, PLENDER, Haskins & SELLS. 
' Messrs WATLING & PARTNERS, Chartered Account- 
ants, of 40 Broad Street, Bristol, 1, announce that 
Mr A C PALMER, F.C.A., retired from the partner- 
ship on August 31st, 1955, in order to take up a full- 
time directorship in the family business of MESSRS 
N. Ратмек & Sons Lrp, following the death of his 
father. He will, for the time being, remain available 
for consultation. 

Messrs BARTFIELD & Co, Incorporated Account- 
ants, of 25 Albion Place, Leeds, 1, announce that as 
from September rst, 1955, they have taken into 
partnership Mr ALEX KRASNER, А.5.А.А., who has 
been associated with them for some years. 

г Messrs CATTELL AND CHATER, of Bank Chambers, 

igh Street, Kettering, announce that Mr A. W. 
MORRIS, А.А.С.С.А., who has been with them for a 
number of years, is leaving Kettering to take up 
another appointment and will cease to be a partner 
in the firm after September 30th, 1955. 


Professional Notes 

Mr W. S. Risk, B.COM., C.A., F.C.W.A., has resigned 
his appointment as mana director of H. W. 
Nevill Ltd and Welwyn Bakeries Ltd, to take up an 
appointment as managing director of the Aerated 
Bread Company Ltd, of London. He will remain a 
director of the former two companies. 

| Mr A. Н. C. Greer, A.C.A, has been appointed 
assistant secretary of the Old Bleach Linen Co Ltd, 

andalstown, Co Antrim, N. Ireland; a8 from 
УРА Ist, 1955. 


Obituary 
“BARRINGTON CAMPBELL GAIN, F.C.A. 

We have learned with regret of the death on August 
30th, at the age of 49, of Mr Barrington Campbell 
Gain, F.C.A., a partner in the firm of Farrow, 
Bersey, Gain, Vincent & Co, Chartered Accountants. 

Мт Gain, who was educated at Forest School, 
Snaresbrook, served his articles with the firm and 
became a partner in 1933 at the age of 27. He was 
admitted an Associate of the Institute in 1928 and 
was elected to Fellowship in 1938. 


Mr Gain was deputy chairman of Associated 
Paper Mills Ltd, and a director of a number of 
companies, including Wiggins, Teape & Co (1919) 
Ltd, Portals Ltd, and Calor Gas Holding Co Ltd. 
When Mr J. Arthur. Rank and Mr L. W. Farrow, 
С.В.Е., В.С.А., joined the board of General Film 
Distributors Ltd, which was formed in 1935, Mr 
Gain was appointed to supervise the finances of the 
company, and on the formation of General Cinema 
Finance Corporation Ltd he was appointed its 
secretary. He later became a director of both these 
companies and was closely associated with Mr J. 
Arthur Rank in his film business until 1947 when 
he resigned. In rg49 he was appointed financial 
adviser to Independent Film Distributors and he 
held that office until his death. 

Mr Gain's advice was sought by several of the 
banks and finance houses on financial matters and in 
his passing his firm and City connections have lost 
a trusted and able adviser. It is a great tragedy that a 
man of his brilliance should be cut off at so early an 
age. 

Manchester Society of 
Chartered Accountants 


The 1955-56 session of the Manchester Society of 
Chartered Accountants opens on September 23rd, 
when the President and members of the Committee 
will hold a sherry party for newly-qualified members 
in the Manchester area. The party will take place 
from 6 p.m. to 7.30 p.m. at the Chartered Account- 
ants' Hall 

Other meetings arranged up to the year-end are as 
follows: 
October roth: ‘Certain aspects of estate duty, including 


provisions of the Finance Act, 1954, by Mr T. A. 
Hamilton Baynes, M.A., F.C.A. 

November 15th: ‘Back duty’, by Mr Н.А. К, J. Wilson, 
¥.C.A., F.8.A.A. (Members of the Incorporated Accountants’ 
Society of Manchester and District have been invited to 
attend this meeting). 


November 24th: Annual dinner at The Midland Hotel, 
Manchester. 


December 5th: ‘The Pound and the Dollar,’ by Mr Norman 

Crump, Financial Editor of The Sunday Times. 

With the exception of the annual dinner, all these 
ie will be held at the Chartered Accountants' 
Hall, 60 Spring Gardens, at 6 p.m. Tea will be 
available at the Three Shires Restaurant, next door 
to the Hall, at 5.30 p.m.; the cost will be defrayed by 
the Society. 


| JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VAL'UERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Institute of 
Cost and Works Accountants 
RESIDENTIAL SUMMER SCHOOL 
The sixth annual residential summer school to 
be arranged by The Institute of Cost and Works 
Accountants will be held this year at Balliol College, 
Oxford, from September 19th-24th. 

Three papers will be presented to the School, as 
follows: "Ап alternative to piece-work', by Mr Ivor 
B. Cooke, director and general manager, Hopkinson 
Electric Company Ltd, Cardiff, "Using costs as an 
aid to control, to sell and to formulate policy', by 
Mr Нагоја Smith, r.c.w.a., director and general 
manager, ТҺе Wharton Crane and Hoist Company 
Ltd, Reddish, Stockport; ‘Units of measurement: 
key factors of production’, by Mr W. E. Harrison, 
F.C.W.A., immediate Past-President of the Institute 
and principal of W. E. Harrison & Co, Consulting 
Cost Accountants, Walsall. 

As is customary, a talk will be given on a more 
general topic by an outside speaker and this year 
Mr Edward Westropp, City Editor of the Sunday 
Express, will be addressing the School on the subject 
of ‘The role of the stock exchange in the British 
economy’. 

The proceedings will end with a formal dinner in 
Hall, at which representatives of the City and 
University, of industry and the profession will be 
present. 


A Notable Anniversary : 
Copies of Seventy Years of Progress in Accountancy 
Education, the commemorative volume which was 
the subject of a weekly note in last week’s issue of 
The Accountant, may be obtained, price 75 6d (8s post 
free), from H. Foulks Lynch & Co Ltd, 80a Coleman 
Street, London, ЕС2. 


Seminars at Incorporated Accountants’ Hall 


Two further seminars, in addition to that announced 
in our issue of August 27th, have been arranged to 
take place at Incorporated Accountants’ Hall by 
Prof. F. Sewell Bray, Е.С.А., F.S.A.A., Stamp-Martin 
Professor of Accounting. 

The first will be held on Tuesday, October тић, 
when the subject for discussion will be ‘Problems of 
social accounting’; Mr D. K. Burdett, of the Cabinet 
Office, will lead the discussion. The second will be 
held on Wednesday, November 2nd, on the subject 
‘Operational research in accounting’, when the 
discussion will be led by Mr A. Т. Wilford, Director 
of Research, London ‘Transport Executive. 
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Both meetings will commence at 6 p.m. and account- 
ants and students wishing to attend are asked to 
notify Mr T. W. South, at Incorporated Accountants' 
Hall, Temple Place, Victoria Embankment, London, 
WC2. 


Deputy Controller of Death Duties 


The Board of Inland Revenue have appointed 
Mr E. G. Tucker to be a Deputy Controller of 
Death Duties from October ist, 1955, in succession 
to Mr J. D. Geake, C.B.E., who is retiring from the 
public service. 


Chartered Accountants’ Hockey Club 
1955—56 SEASON 

The club season will open on October 5th, when the 
annual match between the members and the articled 
clerks will take place; a Colours v. Whites match will 
be held on the same date. The club fixture list 
includes matches against the Law Society, the Stock 
Exchange, the Chartered Surveyors, the Insurance 
Hockey Association, Oxford University Occasionals 
and the Bank of England. Ап Articled Clerks XI 
will be playing the Solicitors’ Articled Clerks XI 
during the season and also will be visiting Bristol 
for the annual game with the Bristol and Cardiff 
Students’ Societies XI. 

Players who are interested in taking part in any 
of these games should get in touch with the hon. 
secretary, Mr С. О. Merriman, A.C.A., at 3 Frederick’s 
Place, Old Jewry, ЕС2. 


SEVENTY-FIVE YEARS AGO 
. From he Accountant or SEPTEMBER ттн, 1880 
A leading articled entitled 
City COMPANIES! ACCOUNTS 

The preliminary action taken by the Royal Com- 
mission appointed to inquire into the City Companies 
seems to fully recognise the necessity of professional 
audits of accounts, in that the circular issued by the 
Commissioners demands information as to the mode of 
auditing adopted by the various Companies, and as to 
whether or not the accounts are freely accessible to 
members. The requirements of the Commissioners 
appear also to suggest a somewhat extended and 
immediate employment of the skill of professional 
accountants, for they include detailed statements of 
income and expenditure during the ten years pre- 
ceding the issue of the Commission, with a statement 
of assets and liabilities for each year within that 
period. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 
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THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Results of Examinations held in June 1955 


First Place: Jack, R 


Adams, Р. J., Southampton. 
Allen! 3 oen 

en, K. H. ndon. 
Allman, B., Leeda. 
Atkin, J. J., Edinburgh. 
Attipoe, ЁГЕ. Y., Glasgow. 
Auker, H. A, Harrogate. 


Ball, G., Newcome upon T 
Bannerman, W , Bridge of 
Barnes, A. D., Darfield. 
Batts, Р. R., London. 
Beasley, D. W., Liverpool. 
Beilby, D., а ы 


Berville, К., Folkestone. 
Blackwell, J. E. Bramhall. 
Blance, R., Edinburgh. 
Boyd, LA, Walsoken. 
Bray, ., Cardiff. 
Butterworth, 5. А., Ruislip. 
Byrne, W. K., Burnley. 


Cadman, 8. M., Brierley Hill. 
Callaby, P. E., Ipswich. 
Capon, L. B., Bedford. 
Caton, R. W., Swanley. 
Chambers, M. K., London. 
Clark, J. B., Sidcup. 

Clarke, D. Р. E аг. 
Clements, J. Е., Bournemouth. 
3. Р., London. 

Cole, _G. E., Hatch End. 


Crane R.J 

Crawford, it pi Зарр. звела. 
Curtis, C, Birmingham. 
Cutmore, А. А., Folkestone. 


Dalton, W., Dublin. 
Daw, H. 7, Romford. 
Dobson, 'T., London. 
Dow, R. Y. Slough. 
Drummond, D D. M. 
Duce, K. R, Liverpool. 
Dunsdon, P. J., Shalford. 
Dyson, Ј., Blackburn. 


Feeney, Ja Dundee. 

Fewster, C i мана. 

Finnie, TOÀ deen. 

Fox, J. W. eee upon Tyne. 
Francois, T. N., London. 

Fraser, É., London. 


Fuller, B., Leeds. 
Garthwaite, M., Huddersfield. 
Gasson, D. E E., Lond don. 


Geldart, K., Puds 
Gilder, J. N., London. 


Guven, M, E., Cyprus. 
Guy, J., Pontefract. 


. J., Newcastle upon Tyne. 
Second Place: Andérson, D. S., Greenock. 


FINAL EXAMINATION 


SECTION I 


(in alphabetical order) 


Hadley, M. J. R., Derby. 
Hamilton, T. D., ” Glasgow. 
Hanson, Ву Oldham. 

Hare, R. A., South Croydon. 
Harper, D. T, Marlborough. 
Harvey, W. L., Birmingham. 
Hawkins, Р. A, Boddington. 


C en City. 
НШ ЕЈ. І. E ristol. 
Holsey, J. W., Whiston. 
Hooker, A. H., London. 
Horton, D. J., Weston Favell. 
Houghton, J. s. Blackpool, 
Hughes, R. Hy не 
Hunt, Т. 1. 
Hutchings, D. Ww ondoa: 


Igra, B. M., London. 


aganna K. V., Ceylon. 
arrold, P. F. T. Ispwich. 
ou A., Manchester, 
ones, G. L., Dublin. 
Jupe, R. А., Watford. 


ја K., London. 


Kearsley, K. W., Swinton. 
Kent, K., Hyde. 

Kentish, T. R., Higher Brixham. 
Kenyon, А., Southampton. 
Kerridge, Т. D., Birmingham. 


Lang, J.-A., Dingwall. 
Langler, P. V., Elgin. 
Lawrence, R. H., Hornchurch. 
Leahy, P. J., Dublin. 
Lester, G. A., London. 
Lever, G. S., Liverpool. 

Le Vien, J. C., London. 
Liddle, W. A., Glasgow. 
Lindsay, L. F., Manchester, 
Longman, S. M., Fareham. 
Lucas, B., London, 


Mes R. D., Portobello. 
McKay, J. D. G., Kilmarnock. 
Machesney, R R. J., Liverpool. 
Mackay, J. М , London. 

Mady, D. G., “Southend-on-Sea. 
Mainland, Miss G, Ra London. . 


Marshall, L. C., Ilford. 

Martin, G. E. V., Ongar. 

Martin, Miss J. M., London, 
Mathieson, G., Blackpool. 

Mayhew, R. А. E., Brighton. 
Miller, J T. Newcastle upon Tyne, 
Moore, C. E, Pinner. 

Mumford, wW. W., London. 
Munro, R., Leeds. 


Neim, A. J., Egypt. 


Third Place: S 
Fourth Place: Ro 
Fifth Place: Nairn, N. M. M., Wishaw. 


ы E Rotherham. 
G. E., Rochdale. 


Odukoya, E. А., Leeds. 

о’ "Malley, J A., Stretford. 
Onnie, $1 Loddon, 
O'Shaughnessy, C. O., Liverpool. 


Parker, F. W., Stafford. 
Paterson, J., Cumn 


Percy, E , Stockport. 
Eorkins, Aa Sheffield. 
DM . Т., Langley. 


hipps, 7 а 
poe T dford. 


Powell- Smith, D. E., Beckenham. 
Pratt, R. We ‘London. 

Printer, B Glasgow, 

Proud, L. E., Enfi 


Race, W., East Boldon. 

Redford, J., Bilston. 

Reed, T. ., Newcastle upon Tyne. 
Rice, D.E o Cowes. 


ey, D., 
Roberts, А. G., Altrincham. 
Robertson, L. P., Wolverhampton. 
Robertson, R. F., Aberdeen. 
Robinson, E. Ј., London. 
Rosenthal, J., Leicester. 
Rubert, C. W., Liverpool. 


Sanderson, R. H., Shipley. 
Scannell, M. J., Dublin. 
Scarborough J. R., Hounslow. 
Schweitzer, А.К. M., Cookham. 
Sharpe, J. F., London. 


Smith, 8. G., Aldershot. 
Sneyd, P., Stoke-on-Trent. 
Беапђе Ren G., Farnham. 
Sube А V., 


Steel, h. C., а n 
Stevenson, A. P., Glasgow. 
Stew, K. Wi, London. 
Stewart T D.p Kenton 
treet, D. J., Stevenage. 
Summers, R, A, Long Eaton. 
Swales, G. T., South shields. 
Swanson, J. F., Newmills. 


Talbot, С. C., St Albans. 
Telfer, B. M., Faversham. 
Theobold, Es "A. London. 
Thompson, C , Cottingham. 
Thompson, C. "R., Plymouth. 
'Thoms, L. London. 
‘Thornton, R. W., Dublin, 
Tindale, R., Hull. 

Toy, S. C., Manchester. 
Tufts, J. P., London. 


320 
Vaughan, Е. D., London. 


Walczak- a Kulik, J. К. Z., Haverfordwest. 
Wallace, С., London. 

Wallis, D. J., Dartford. 

Wallwin, 5. А, Belfast, 

Walters, J. B., Surbiton. 

Ward, W. N., Birmingham 

Wardle, W., Bury. 


First Place and Prize: Preston, H., Wembley. 
Second Place: Hall, D., Gateshead-on- T yne. 


Afolabi-Odeku, J. B., Leeda. 
Allen, N. S., Hornchurch. 
Allen, R. W., Kenton, 


on. 


Bainbrid, 
Baker, 
Bali 


Anderson, D., Crewe. 
Anson, J. G., "Fari 
Ashby, P. Р.К. Dews 
Ayling, G. A. Harold 
, К. H., South Shields. 
; Stafford. 

i, A., Edgware. 
Ballantyne, D. F., West Wickham. 
Battin, P. S., Oldbury. 
ЕО G., New Malden. 
Bell, Е. London. 
Blundell: Pi, Pos , Bexley. 
Bowden, J. Cardiff. 
Bowes, R., Cardiff, 
Brent, A. 1. London. 
Brewer, D. J., Newport, Mon. 
Brewin, L., Rochdale 
Bridges, W. J., Merstham. 
Broadhead, N., Stockport. 
Brown, A. V., Selsey. 
Brown, С. W., South Shields. 
Buller, G. H., Croydon. 
Burridge, R. C., Reigate. 
Buxey, W, T., London. 
Cade, J., Castleford, 
Chang Alloy, V: A., London. 
Chal. А. W., Billericay. 
Clark, D. V. J., Hemel Hempstead. 
‘London. 


Cook, E. C., 
Coombs, W. J., Andover. 
pe, P. J., Leamington 
Cox, J. W., Great Yarmouth: 
Cresswell, L. E., London. 


Davis, Miss M. L., Hardhorn. 
Davison, L. S., London. 


Elliott, Miss M n Croydon. 
Eman-Pepple, , Mitcham. 
Evans, D BE В PB, ix anon. 


гапо, A. L., Barnet. ' 
Fox, R. Wy ‘New Malden. 
Fuller, J. C., Stanmore. 


Candidates 
Passed with Honours 
Passed 
Failed 


Total sat 
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Warran, Т. W. G., Welling. 
Warwick, Р H., Coventry. 
Webber, R. G., "Bristol. 
Weisberg, H. i, Manchester, 
West, D. К , London. 
Westlake, J., J., Greenford. 
Westwell, G., Knuzden. 
Wheat, F, E., Wolverhampton. 
Wheat, P. A West Hartlepool. 
Wheeler, D i || +» Dagenham. 


605 Candidates failed. 


FINAL EXAMINATION 


SECTION II 


(in alphabetical order) 


, 5. L., Heston. 
Goo ger G. "p. W., London. 
Grant, N. K, Alton. 
Greenwood, H. M., Beckenham. 
Griffiths, C. Liverpool. 


Hall, M., dicor upon Tyne. 
Hands, L. T., London. 

Hardy, R. O., Weatcliff-on-Sea. 
Hardy, W., Buckhurst Hill. 
Harris, M., London. 

Heathfield, ЈА. x „Carshalton. 


toke. 


L. RaR e eading. 
Iggulden, J. H., Richmond. 
Jones, W. L., London. 


Kane, K. J., Brentwood. 
Kilburn, J., Bradford. 
King, Miss M. C., London. 
Knott, G., St Bees. 


Lagun, P. А., Oxford. 
Laver, A. А., London. 
Lithgow, J. D., Edinburgh. 
Lloyd, C. D.. Richmond. 
Lucas, B. E., Leicester. 


McEwen, T., Bury. 
Mahrer, b, London, 
Marsh, Т., "Barry. 

Marshall, M. A. I., London. 


Howman, 


Mkparu, C 
Moore, ses EO 


Nash, К. A., London. 
Nicholson, T. B., Morecambe. 
North, К. E., London. 


Oxborrow, G. H., Bromley. 


Parcell, V. L., Liverpool: 
Pateman, E. j., Kin on. 
Peak, А. G., Shenfield. 


240 Candidates failed. 
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Whiting, K. V., London. 
Whi er, А., Sale. 
Wilkinson, G; Market Weighton. 


Williams, Ga Neath. 
Williams, В. ТА, London. 
Williamson, A, " Halifax. 
Williamaon; KS W., ondon: 


Wright, P. R., Herne y. 


Third Place: Davis, С. А., Rickmansworth, 
Fourth Place: Roach, H., 


Salford. 


Plant, R., London. 


Proctor, 1., "Glasgow. 


Quagraine, J., London. 
Quin, D. C. M., Ashford. 


Renwart, Miss Y. M., London, 
Roberts, a W., B: ? 


Roberts, R., Dartfo: 
Robiliard, E WA, Guernsey. 
Rose, S. Е , London. 


Rosser, J. Po Seven Kings. 
Rowe, J. M., Sherbourne. 


Rowley, Н. А. T., Braintree. 
Куап, В, J., Athlone. 
Sammons, L, J., London. 
Savage, W. B. A, Bramhope. 
Shelton, R. J. W., Leicester. 
Shooter, J. , London. 
Simpson, J., London, 
Singer, , London. 
Sissons, J. E., Leeds. 
Smith, J. J., London. 
Snow, D. J., Harrow. 
вре S., London. 
Stage, L. F. С. bondon 
Sutton, E. EN Cardiff, 


Tai, Y. L., London. 
Teverson, P. J., Croydon. 
Thomasson, R., Bolton. 
Thurstin, У. С. Е., Ramagate. 
Tsui, V. C. M., London. 
Turk, E. C., London. 


Utting, A. W., Norwich. 
Vickers, Е, J., Liverpool. 
Wallace, C. P., Nairn. 


m~ Fini 


Pre- Inter- Section 
liminary mediate 1 
3 4 5 
43 292 214 
47 389 605 
93 685 824 








Ward, L. R., Bi ham. 
Watkins, R. F., Cheshunt. 
Watterson, J., Belfast. 
Webb, J. W „Leek, 
Whisken, R. F., South Woodford. 
Williamson, 1 D. 5. Glasgow. 
Wright, A. E , Liverpool. 
Wright, P., Glasgow. 
Section 
П Total 
4 16 
145 684 
240 1,281 
379 1,981 
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| EE 
— CAN WE ACCOUNT FOR IT? 


UTOMATION is currently a fashionable and 
misunderstood word. It is wrapped round with an aura of 
technical. mystery that enables the ignorant to pretend 

they know what it means and the wise to wonder what it implies. 

In July, the Institution of Production Engineers held a confer- 
ence on the subject, and last week it came up for discussion at the 
Trades Union Congress. From these and other discussions it 
emerges clearly that.it implies-a bold leap forward in the evolution 
of industrial society. Тће early stages of the industrial revolution 
harnessed power to man's use and replaced the muscle of the 
blacksmith and carpenter. Power-driven machine tools fashioned 
the goods that were to raise the standard of living of nations. 

This process of mechanization continues relentlessly. Better 
machines are designed; and the recently fashionable subject of 
materials handling was an application of power-driven appliances 
in conjunction with the force of gravity to relieve man's muscles 
of the task of moving products from one industrial operation to 
the next. : 

Now comes automation. А logical continuation of the same 
development, it links the different power-driven machines that 
fashion the products and the mechanical handling devices that 
move them from one operation to the next. 

But this link is a different one. It is not mechanical. As machine 
tools and mechanical handling have replaced men’s muscles, 
so automation now comes to replace men’s nervous and sensory 
systems. The key to it is the computer, which receives information 
from all parts of the mechanical layout. It evaluates the informa- 
tion, checks that what is happening is what ought to happen, 
sends out the necessary instruction to correct any adverse trends, 
and carries on with its task of controlling every part of the complex 
whole. 

What, then, does it imply for accountants? So far as automation 
is applied to the field of production, it will necessitate a fairly 
drastic change in the basic data used in accounting for costs. 
Hitherto, costing has largely evolved in terms of accounting for 
labour costs and man-hours. Overheads were something that got 
added on afterwards as best might be. Today, industry is faced with 
ever-greater investments in machines, handling equipment, and 
now – control systems. The vital need will be for accurate account- 
ing for operating costs, utilization costs, and the cost of not 
utilizing these expensivé investments. Relatively, the cost of 


-labour will be less important – and may even become the bit that 


is added on afterwards as best may be. 
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We used to look on labour as a variable cost 
and treat the machine cost as fixed. We may now 
have to learn how to treat the machine cost as vari- 
able, while labour may well become a fixed cost, 
especially if the pattern developed in the motor- 
car industry in America becomes more widespread 
whereby the unions negotiate a guaranteed 
annual wage. 

But, in order to do this, we shall need different 
grist coming into the accounting mill. Hitherto, 


we have organized a flow of information concern- ` 


ing how men’s time has been utilized, and we 
have gone to some lengths to analyse the wages 
we have paid them. Now we shall need to know 
a lot more about how the expensive time of 
machines has been utilized – and what wages we 
have had to pay the machines in the way of power 
and maintenance costs. 

Something is known of the mechanics of this 
accountancy already. Much development is still 
needed. But the computer that gives rise to the 
problem also provides the key to its solution, as 
is pointed out in the September number of 
The Manager, in an article by Ме Jonn DEBOLD, 
who has played a leading role in the development 
of automation in the U.S.A. By bringing the 
power of the computer to bear on our accounting 
processes, we should have little mechanical 
difficulty in solving our problems. 

The difficulty lies in ourselves. As Mr DIEBOLD 
says: 

‘In most cases the full fruits of automation can 
be achieved only by a process of “rethinking”; 
an ability to get outside of a problem that seems 
insoluble and approach it in a new and perhaps 
wholly different way. It requires a constant re- 
examination of whether the problems we are 
attempting to solve are the problems we really 
should be trying to solve.’ 

This applies both as to how we account for the 
costs incurred in automation in the factory as 
well as to the way we use computer-controlled 
accounting processes to provide the accounting 
answers needed. 

As accountants, we must probably envisage 
the greatest impact in the field commonly defined 
as ‘management accounting’. At present, industry 
is going through the gradual process of installing 
accounting techniques capable of providing some 
useful information on those mechanical industrial 
processes commonly employed. On the account- 
ing side, we have developed techniques to match 
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the demands at present made by management for 
information. 

If we are to keep abreast of the demands that 
may in future be made on us, we cannot afford to 
sit back and await the development of events. 
Mr Рлевогр rightly points out that: 


‘Computers open to management the possibilities 
of an entirely new order of magnitude of control 
over business operations. Savings in clerical costs 
would be the smallest effect of automation: it is 
by providing management with better and current 
information that they will score their greatest 


gains.’ 

But the effect of the changes that may take 
place cannot be isolated in the field of manage- 
ment information. The changes of recording and 
information processing are likely to be too 
fundamental. They are bound to have a profound 
effect on the methods employed for ordinary 
financial accounting and commercial recording. 
This, in its turn, must have its impact on the 
work of the professional auditor. 
` We must be prepared to take part in the design 
of a new flow of vital industrial information. In 
solving this problem we can reasonably expect 
the instrumentation industry to design automatic 
instruments to collect and collate the data we 
need. Thus, much of the data will come to the 
accounting mill not as documents written by 
human beings, but as automatic recordings in 
mechanical form – punched-paper tape, magnetic 
tape, punched-cards, photographic sound track. 
From then on, the computer-controlled processing 
of this data for accounting purposes can begin. 

Using punched-paper tapes, and a teleprinter 
network covering their continent-wide organiza- 
tion, the United States Steel Corporation has 
already made astart in this direction. The American 
Management Association has published a study 
of the subject under the title, ‘A new approach to 
office mechanization: integrated data processing 
through common language machines’. In this 
particular case the common language is punched- 
paper tape. ` 

Automation in the factory and in the office is 
no miraculous panacea for all our difficulties. 
Nor is it something still to come, which we can 
dismiss as the impractical pipe-dream of enthusi- 
asts. It is here. It will stay. It will develop. The 
accountant’s task wil? be to apply imaginative 
and creative thought to the process of obtaining 
from it that information which is of most value to 
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‘management. It will require very considerable 
‚efforts for us to keep pace with our technical 
colleagues, who have brought automation to its 
present state of development. On the accountancy 
side, we have probably not as yet harnessed 
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anything. like similar resources of brainpower as 
are. at present employed in research on thé 
engineering, electrical, electronic and mathe- 
matical sides. We may have to give serious thought 
as to how this could best be done. 


ROYAL COMMISSION REPORT-XV 
DOUBLE TAX RELIEF 


are two ways of giving relief from income 

tax in respect of other taxes paid: by 
deducting the other taxes in arriving at taxable 
income, and by crediting the other taxes against 
the income tax. For any rate below 205 in the £ 
the latter method is more beneficial to the tax- 
payer, the advantage being proportionately less 
as the rate of British tax increases. It is the latter 
method which is usually known as double tax 
relief, and although it is a well-established relief, 
it has been confined hitherto to overseas taxes on 


N eet from downright exemption, there 


income. Witnesses pointed out to the Com- | 


mission that this produced anomalies in that each 
overseas country, faced with the necessity of 
raising a specific amount of tax, has unrestricted 
power to levy it either as an income tax or in some 
other form which does not qualify for double tax 
relief. Companies pioneering in undeveloped 
territories are the more likely to suffer since it 
it is in just those territories that qualified income 
tax officials – and faith in profit and loss accounts 
— tend to be lacking. 

, The Commission were unanimous in rejecting 
the suggestion that non-income taxes should 
qualify but the majority do recommend that the 
present ban on relief for income taxes imposed by 
states, provinces, cantons or other subdivisions of 
non-Commonwealth countries should be re- 
moved. They also recommend that taxes imposed 
by municipalities abroad should similarly rank 
for double tax relief if they take the form of 
income taxes. The minority dissent. 

"Ihey see no justification in granting double 
tax relief for local taxes in cases where the foreign 
State does not recognize the right to such relief 
in regard to its own central income tax. On the 
other hand, where the foreign State does grant 
such relief, there is equally no case for granting 


relief again from United Kingdom tax. It is 
interesting in this connection to reflect that local 
rates in this country, in their origin at least, were 
essentially an income tax, and even now they 
much resemble Schedule A. When other criteria 
are lacking, it is an accepted practice to compute 
a rating assessment on business premises by 
reference to the profits of the business carried on 
there. However, no one appears to have suggested 


.that rates on business premises should be dis- 


allowed in the computation of profit, and set off 
against the income tax payable. 


Credit for ‘Indirect Tax': 
Overseas Companies 
The provisions for unilateral relief do not allow 
credit to the United Kingdom shareholder of a 
foreign (as opposed to a Commonwealth) com- 
pany in respect of tax charged on the company's 
profit but not specifically passed on by the com- 
pany to the shareholder. In this respect the treat- 
ment accords with the treatment of profits tax in 
this country; the shareholder is not regarded as 
having suffered any part of that tax, notwith- 
standing that the fund available for the payment of 


"dividends to him is pro tanto reduced. 


The majority accept that there is nothing 
inherently inadmissible in the idea of taxing a 
dividend as a source of personal income alto- 
gether distinct from the profits from which it is 
derived and without regard to the tax imposed on 
those profits in the hands of the company. 
Nevertheless, they accept the argument that the 
unilateral relief given on this account in respect 
of shareholdings in Commonwealth countries 
should be extended to non-Commonwealth 


countries. ЈЕ is usually granted under bilateral 


agreements. There are, of course, difficulties facing 
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a minority shareholder who wants to claim relief 
in respect of indirect foreign tax but who is unable 
to furnish proof as to the amount, if any, of such 
tax. The minority, on the other hand, would go in 
the opposite direction. and discontinue all relief 
for indirect tax in the circumstances outlined 
above. They regard it as anomalous that a British 
shareholder of an American company should 
have double tax relief not only in respect of the 
American ‘withholding’ tax, but also in respect 
of his aliquot share of the United States corpora- 
tion profits tax. They point out that the share- 
holder thereby enjoys a higher effective dividend 
than his fellow shareholders in America who 
receive no relief in respect of corporation profits 
tax. The American shareholder in a British 
company obtains relief from American tax in 
respect of his aliquot share of British profits 
tax. 

The principle of giving relief to a resident 
shareholder in respect of the ‘indirect tax’ of a 
non-resident company is carried even further 
where that company has income arising (and 
taxed) in a third country. Again, if a British 
resident receives a dividend from a company A. 
resident in country X., part of whose income 
consists of a dividend from company B., also re- 
sident in X., and part of company B.’s income 
(out of which it paid the-dividend) arose and was 
taxed in country Y., then in computing the relief 
due to the British shareholder, credit is given for 
his aliquot share of the tax paid to country Y. 
However, that relief would not be given if either 
X. or Y. were a country outside the Common- 
wealth and had no double tax agreement with 
the United Kingdom. The majority recommend 
that this restriction be removed. 

How many shareholders would have the neces- 
sary knowledge and information to make an 
. effective claim for relief in respect of indirect tax 
at the third or fourth remove is a matter for 
speculation. One witness suggested that the 
Inland Revenue should issue a descriptive pam- 
phlet about the system of double tax relief. The 
Commission were glad to learn that this parti- 
cular topic was regarded by the Inland Revenue 
as deserving early attention in this respect. The 
Department has a central unit which is charged 
with the task of collecting information about 
indirect overseas tax rates and of making the, 
information available to any tax office which 
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requires it for the purpose of a i claim lodged by? a 
resident shareholder. 

The principle of giving relief ir in respect of taxes 
imposed by two independent countries is subject 
to the general restriction that tax imposed by a 
country on income which neither arose in that 
country, nor accrued to a person resident there, 
cannot rank for double tax. relief. The Commis- 
sion rejected a suggestion that this restriction be 
discontinued. 


United Kingdom Companies: Dividends : 

A United Kingdom company which lias obtained 
double tax relief is nevertheless entitled to deduct 
the full standard rate from its dividends. The 
company's net United Kingdom rate is, however, 
shown on the dividend warrant counterfoil and an 
exempt shareholder is precluded from obtaining 
repayment at a rate higher than the net rate. If 
he is an ordinary shareholder he may theoreti- 
cally benefit eventually from the company's 
double tax relief, but if he holds preference shares 
on which the dividend is regularly paid, the grant- 
ing of double tax relief to the company inevitably 
makes him worse off. The majority reject 
suggestions for special relief; their advice to 
exempt persons and institutions who contemplate 
acquiring preference shares in companies likely to 
enjoy double tax relief is on the lines of Mr 
Punch's advice to those about to marry. They 
support the restriction of the rate of repayment 
on the grounds that otherwise the Exchequer 
would be repaying tax which it had never re- 
ceived. Of course, the Exchequer is doing that 
every day, since no attempt is made to relate 
the tax paid by a company to thea amount it affects 
to deduct from dividends. 


Conclusion 
It has not been possible in this series of articles 
to deal with all the ground covered by the report. 
Ably as it has been prepared, it is a formidable 
document which takes much time and study to 
be adequately digested and understood. The 
CHANCELLOR OF THE EXCHEQUER is believed to be 
studying the report very closely, a fact which 
makes his next Budget a matter for even more 
speculation than usual. ,In the meantime it is to 
be hoped that the recommendations of the 
second Tucker Committee will not be lost sight of. 

(Concluded.) | 
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THE SAFE KEEPING OF RECORDS 
AN UNDERGROUND DEPOSITORY 


MONG the many and various duties 
Aes to the lot of the accountant and 
company secretary is the care of records, 
which in these uncertain days may be a heavy 
responsibility. The experiences of the Second 
World War and the awful possibilities of the 
atomic age have driven. home the lesson that 
forethought and precautionary measures are 
essential for the safeguarding of records of all kinds. 
Nor are war risks the only ones to be con- 
sidered. The hazards of flood, fire, frost and 
theft are always with us, not to mention the 
lesser evils of overcrowding of limited space, 
multiplication of files, and complicated filing 
systems. These are headaches from which many 
offices suffer, and it is to provide a remedy for 
all these ills that a vast underground safe de- 
pository was opened in Wiltshire early this year. 
A similar scheme is in existence in America, 
and the idea has aroused so much interest over 
Here that there must be many readers who would 
be glad to know about it. 


One Hundred Feet Underground 


The Wansdyke Depository is situated deep in 
the heart of the Wiltshire countryside, in the 
région through which runs the old defensive 
ditch, whose origin is unknown, called the 
Wans Dyke. ‘Deep’ is the right word, for the 
depository is hewn out of solid rock one hundred 
feet underground, and with a roof of solid rock 
above it. This, with special protective measures 
at the surface entrances, should enable it to be 
proof against all the normal risks of life and to 
stand up to the perils of blast, heat and radiation – 
to anything, in fact, save a direct hit from an atom 
bomb. 

iTo visit the depository is a remarkable experi- 
ence. A long stone ramp leads to the surface 
entrance which is guarded by a Chubb steel 
strong-room door, the key of which is always in the 
keeping of one of the uniformed security guards 
who are on duty day and night. Down one hundred 
and fifty stairs, running beside a disused railway 
line belonging to the quarry formerly worked 
here, is the entrance to the main storage gallery, 


guarded by an anti-blowpipe steel door. This 
gallery, occupying 7,000 square feet, about a 
quarter of the whole space, is strengthened by 
reinforced concrete piers and joists, all the 
openings are closed off with reinforced concrete, 
and should anyone be foolish enough to try to 
hack a way through the wall, he will immediately 
set in motion a burglar alarm connected directly 
with police headquarters. 

Air-conditioning plant, impervious to power 
cuts and duplicated to meet the risk of failure, 
keeps the temperature at the correct level, and 
air locks at the entrance are a further protection 
against atmospheric changes. A drain dropping 
into a 40-ft. well carries away any surface water 
that may collect, and fire extinguishers are also 
provided. 'T'he result of all this is that documents 
and microfilms may be stored without any fear 
of deterioration either from excessive humidity or 


dryness. 
Microfilms ame 

Since microfilming is the most compact and 
reliable way of duplicating documents and 
reducing filing space, the depository is intended 
mainly for microfilmed records, though other 
documents and certain valuables will be accepted 
by arrangement. Specially designed standard 
steel lockers may be rented as ordinary safe 
deposit vaults, each locker having a capacity of 
120 rolls of 16 m.m. or 72 rolls of 35 m.m. film. 

Private vaults may be constructed to the 
specification of individual tenants and strong- 
rooms are available. Both on the surface and 
underground, private offices equipped with micro- 
film readers and telephones are available for 
tenants. 

The Human Element 

In any system, however perfectly planned, the 
human element is the unpredictable risk, and 
the directors of the Wansdyke Depository have 
taken the most comprehensive and impressive 
precautions against the entrance of unauthorized 
persons. Those who make use of the depository 
should be able, in the words of Cromwell, to ‘ас- 
count themselves happy on being environed with 
a great ditch from all the world beside.’ 
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SETTLEMENTS 


AND THE RULE AGAINST PERPETUITIES 
| by PETER WHITWORTH 


ART XVIII of the Income Тах Act, 1952, 
which is directed against tax avoidance by 

way of settlements, contains perhaps the 
most baffling provisions in the whole Act. The 
drafting of settlements is so overshadowed by 
them that there is an added danger of overlooking 
the traditional pitfalls that lurk in the way of the 
equity draftsman. One of the most troublesome 
of these traps for the unwary is the rule against 
perpetuities. ' 

A gift which infringes the rule is completely 
yoid, as is every other gift which is dependent or 
expectant on it, with the result that the beneficial 
interests intended to be given remain with the 
settlor and the careful observance of Part XVIII 
becomes so much wasted effort. It is the purpose 
of this article briefly to examine the perpetuity 
rule with special reference to settlements. 

The rule has been stated as follows: 


‘A grant or other limitation of any estate or in- 
terest to take effect in possession or enjoyment at 
a future time, and which is not, from the time of its 

. creation, a vested estate or interest, will be void 
` ab initio, if, at the time when the limitation takes 
effect, there is a possibility that the estate or interest 
limited will not vest within the period of a life or 
lives then in being, or within a further period of 
' twenty-one years thereafter.’ 


| Contingent Interests 
Before dealing with the ‘perpetuity period’ itself, 
it will be convenient to consider the kind of inter- 
est to which the rule applies. It is expressed 
as not applying to a vested interest. The opposite 
of a vested interest is a contingent interest and 
contingent interests are very popular in tax- 
avoiding settlements because generally speaking, 
where income is validly accumulated pending the 
happening of a contingency, it is nobody's income 
for surtax purposes. Of course, the income may 
be 'deemed' to be the settlor's in many cases, 
e.g. where he has retained an interest in the 
settled property. Nevertheless, other things being 
equal, contingent interests are more favourable 
to the taxpayer than vested ones. 

Ап interest which does not carry present 
enjoyment or possession may nevertheless be 
vested and therefore immune from the rule. 


х In re Thompson ([1906] 2 Ch. 199, 202). 


Examples will probably be more helpful than 
definition. : 

In éach of the following three cases we are 
concerned with the interest of a beneficiary, X. 
(who is an existing person), in property which has 
been settled upon other persons as well as 
himself, thus: 

(i) То A. for five years and then to X. absolutely. 

(ii) To A. for life and then to X. absolutely. 

(iii) То A. for life, then to X. for life, then to B. 

absolutely. У . 

Та попе of the three cases does X. take posses- 
sion or enjoyment at the date the limitation takes 
effect, i.e. at the date the settlement is executed,’ 
but he does take a vested interest at that date. 
Of course, he may die before his interest falls into 
possession but in the case of (i) and (ii) the pro- 
perty will become part of his estate. As regards 
(ii) the date of A's death cannot be known in 
advance but it is bound to happen sometime. 
Example (11) is perhaps puzzling; obviously if 
X. dies before A., neither X. nor X.’s estate will 
actually benefit. Nevertheless X.’s interest is a 
vested one: from the moment the settlement is 
executed he is entitled to take the income just as 
soon as A. dies, as A. must. If X. dies before A., 
his interest is destroyed, but until that happens 
it remains a vested interest. : 

The difference between a contingent interest 
and a vested one may be entirely a matter of | 
words rather than substance. Nevertheless, if the 
interest is technically contingent, the rule can 
apply; if the interest is technically a vested one, 
the rule is excluded.? Thus the two limitations 
below give exactly the same thing, but in the 
first case the whole interest of X. is contingent, 
in the second case he-has a vested interest in one- 
half of the property (liable to be divested), plus 
a contingent interest in the other half. 

(х) To A. for life, with remainder to such of X. 

and Y. as survive him. 

(2) To A. for life, remainder to X. and Y., provided 

that if X. or Y. predeceases А., his share shall 
. go to the survivor. 

It follows that although the rule against per- 
2A will, on the other hand, &peaks as at the date of death. 
Subject to this difference, the rules discussed in this article 
apply equally to wills. 


? Subject to exceptions in the case of class gifts, and interests 
following ofher interests which are void for remoteness. 
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‘petuities is a гше of law which the settlor cannot 
expressly exclude, he may nevertheless be able 
in effect to exclude it by an apt choice of words. 


Class Gifts 

Where property is settled to be shared by a num- 
ber of people who answer a general description, 
‘but whose number or whose individual shares 
‘remain to be determined, the scope of the rule 
against perpetuities is in effect extended. It is not 
‘only vesting which must take place inside the 
perpetuity period; the proportionate share of each 
member of the class must also be finally deter- 
mined in that period. A class gift cannot be 
partially valid; if the interest of only one member 
infringes the rule, the whole class gift is void. 

Class gifts are extremely common, e.g. to the 
children, or to the grandchildren, of a designated 
person, where the members of the class are 
subject to natural increase. Owing to the stringent 
provisions about settlements on one’s infant 
children there is a growing tendency to make 
settlements on grandchildren, which increases the 
danger from the perpetuity rule. 

Assume a gift: 

"To A. for life, remainder to all the children of 
A. now born or hereafter to be born at any time 
who are or shall at any time become chartered 
accountants.’ 

At the date of the settlement A. has one child, 
B., who is already a chartered accountant. 
Ignoring for a moment the rule against perpetui- 
ties, B. has a vested interest in remainder in the 
whole property. Then if a second child, C., 

| qualifies, he takes a vested interest in remainder 
in half the property – at the expense of B. The 
interests of B. and C. are similarly subject to 
partial divesting as new children qualify. Now it 
cannot be said conclusively at the date of the 
settlement that no child of A. will qualify later 
than twenty-one years after A.’s death. It follows 
that the individual shares in the class gift cannot 
be finally determined within the perpetuity 
period. Accordingly the whole gift is void and not 
even B. receives anything under it. 


Accelerated Closing of Class 
'The scope of the rule against perpetuities in 
relation to class gifts is cut down by another set 
of rules familiar to chancery lawyers under the 
compendious name of ‘the rule in Andrews v. 
Partington’. "These rules, which were evolved 
quite independently of fhe rule against perpetui- 
ties, operate to close a class, as it were pre- 


* (1791), 3 Bro. С.С. 401. 
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maturely, so that persons thereafter coming into 
existence are excluded from benefit and therefore 
are prevented from reducing the quantum of the 
shares of the senior members. The rules apply to 
classes, defined in some term of family relation- 
ship, which are subject to natural increase. The 
rules are complicated and difficult: two examples 
only will be given here. Suppose the gift is: 

*to X. (a living person) for life, then to his grand- 
. children’ 
but that, at the date of the settlement, X. already 
has one or more grandchildren living. Not all his 
grandchildren will necessarily be born before 
the expiration of twenty-one years after X.'s 
death. Nevertheless, the rule in Andrews v. 
Partington operates to close the class on X.’s 
death, which of course, is within the perpetuity 
period. The property will be divided among the 
grandchildren (or their personal representatives) 
born in X.’s lifetime and living at any time after 
the date of the settlement. 

Assume now that the gift is: e 

*to X. for life and then to such of his grandchildren 

as attain the age of twenty-one'. 
Prima facie the gift to the grandchildren is void 
for remoteness. However, if at the date of the 
execution of the settlement X. has a grandchild 
Y., then the rule in Andrews v. Partington 
operates to close the class on X.'s death or when 
Y. attains twenty-one, whichever is the later. If 


at that date three more grandchildren have been 


born but none of them has attained twenty-one, 
Y. will then have a vested indefeasible interest 
in one-quarter of the property, together with an 
interest in the remaining three-quarters, contin- 
gent on one or more of the three younger grand- 
children failing to attain their majority. Y. can thus 
call on the trustees to pay over his quarter without 
waiting any longer after Xs death (or Y.’s 
majority if later). It was to bring this about that 
the rule was evolved; the escape from the rule 
against perpetuities is incidental. 

It seems that none of the Andrews v. Partington 
rules apply to a gift of income as distinct from 
corpus. The rules are mere rules of construction, 
but it requires very plain language in the settle- 
ment to exclude them. The perpetuity rule, on 
the other hand, is a rule of law. 

Another rule which may sometimes exclude the 
rule against perpetuities is that in Lassence v. 
Tierney*. If the settlor makes an absolute initial 
gift but then purports to engraft upon it some 
modifying provision which is void for remoteness 
(or any other reason), that provision is rejected but 


* (1849) 1 Mac. & G. 551. 
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the absolute gift stands. The difficulty in parti- 
cular cases is to decide whether the provisions of 
the settlement fall within the rule or are to be 
construed as simply conferring a limited interest. 


The Perpetuity Period 

Although the perpetuity period is often stated as 
the duration of a life or lives in being, plus 
twenty-one years thereafter, it may be reduced 
to a mere twenty-one years owing to the failure 
of the settlement to specify, expressly or by 
implication, any life in being. The life selected 
need have no interest under the settlement; it is 
common practice, in order to tie up property as 
long as possible, to specify a vesting date as: 

‘the expiration of twenty-one years after the death 

of the survivor of all the descendants now living 

of His late Majesty King George the Fifth’. 
To choose the descendants of an earlier monarch 
might be dangerous since the trust might fail on 
. the grounds of uncertainty. 

Where there is a gift to X. for life and then a 
gift over, or to the children of X. living at his 
death, and X. is alive at the date of the settlement, - 
he is by implication a life in being for the pur- 
poses of the perpetuity rule. 

There is a rule of equity that a child en ventre 
sa mére shall be treated as having been born 
if, broadly speaking, the effect is to benefit him. 
Accordingly, where the limitation is 


*to the children of X. (a man) who attain twenty- . 


one', 
the fact that X. may have a posthumous child does 
not make the limitation void, notwithstanding 
that the child cannot, strictly speaking, attain 
‘twenty-one within the perpetuity period. 

A period of gestation may also in effect be added 
to the beginning of the perpetuity period by 
specifying, as one of the lives in being, a child 
which is em ventre sa mére at the date of the 
settlement. . 

In considering whether the perpetuity rule 
applies to a particular settlement, it is conclusively 
presumed that all living persons are physically 
capable of having children. Consider again the 
example of a class gift given above: 

То А. for life, remainder to all the children of 

A. now born or hereafter to be born at any time! who 

are or shall at any time become chartered account- 
. ants. 

‘Assume now that A. is a widow aged ninety and 
‘that the two children B. and C. mentioned above 
are her. only children. Commonsense would 


1 The words in italics should exclude the rule in Andrews 
v. Partingion, assuming that it otherwise applied. 
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regard the class as closed as soon as C. (a life in 
being) qualified. However, the law conclusively 
presumes A. to be capable of marrying again and 
having further children. These might qualify 
more than twenty-one years after her death. 
Accordingly the rule is infringed and the property 
reverts to the settlor on the death of A. 
. It seems, however, that where the impossibility 
is not physical but legal, the rule takes notice of it. 
Thus if at the date of the settlement an Act had 
been passed prohibiting women over eighty 
from marrying (and therefore from having any 
more legitimate children?) the class would close 
at the latest on the death of C. and the class gift 
would accordingly be good (see Gatte’s Wil 
Trusts ([1949] 1 All E-R. 459)). 

А. bequest in the will of a person who died in 
November 1939, which would not vest until after 


- the expiration of the war with Germany, was held 


to be void since the war might have gone on for 
twenty-one years (Re Engels ([1943] 1 All E.R. 
506)). There are many decisions on the same lines. 

Special considerations apply where the settlor 
grants an interest which is to vest on the happen- 
“ing of one of two contingencies, specifically 
expressed as alternatives. If one contingency 
offends the rule but the other does not, and it is 
the latter which in fact occurs, the interest is not 
void for remoteness (see Curryer's Wil Trusts 
([1938] Ch. 952)). If the limitation were: 

‘to the first son of A. to become a chartered 

стани but if A. should have no such son to 
the subsequent death of A. childless would not 
save the gift to B. since, although it is within the 
perpetuity period and actually happens, it is not’ 
expressed as an alternative contingency. In 
relation to B.’s gift the only contingency in effect 
is the death of all A.’s sons without becoming 
chartered accountants, and that may not happen 
until after the expiration of the twenty-one years 
following A.’s death. 

A will or settlement may confer a power of 
appointment, the exercise of which may result 
in a derivative settlement. In these circumstances 
the problem of the rule against perpetuities may 
arise in a more complicated form. Lack of space 
forbids the development of this theme here. 

Where vesting, or the ascertainment of a 
beneficiary or class, is made to depend on the 
attainment by the beneficiary or class of an age 
exceeding twenty-one and the gift (or any gift 
dependent on it) would thereby be avoided for 
3 The word grandchildren’ is presumed to be confined to 


legitimate children of legitimate children, unless the context 
indicates the contrary. 
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remoteness, the settlement takes effect as though , 


the age of twenty-one years was substituted (Law 
of Property Act, 1925, Section 163). The section 
applies to all settlements executed after 1925 and 
saves a good many of them from being void. 

‘Exceptions to the rule against perpetuities 
include the following: 


! (i) Interest to arise on the determination of an 
entailed interest. The person entitled to 
the entailed interest can enlarge it into 

_1 absolute ownership and therefore destroy 

the interests dependent on it; 

' (ii) Gift over from one charity to another; 

(ii) ‘Trusts to accumulate money for the pay- 

ment of the settlor’s debts; 

(iv) Trusts to accumulate mioney for the reduc- 

tion of the national debt. 

Exception (iv) is perhaps of only moderate 

interest to the settlor concerned to reduce his tax. 


Income Tax and the Perpetuity Rule 
Intwo recent cases the Inland Revenue success- 
fully invoked the perpetuity rule against the tax- 
payer. In Aked v. Shaw (26 A.T.C. 172; 28 T.C. 
286), the settlement was dated January 8th, 1940, 
and by it the settlor settled property ‘in trust for 
such of the children ог child of’ A. (the settlor's 
son) as should be living on the vesting date, with 
power to apply income for maintenance in the 
meantime. The vesting date was defined as the 
earliest of: 


(a) January 1st, 1970; 

(b) the twenty-first anniversary of the death of the 
last survivor of the children of A; — 

(c) ‘such earlier date as the trustees shall fix’. 


At the date of the settlement, A. had three 
infant children; income was applied for their 
maintenance, and repayment of income tax was 
accordingly claimed on their behalf. The claim 
was rejected on the ground that the settlement 
infringed the rule against perpetuities and there- 
fore conferred no interest on the three children. 

Counsel for the taxpayer argued that the deed 
was expressed to be made in consideration of 
theinatural love and affection of the settlor for his 
grandchildren and therefore must be confined to 
those in being when it was executed, since he 
could not love a person who did not exist. 
Macnaghten, J., said that even if this argument 
were less flimsy than he thought it was, the pro- 
visions of the settlement plainly indicated that 
any children of A. who might be born after the 
execution of the settlement were to share. The 
settlement did in fact refer to ‘sons’ of A. although 
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at its date he had only one. À curious aspect of the 
case, not touched on in the report, is that (6) was 
really meaningless, since obviously no member of 
the class could possibly be living twenty-one 
years after the death of the survivor. 

More important is Innes v. Harrison (33 
A.T.C. 77), which concerned a settlement of a 
kind which has achieved great popularity. The 
main ground on which the Inland Revenue 
secceeded was that the settlement was void for 
uncertainty, but it was also held to infringe the 
perpetuity rule. The settlor convenanted on May 
Ist, 1949, to pay an annuity to the trustees during 
*the appointed period' which was defined as the 
period beginning on April 6th, 1949, and oe 
on the death of the settlor or March 31st, 1959, if 
earlier, ie. well within the perpetuity period. 
The trustees were to (the italics are mine) 


‘pay or apply the trust fund to or for the benefit of 
such one or more of the objects of the trust in such 
shares (if more than one) at such time or times and 
in such manner as the trustees shall from time to 
time think fit. 

The ‘objects of the trust’ were a widely defined 
(too widely defined) class of individuals, all of 
whom must be living some time during the ap- 
pointed period. The trustees were defined to mean 
and include the first trustees and the survivor of 
them and the trustees for the time being. Wynn- 
Parry, J., held that the deed created a single 
indivisible trust exercisable by the trustees for 
the time being. As they were not bound to 
exercise their discretion within the perpetiuty 
period, the whole gift was void for remoteness. 
Thus, although the settlement had successfully 
avoided the traps set by the Income Тах Acts, it 
had been caught by two different rules of the 
common law, as evolved in the Courts of Chan- 


cery. 

In Re Grotrian ([1955] 1 All E.R. 788), a testator 
died in November 1939, and bequeathed pro- 
perty which his son was to take if he survived 
the testator and the war with Germany should 
subsequently: terminate. The trustees were di- 
rected, on the happening of those events, to 
transfer the property to the son. Danckwerts, J., 
held that the testator intended the son to take only 
if the war ceased during his life. The gift was 
accordingly valid. One might with respect, be 
pardoned for thinking that the settlor in Innes 9. 
Harrison equally intended that the trustees should 
not wait for over twenty-one years before exer- 
cising their discretion. The decision in that case 
illustrates how easy it is to overlook the per- 
petuity rule. 
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VALUATION OF PROFESSIONAL GOODWILL 


by DEREK G. BEE, F.C.A. 


OLLOWING upon the publication of Mr E. 

Kenneth Wright’s excellent paper on this 

, subject!, some further comments may not 
be out of place, particularly with regard to the 
goodwill of the smaller accountancy practices. 

It is very difficult to generalize on this subject 
as circumstances vary so much, but it is the 
writer’s view that the value put upon the goodwill 
of a firm should be, as nearly as possible, its 
estimated market value, in cases where the good- 
will is capable of being sold as a whole or where 
there are a number of offices in different areas 
which may be sold ag separate practices. The 
main purpose of valuing goodwill is to preserve 
the balance between incoming and outgoing 
partners and no outgoing partner should be denied 
a realistic valuation any more than he should 
receive less than the amount he has contributed 
to the cash working capital of the firm. 

In the case of the larger firms, an outright sale 
of a practice is unlikely to take place and the true 
market value of its goodwill is of less importance. 
Probably the existing goodwill has not been 
created by the present partners and variations in 
profits from year to year are due less to the efforts 
of individual partners than to other circumstances. 
In any case, it is almost impossible to fix а market 
price for the goodwill of a large practice as there 
is, to al] intents and purposes, no market for во 
large aunit. | 

The Small Firm 
The position with regard to the goodwill of a 
small firm is, however, quite different, particularly 
at the present time when small practices and even 
blocks of audits command a high market price. 

Let us, for example, consider a fictitious firm 
with two partners who between them have built 
up a practice over the past thirty years and who 
contemplate taking into partnership two younger 
men, in order to secure the succession of the firm. 
The firm has two offices in neighbouring provin- 
cial towns and the proposed new partners are the 
managing clerks of the two offices. For the past 
five years each office has earned average gross fees 
of £5,000 and has shown a net profit of £2,000, 
after charging the managing clerk's salary. 

. It is contended that such a practice could be 
sold, without any great difficulty, for not less than 
three times the present net profits, probably as a 


1 The Accountant dated September 3rd and oth. | 


whole, but certainly as two units. Progressive 
firms in the same towns would jump at the oppor- 
tunity of acquiring additional fees of [5,000 per 
annum at an annual interest cost of £300 per 
annum, and the capital required is not so great 
that it would be impossible to find. 

If the existing partners were to admit the two 
new partners on the terms that goodwill was to be 
valued now, and in the future, at two years' 
purchase of net profits (as do 50 per cent of Mr 
Wright's sample firms which adopt the basis of 
a number of years' purchase of net profits), the 
incoming partners would, upon the retirement or 
deaths of the old partners, have acquired for 
£8,000 a practice which they could, if they chose, 
sell almost immediately for £12,000, thus taking 
the profit which should properly have accrued to 
the old partners. 

Such an example illustrates well the contention 
that market value should be the basis of valuation 
of the goodwill of the smaller practice. There is, 
of course, no reason why a share in a practice 
should not be sold for less than its market value 
to a favoured incoming partner, but the vendor 
should be aware that he is making a present of a 
capital sum and the purchaser should realize that 
he is receiving better terms than if the transaction 
had been one at arms’ length. 


Basis of Valuation 
should be Regularly Reviewed 

It is not enough, in these times, to agree a basis of 
goodwill valuation for the: future and then to 
forget about it. Market values have changed in 
the past; they may change again, and the basis of 
valuation should be reviewed at regular intervals. 
For example, a junior partner who may decide, 
after.a number of years in practice, to take an 
appointment in industry, will not like to sell his 
share of goodwill at a loss but, if the market value 
has altered in the meantime, there is no good 
reason why he should not lose money on a share 
of goodwill any more than that he should not sell 
his house or his investments at a loss. Conversely, 
he may quite properly have to pay more in 
proportion for a further share in the practice when 
it is offered to him. 

The ascertainmenteof the market value of the 
goodwill of a particular practice presents many 
problems and it cannot be positively determined 


-without putting the practice on the market. 


• 


September 17:ћ, 1955 


Nevertheless, it should not be beyond the com- 
bined powers of the partners in a firm of 
accountants to arrive at a realistic figure for what 
they consider their goodwill might realise. 

They will each look at the matter from a 
slightly different angle and a point of meeting will 
usually be established. Beyond the application of 
the principle that the value of goodwill, although 
often based on past profits, is in fact the value of 
the opportunity to earn profits in the future, few 
of ithe text-book methods of valuation appear to 
operate at the present time; and not only in 
relation to accountancy practices. Many of us have 
seen small businesses which in the past have 
barely earned a normal wage for the proprietors, 
change hands at substantial premiums. 

Accountants, and others, take the optimistic 
view that, given a nucleus of clients, their own 
efforts will expand the practice, and they are 
prepared to pay for such a nucleus far more than 
would appear reasonable having regard to the 
immediate profits return. Such a method as 
valuing goodwill on the basis of profits earned 
after deducting a reasonable amount as basic 
remuneration for the working time spent by 
partners is, accordingly, quite unrealistic. Many 
accountants earn less in profits than the amount 
that they consider would be a reasonable salary, 
having regard to the work they do and the 
responsibility they undertake, and a valuation of 
goodwill on the basis of ‘super profits’ would, in 
very many cases, produce a minus quantity. 


| 
Matters to be Considered 


The following are some of the matters to which 
attention must be paid in attempting to arrive at 
a realistic market value of goodwill. 


(х) The size of the practice. As a general rule, 
, the value of goodwill of a small practice is 
greater in proportion than that of a larger 
practice; the reason is that there is a greater 
demand for the small practice as a nucleus 
for expansion. A larger practice has a 
proportionately less market value because 
of the lack of willing purchasers with 

, sufficient capital. 


(2) The spread of fees. A practice with a few 
· clients paying large fees is normally worth 
less than one with a larger number of 
clients paying smaller fees from which the 
same net profit is derived. 


(3) The type of practice. A practice consisting of 
a large proportion of recurring fees is worth 
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proportionately more than one with a large 
proportion of occasional work such as in- 
vestigations, insolvencies, etc. 


(4) Current prices. The advertisement columns 
‘of the accountancy journals often contain 
particulars of prices being asked for the sale 
of practices or blocks of audits. It should be 
borne in mind, however, that these are 
prices asked, and not necessarily those paid. 


Having arrived at a reasonable estimate of the 
market value, regard should be had to the method 
of paying the amount due to a retired partner or to 
the personal representatives of a deceased partner, 
and of charging an incoming one. Except in the 
case of a very large firm where it is possible 
to disregard the capital value of the goodwill 
of individual partners, there is the choice of re- 
paying the full amount of the capital, including 
goodwill, probably over a period of years, or of 
paying an annuity instead. As an annuity will, 
in normal circumstances, be based on the amount 
of capital which would otherwise have to be 
found, the alternatives do not come within the 
compass of these notes. They should be the 
subject of separate consideration, but here the 
writer concurs fully with Mr Wright in his view 
that an annuity basis is not really suitable for the 
smaller firms. It is felt that, unless there is a 
regular succession of partners of varying ages, 
coupled with a fixed age for retirement, there is 
some danger of a junior partner or partners being 
landed with the provision of a number of annuities 
from current profits and having, at the same time, 
to find new junior partners. These latter would, 
in theory, pay their share of the annuities instead 
of contributing capital for goodwill but they 
would, in practice, still have to be provided with 
a minimum share of profits on which to live. 

Accountants, in common with many others, 
while watching the affairs of their clients most 
carefully, are inclined to neglect to keep their 
own houses in order. Cases are known to the 
writer where, on the one hand a new partner was 
admitted to a practice on a goodwill valuation of 
less than half of one year’s profit and, on the 
other, where a junior partner has agreed to pay 
out the capital of the senior partner on a goodwill 
valuation of one and a half times the gross annual 
fees. It behoves all practising accountants to 
review the value of their firm’s goodwill at regular 
intervals and to discuss the matter with their 
partners, before the sudden death or enforced 
retirement of an apparently active and healthy 
member of the firm catches them on the wrong 
leg with, possibly, disastrous results. 
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WEEKLY NOTES 


Wages and Prices 

At the moment, the United Kingdom, France and 
Germany are pursuing somewhat different policies to 
prevent an inflationary spiral developing as wages and 
prices move to higher levels. France has announced 
that it proposes to stimulate wage increases as a means 
of stimulating purchasing power and investment. 
The German Government seems inclined to offset 
inflation by a more liberal import policy, that is, if 
Dr Erhart, the Minister of Economic Affairs, gets his 
own way. This country is relying on monetary policy 
to keep prices down. 

At the Trades Union Congress last week there was 
a good deal said on the need to keep prices down if 
the purchasing power of wages was to be sustained. 
This week the British Employers’ Confederation has 
issued a plan called ‘Britain’s industrial future’, 
which suggests that some methods should be found 
of stabilizing or reducing prices. The Confederation 
18 quite prepared to discuss dividends in relation to 
wages with the Trades Union Congress. ‘Inflation 
will never cease,’ says the statement, ‘if every small 
rise in internal prices is made the excuse for wage 
increases, which themselves generate a further rise in 
retail prices within a few months.’ The statement goes 
on to criticize Government expenditure on food sub- 
sidies and Government expenditure on defence and 

capital development to the exclusion of private enter- 
prise. The plan suggests that measures such as the 
extension of shift working should be fully explored 
and that greater efficiency must be sought in all 
industries to keep costs and prices down. In the long 
run, says the report, everyone’s interest would be best 
served by a reduction in prices. 

The report will be tabled at the next meeting of 
the Joint Consultative Committee which includes 
representatives of the T.U.C., the nationalized 
industries, the employers and the Government. There 
will, no doubt, be agreement as to the end to be 
achieved; a good deal of give and take will have to be 
forthcoming to will the means. 


Better Trade Figures 


With commendable caution, the Board of Trade 
points out that the overseas trade returns for August, 
provisional results of which have been published this 
week, are still being influenced by the transport 
strikes of the early summer. However difficult it may 
be to see in the latest returns anything of a trend, the 
statistics, so far as they go, have some encouraging 
features. ` 
Imports in August were £342 million compared 
with £339 million in July. Re-exports were slightly 
higher at {10 million. Exports advanced, however, 
from £223 million to £264 million, and this good 
performance reduced the trade gap from £108 million 
to £68 million. Since August is normally a low month 
for exports, the high figures achieved must have been 


caused by shipments making up ground lost during 
the strike period. The trade gap in August was in fact 
better than the monthly average in the first and 
second quarters of the year. 

Exports to North America are beginning to show 
the results of the growing boom in the United States 
market. At f30:4 million in August they compare 
with £30°3 million in July and £17-4 million in June. 
So far as Canada is concerned, there was a slight 
decline of £o*9 million on the month, but at £16:6 
million, exports to the United States were {1 million 
higher on the month and suggest a resilience which 
has been absent since the onset of the United States 
depression over two years ago. 


Strikes at Home and Abroad 

In the July issue of the Znternational Labour Review, 
an analysis is published of the number of days lost a 
year per thousand employees over the years 1952 to 
1954, and the average for 1947 to 1954. The best 
performance, judging from the average figure, is 
recorded by Switzerland with 49 days lost. This is 
followed by the Netherlands, Sweden, West Germany, 
Denmark and Norway, all bunched between 80 and 
112. The United Kingdom follows with 151. There 
is then a very big jump to the next country which is 
Canada, which lost 736; Australia lost 941, Italy 
1,023, France 1,244, and the United States 1,515. 
'Ihe United States is the second worst, the largest 
number of days lost being recorded by Finland. It is 
only fair to add, however, that the United States' 
performance was particularly bad in r952 and has 
since been improving rapidly. А feature of the results 
is, in fact, the variations in each country's perform- 
ance from one year to another. 

Conclusions from figures of this kind have to be 
very tentative. Whereas most countries with better 
results have strong trade unions and centrally 
negotiated wage agreements (in the case of the 
Netherlands the unions are not centrally organized 
but wage movements are nationally controlled), 
Australia, which has strongly centralized unions, has 
a bad record. Again, in some countries political senti- 
ments seriously affect the figures, as in the case of 
France and Italy. It is noticeable that the United 
States has a large number of days lost per year, 
although it represents in many respects the freest 
economy and the maximum amount of flexibility in 
bargaining power. There seems to be some possi- 
bility that the presence of a good bargaining position 
by labour plus gradual inflation. Теза to strike 
activity. From the figures published in this analysis, 
it would seem that some inflation or political agitation 


-in the unions are the main causes of labour unrest. 


Certainly the record o$ Scandinavia is much better 
than that of any other area and although inflation can- 
not be said to have been absent from that part of the 
world, it may be that traditions of self-discipline and 
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a liking for coherent administration even in matters 
of wage negotiation, have damped down any tendency 
there may have been for labour to use the strike 
weapon freely. 


The Monopolies Commission on Copper 


The Monopolies and Restrictive Practices Commis- 
sion has now issued its report on what it considers 
to be restrictive practices in the supply and export 
of copper strip, plate, sheets, wires and tubes. In the 
Commission’s view the main restrictive practice is 
the fixing of common minimum prices by members of 
the twelve trade associations concerned. Most of 
these associations are members of the British non- 
Ferrous Metals Federation. Certain other practices 
linked with fixing minimum prices are also considered 
contrary to the public interest and it is recom- 
inended that they should be discontinued. Among 
these are collaborating on tenders, fixing common 
terms for scrap purchases, regulating resale prices, 
regulating agents’ commissions, limiting the accept- 
ance of bulk contracts and fixing discriminatory 
prices to groups of customers. Certain other activities 
are described as rigid and binding and these include 
the maintenance of common contract and quotation 
terms, including transport and packing charges. 


The British trade is an adherent to the Lausanne ' 


Agreement of 1946 signed by representatives from 
Britain, Belgium, France, Sweden, Switzerland and 
certain other countries. Under its agreement the 
signatories undertook to observe each other's 
- home trade prices in each other's domestic markets. 
In the opinion of the Commission this has tended to 


keep prices up in the British market and it recom- . 


mends that United Kingdom manufacturers should 
withdraw from it. ''he Commission is less sure about 
the effect on the public interest of minimum export 
price agreements but it considers that if they are not 
abandoned they should be reconsidered in two or 
three years’ time. 

Average profits in the industry have been comfort- 
able but not unreasonable, according to the Com- 
mission but it considers that prices have been higher 
than would have been the case if members of the 
associations had been competing against one another. 
In other words the Commission means that trading 
conditions are comfortable with adequate profits 
and this, of course, is as serious criticism as if it 
had said that profits were high. Most monopoly 
situations exist to make profits of a reasonable level 
for all participants rather than to make large profits 
for a few. Тће British non-Ferrous Metals Federation 
has already replied by saying that there are no private 
trade Courts, no stock lists, no collective boycott, 
no retail price maintenance and no quota imposed on 
members. It also declares that this inquiry did not 
result from any complaint from customers or 
suppliers. The fact is, of eourse, that copper is used 
by a very wide range of industry in comparatively 


&mall quantities. It is a small but absolutely critical . 


mnaterial for a wide range of engineering trades. One 
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of the interesting issues which the report raises is 
that this industry is a supplier to some of the most 
powerful trade organizations in the country. If 
competition is enforced on this trade, should it not 
be likewise enforced on some of its highly organized 
customers? 


Indian Company Law Bill 


On Monday the Indian House of the People passed 
a Bill containing 658 clauses which consolidates and 


: amends existing company law in India and which will 


now go to the Upper House. One of the most contro- 


.versial parts of the Bill provides that company- 


managing agencies will not be allowed to continue 
after 1960 without Government approval. The Bill, 
in effect, represents a compromise between those who 
wish to retain in India foreign invested capital, and 
accordingly, to make the country as attractive to 
foreign investors as possible, and those who wish to 
cut down foreign influence and the opportunities of 
earning profits. Tribute was paid by the Indian 
Finance Minister, Sir Chintaman Deshmukh, to 
people, including people in Britain, who had helped 
with advice on the drafting of the Bill. 


I.M.F. Meeting Begins 


This year’s annual meetings of the World Bank and 
of the International Monetary Fund at Istanbul occur 
at an awkward moment for those taking part. In the 
last few months there has been a noticeable hardening 
of money rates in many countries as a measure against 
inflation. Outstanding among these have been the 
recent developments in this country against creeping 
inflation and similar upward adjustment of rates in 
the United States as the boom there has gone on to 
new peaks. Unfortunately, the measures taken have 
had little time to take effect and it is not expected 
that their adequacy or otherwise will be apparent 
much before the end of the year. 

By tradition, this annual meeting is the occasion 
of public pronouncements by financial ministers of 
their views on their own country’s and the world’s 
financial health. At times, too, it has marked the 
occasion of the announcements of such exciting 
developments as revaluation of currencies. On this 
occasion, the public pronouncements under the first 
heading are likely to be the occasion for reiterating 
that there are going to be no developments under the 
second. This is especially true of sterling, about the 
devaluation of which, or the widening of the exchange 
rates, there has been so much speculation of late. Тће 
"i fact that the credit squeeze in this country has 

ill not worked itself out is likely to make those 
gathered at Istanbul cautious about the trend of 
international confidence over the rest of this year. 

In these days the proceedings are not even en- 
livened by some forthright and full-blooded monetary 
orthodoxy from the International Monetary Fund. 
Its comments on the events and ba ен of the: 
last year are mild, if not laudatory. 
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FINANCE AND COMMERCE 


Despite competition from a heavy volume of new 
issue business, the stock-markets have made some 
modest recovery. The improving trade figures have 
assisted sentiment. Heavy new issue operations, how- 
ever, have meant that institutional investment funds 
are largely tied up and any sizeable market support 
from this quarter is unlikely until the turn of the year. 


Textile Loss 


The accounts of J. H. Buckingham & Co Ltd, 
shirt-makers, which we reprint this week, show the 
position of a company which took a hefty knock in 
the textile slump. Apart from trading losses, a 
previous board committed the company heavily to 
forward commitments for stock at prices that have 
proved unrealistic and the result is seen in the balance 
sheet where the shareholders’ interest in the business 
is shown at £43,568 as against the £194,665 of nomi- 
nal capital. 

"On (OR face of things, the ordinary capital (sold to 
the public in 1948 at ten times its nominal value) has 
gone and something like two-thirds of the preference 
as well, but no doubt the nuisance value of the ordinary 
vote will get its recognition in the reconstruction that 
appears inevitable. 

Mr M. F. H. Taylor, the chairman of the new 
board, warns shareholders not to be too hopeful of 
the future. Now that a detailed examination of the 
company’s affairs has been carried out, he says, ‘I 
must sound a further note of warning and tell you 
frankly that in the view of your board, complete 
recovery will require a protracted period of hard and 
patient work on the part of all concerned, particularly 
as the accumulation of trading and stock losses over 
the past few years has depleted the working capital 
of your company 80 seriously.’ 


Wider Market 


One often hears it said that splitting a share into units 
of smaller denomination results in an improvement 
in the market. And from observation and experience, 
one knows that if a {5 share, standing at £15 in the 
market, is split into five {1 shares, the market value 
of the shares in £1 form will almost certainly be 
something over бог, and there will be an easier and 
freer market in the shares in which one can more 
readily deal. 

What is evident by experience, however, is now 
confirmed by the statement of Sir Edward Wilshaw, 
chairman of The Globe Telegraph & Trust Ltd, on 
what happened in that company's case after the share 
split. It was in February last that the board arranged 
for the ordinary stock to be transferable in units of 
55 and for the Stock Exchange quotation to be based 
on that amount. The previous denomination was £1. 

Since the 5s unit was instituted, Sir Edward stated, 
the number of transfers registered had increased by 


some 334 per cent and the total of new accounts on 
the stock register had gone up by about 75 per 
cent. 

Sir Edward said that the 5s form was introduced in 
the hope that it might assist the smaller investor to 
place its funds in an organization which, by its port- 
folio, is providing an investment spread which it 
would be impossible to attain by operating on one's 
own account. 


Industrial Relations 


Current controversy on methods for improving 
industrial relations lends particular interest to the 
recent address by Mr W. Н. Higginbotham, F.3.4.A., 
chairman of Edgar Allen & Co Ltd, to shareholders in 
the company. He castigated 'those so-called intel- 
lectuals who, usurping the functions of constitution- 
ally appointed leaders of labour, using the outmoded 
jargon and vituperative vocabulary of a by-gone day, 
and ignoring the ninth and tenth commandments, 
presume to champion the cause of the workers 
with whose occupational risks they carefully avoid 
contact’. 

And he appears to have little hope of any improve- 
ment in industrial relations. ‘Exhortations, incentives, 
higher wages, shorter hours ~ all have been tried’, he 
says, ‘and found wanting.’ He has no belief in ‘the 
latest popular panacea ~ co-partnership’. 

But he thinks there might be one line which might 
well lead to a partial solution, at any rate, of our 
difficulties. Simply stated, says Mr Higginbotham, 
this idea is that in every business and typical in- 
dustrial grouping, there can be established a basic 
relationship between the ‘conversion cost’ (ie. the 
cost of processing or converting the component 
materials of products or services) and wages value or 
‘labour content’ of that cost. 


‘Fundamentally Sound’ 


The system, therefore, operates so that any downward 
variation in respect to current output from that basic 
relationship is credited and that of any upward 
variation is charged, period by period, to a fund from 
which at short intervals appropriations are made, 
proportionate to their contribution in terms of hours 
at their base rates, for the workers’ benefit. Wages 
rates, of course, are agreed in accordance with union 
or local agreements. 

So far as the basic principle of the relationship 


‘between the conversion cost and labour content is 


concerned, Mr Higginbotham says that, with his 
own long and varied experience of industrial facts 
and figures and a recent statistical test of those of his 
own company, he is convineed that the idea is ‘funda- 
mentally sound and ethically right’. 

Applied with goodwill, and intelligence, he thinks 
it is capable of almost infinite extension and variation. 


335 


September 17th, 1955 


"661 “ne малу 
"питипоогу parajiDu) тэз 'uopuo] 

‘OD 8 ЧҮҮ '3dOH Я злы unmy ‘ЕН maurid 

әзер JEI UO рерџе JE9Å OYI јој ETO] 943 JO MOJA Jre; put опла t 65412 зипозау S307 put роја 943 pur '6641 aoge Aseniqoy зи te supeye s Аоедшод 843 jo BINE 995 jo MEJA лро рит ONG E тәл 

J095 HURRA eu 'рапбеј os јоџитш aus шу ‘Bréf “DW гојитдшоо eus 49 редјпбој моришлојиј 943 өлу 30поооу ples eua чп USAJ suopaus|dxs 293 оз Ju[pJo25t рив чојрашлоји] Jno jo 180g 293 оз put uo[u[do 

4no 0] 'зипозое Jo txooq PI YIM 3ueuigoJ uj әзе PYM 3uno22y sso] рие уола poxeuus pue 39946 sout[sg #4048 IYI ром штхе GARY BAA ‘23004 97043 jo порецшъхе JNO шолу suvodde s» rej os Ausduio7) #42 Aq 
3d93 Usaq saty 3unooot јо #4004 Jedoud uoju|do ano uj "3jpnz зпо jo sefodand 993 лоу At$329U 9494 јо|јод PUT одројмлоих JNO jo 3:9q 293 02 PIYA suo[1zue]dxo pue uoprtunioju| 993 |j peupqo e^t BAA 

d азии ANYdHOO ж WWHONIMDN ‘Н ‘T dO suada JHL OL SYOLIONY AHL JO 1чОазч 


THE ACCOUNTANT 



































$69'9917 А 9kL'SOE3 969`9917 9kL's0€7 
mulo oy АЯ Ч 
vs8'tti OIO ELT "6961 "4206 зоашолом оци pred uosq зоџ tey #2945 
£61 ry p “7 Ex ub x) S pusH uj yso — 66! озџозојаја зајицјпшпо 3090 Jod 9 eu; uo риорјају 941 – "2304 
8S6'Sy P y Ма e аза праза 096'9k пука ——— = O080'66i 
зор uojSjAOJd sso] чаџошАвдоја pus ejqwAjo2ey sing 101490 uses 7 К Ж у p Е (sosy TEE'001 
£0/'48 . .. 10129] sApnoexy Aq ропјел m aptiy-upopoag 10691 зело ORs Жиртор put рэху Aq peincef) зршрјолоО Jurg 
messy yuong ki ea D о zt spuspjAig powppun p} 
¥6r Pe 77 XBL ewou 6191 
£y9'£C tto REO penaooy pus нодрело 21146 
Sere 8 eL жәрэшаегі aang 
pee mu ** Yo unpa 3unours 031220722 y £127 o 
89s'Ek 3s 9103u] ,s15pjouoawug 999'901 
uci m zs 26 - мод ту 
1820303] 160'181 3unozoy 52071 put 3[joJg uo езивјен 319°C 2797 66615 1 
wr — . WLI 599'761 SOFFIT 
QC +: yo мозаџм зипошт o3130J33 y s307 n M 
90L'S ` и ECL 1502 000'0Z ** JUNY #207] put 3gOJd оз розлојили 1, sse] | 
quonbssqns го "2761 ‘PoE зодшолом UO enpa осе IN IY 000'0/ 75 d 2 J 7 wS6I "381 pe 
. :4ләщцоты рие алија зж s2uw]eg иошушишоа prema] put 22807 42025 10) CATOFOY 
Sue = 559! 30449591] опизлвџ 
S61't ** YO поззнл 3unours 232220432. 2597 599'¢61 599'61 
067 гр $c > ie o» зу 000°5/ t црте sy јо otyg Азера 000'0051 000' 52 
ата pus 9gn3judng 599'611 qose [7 JO sortus o»us10)o44 әлрејпшпо 349 198 9 $99'611 s99'61i 
oit —— STES ppg Ат рир panssy • 
6759 ++ go познім gunos 93129232 v 45271 000 ' 0067 
667'01 Ун us i мод ту puces 
::0p11edoJg рјоцәтчәч 000091 t yowo зр jo зогецс AJRU]PJO 000'00%Е 
1005 ** 3903 зв Азаодоја ployeosy 1005 00007: yara [ў JO #9245 озџојојаја оарпшпо Jue? Jed 9 000'071 
61281 3307) зз HAT! әрі] Put умроод 61481 грахиошпу 
' mossy режа imide 22945 
3 3 3 7 3 3 7 3 
v$61 "pgz Uong #56! “paz отда 


emaan a a e e 


4561 ‘pt Aenaqod *133HS зомутув 
GALIN ANVdHWOO З HYHONDIOn8'H 'f 


336 


J. Н. BUCKINGHAM & COMPANY LIMITED 


PROFIT AND LOSS ACCOUNT for the Year ended February 28th, 1955 





Year to : 
February 28th, 1954 


By Not Loss, carried down 


£ 
135,724 


£ 
. 51,863 


£ 


To Trading Loss, including losses on Stock Realization 


» Amortisation of Leasehold Premises .. 
„ Depreciation of Plant and Machinery .. 


„ Audit Fee 


1,175 
(4225 
210 


» Directors’ Emoluments: 


Salaries, Pension Scheme Contributions and allowance to retired 


Director . 


Fess . 


Past Directors: 


7742 —— 


E 


Mr W. C. Buck 


3,000 


In settlament of all claims under his Service Agreement 


Mr C. M. Young 
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Аз compensation for loss of employment 


£135,724 


By Balance at March Ist, 1953, brought forward 





To Balance at March 156, 1954, brought forward 


s» Net Loss brought down 


Transfers from Reserves: 


„ 


„ Provision for Income Tax and Profits Tax 
» Dividends for year to February 28th, 1954: 


JT 


Stock Losses and Forward Commitments Reserve 


Other Reserves be xe 
, Balance carried forward .. 


5 


| 


< 6 per cent Cumulative Preference Shares 


„ Reserve for Stock Losses and Forward Commitments 
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He commends its study ‘to all 
those who are honestly seeking 
a solution to our present labour 
troubles’. And then rather curi- 
ously puts up an obstacle by 
saying that he thinks he ought 
not to mention the name of this 
plan. 

For those whose curiosity 
has been aroused, however, we 
think readers will find the basic 
idea in the ‘Rucker plan’ an 
interesting examination of which 
was given in The Director of June 
last year. 


Calculating Depreciation 


The chairman of Streamline 
Filters Ltd, Mr С. 5. Garland, 
draws attention to the substan- 
tial writing down of plant, 
machinery, etc., to the point 
where the balanceamountstolittle 
more than £2,000. It is an almost 
nominal figure, he says; re- 
placement at present prices 
would cost more than the whole 
of the issued capital which is 
[100,000 in ss ordinary shares. 

It is, therefore, Mr Garland 
tells shareholders, no longer 
possible to provide adequate 
depreciation by writing off from 
the book value. And so, £10,025, 
which is approximately ro per 
cent of the estimated replace- 
ment value, has been added to 
reserves which now stand at 
£127,906. AE 

Some time earlier this year 
there was a possibility that a bid 
of 47s 6d might be made for the 
company’s -shares but discus- 
sions were broken off without 
any formal offer being made. 
Mr Garland says it was made 
clear to the directors that 475 6d 
would not be acceptable to the 
requisite percentage of share- 
holders. 


| Money Market 

There was little change in 
Treasury bill conditions on Sep- 
tember gth. Applications totalled 
£381,140,000, and at a main- 
tained bid of £98 195 8d the 
market obtained 64 per cent of 
requirements. The average rate 
was £4 15 4:67d per cent and this 
week's offer is £290 million. 


| 
September 17th, 1955 
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: CORRESPONDENCE 


Letters must be authenticated by the name and address of the soriter, not necessarily for publication. 
| The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


| ‘Accounting Тог Hospital Management? 


Sir, – I would refer to the editorial comment on the 
above subject, which appeared in the issue of August 
6th under the heading ‘Accounting for hospital 
management’. I am afraid that the writer has un- 
intentionally given a most misleading summary of 
the; working party's report, simply by viewing their 
recommendations in the wrong perspective. He says: 

; "The principal system recommended, called the 

“main system", is basically sound and readily 
` capable of being developed along the lines found by 

further experience to be both necessary and desir- 

able. For purposes of internal management, the 
accounts are to stop at prime cost. . . . In addition 
to this main scheme the working party recommend 
that, from the outset, a number of non-teaching 
hospitals in each region and а number of teaching 
hospitals, should be required to effect a break-down 
of ward costs under the main specialities, e.g. general 
medical, general surgical, private patients, maternity, 
children, etc. In the main scheme all wards are 
combined,’ | 
There is then a reference to full departmental accounts 
being required for the final accounts. 

As the article stands, I think the reader will assume 
that the main recommended system is a very primi- 
tive form of departmental costing, providing figures 
of prime cost only. 

What the working party actually recommend is a 
full departmental costing system, with appropriate 
allocation of all indirect expenses, for 

‘the wider purposes of inter-hospital, regional and 

national comparisons of costs’ (paragraph 8). 

This system is to apply at first to certain hospitals 
only, but experimental extensions are advocated. 
Appendices A to D (pages 20 to 45) describe in con- 
siderable detail the proposed units, bases of re- 
allocation of expenditure, etc. 

In appendix Е (pages 49, 50) is a 

‘form of annual summary of departmental expendi- 

ture and unit costs of hospitals undertaking the main 

scheme which the working party consider might be 


suitable as a minimum for presentation to boards of 


governors and hospital management committees’, 


This appendix relates to a reference in the report 
itself (paragraph 8) to the use of interim figures by the 
managing bodies. The paragraph says: 

“The working party consider that the require- 
ment... could adequately be met by the production 
* of interim cost statements during the year limited to 
the direct expenses of the departments etc., to be 
separately costed, followed at the end of the year by 
the production of the annual cost statements referred 
ко! ша the next paragraph. It is recognized that the 
nature of direct expenses varies as between hospitals, 

' dependent on local organization, and for this reason 
the working party came to the conclusion that in 


preparing the interim cost statements hospital 
authorities should be free ѓо decide to what extent 
expenditure should be brought into the cost accounts 
for each department and service since, provided the 
authority always adopts the same cost analysis, 
comparisons of costs between one financial period 
and another would be valid.’ | 
` I think your readers should be aware of the 
importance and true significance of the working 
party's report. 
. Yours faithfully, 
GILBERT H. CLARKE. 
South Croydon, Surrey. 
[We do not feel that our leading article misrepresented 
the position although perhaps the paragraph starting 
‘For the final accounts’ would have been better 
following the paragraph dealing with internal manage- 
ment. We stated that for purposes of internal manage- 
ment, the accounts were to stop at prime cost and 
this is supported by the report which says: 

'(a) Internal management . . . could adequately be met 
by the production of interim cost statements during the 
year limited to the direct expenses of the departments.' 

This, in our view, is definitely a system of prime cost 
only. We stated also that for the final accounts:. 

‘A distribution of general service charges is to be made 

-80 that the patients department and the medical services 
department will show the total cost of maintaining each 
of the departments shown in these two groups.’ 

This, too, is supported by the report which says: 

‘Inter-hospital regional and national comparisons of 
cost would generally need to be based on the annual 
results. For such comparisons to be of value it is im- 
portant that there should be-uniformity among hospital 
authorities in allocating expenses to the various depart- 
ments and services and the working party therefore 
decided to give guidance as to the basis of allocation to 
be used in preparing the annual cost statements.’ 

When this allocation is made the system becomes a full 
departmental system. – Editor.] : 


*Half-time Results' 


Sm,-I am grateful to ‘Company Accountant’ 
(September 3rd issue) for elaborating the theme of 
my letter that you kindly published on August 2oth. 

I do not disapprove of the directors taking frequent 
stock of the position of the company that they have 
been appointed to manage; Í consider it, in fact, a 
duty and one that the shareholders have a right to 
expect is being fulfilled. 

Т do, however, consider that in many instances this 
most onerous task of management would be made 
still more onerous, and even impossible, if the whole 
body of shareholders require explanations of progress 
or retrogression at frequent intervals. I consider 
that, having delegated the task of management to the 
directors, most shareholders would consider it only 
reasonable that the directors should be allowed a 


reasonable period in which to formulate their plans. 
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I do not consider that a year is an unreasonably long 
period, and it might well be too short for à newly- 
appointed board struggling to set a company on its 
feet 

I appreciate that companies of gargantuan size 
can issue results at frequent intervals and suffer no 
ill effects, but I do not believe that the many medium- 
sized and small companies that, happily, still exist 
would benefit from the practice if it became 


customary. 
Yours faithfully, 

Salisbury. ALEXANDER FLETCHER. 
Sm, - While whole-heartedly agreeing, as every 
practising accountant must, that the profession 
should be solidly behind any movement for con- 
tinuous improvement in the content and presentation 
of company reports, it must be admitted that Mr 
Alexander Fletcher (issue of August 20th) has made a 
real point, albeit arguing from the wrong premises. 

The vast majority of shareholders are interested 
primarily in dividends only, and a regular interim 
dividend would mean a great deal more to them 
than any report, however informative and well 
presented, particularly as the payment of an interim 
dividend is prima facie proof that the board have 
examined the half-time position and are satisfied that 
all is well. 

This, of course, applies with equal force to the 
annual accounts, and illustrates my point that, 
strive though we should for better and better presenta- 
tion of more and more information to shareholders, 
our reward lies only in the knowledge of work well 
done, and the thanks of the few. | 

Yours faithfully, 

Madras, India. К. С. N. PRICE. 
Sir, - Referring to Mr А. Fletcher's letter in your 
issue of August 2oth, I am glad to see someone 
making a stand against the continual request for 
more and more information at shorter periods. 

Where are we to draw the line? If we gave half- 
yearly results, then we should be requested for 
quarterly results, and so on. 

The majority of shareholders do not understand 
accounts in any form and are content to leave it to 
their directors to manage the business efficiently on 


the monthly figures which are produced for manage- . 


ment. 

It is more important tbat the energies of the staff 
are used for improving the business, than that they 
are used to produce frequent reports, so that вресша- 
tors on the stock exchange can the more easily make 
their ill-gotten gains. 

Yours faithfully, 
J.M. G. 


Future Income Tax: 
‘Reserve’ or ‘Provision’ ? 
Sm, – I should like to thank Mr Lynch for his нађу 
(September 3rd issue) to my letter published in your 
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issue of August 2oth, although I think he has гаће 
missed the point which I was trying to make, namely 
that future income tax not being a liability relating 
to the period covered by the accounts, I can see nc 
necessity either to provide for it or to reserve for it 
With regard to his difficulty in agreeing that futurt 
income tax is tax on profits of a future year, I would 
suggest that, if he considers a typical example, such 
as the reserve for 1955-56 income tax in a balance 
Sheet as at December 31st, 1954, he must find it very 
hard not to agree that such provision requires to be 
shown in the balance sheet as a free reserve, as the 
original recommendation of Recommendation on 
Accounting Principles No. III was modified in the 
following respects: 

(i) the word ‘provision’ ceases to be applicable to 

amounts set aside to meet future income tax; 

(ii) such amounts should in all cases be grouped with 
reserves; the alternative of stating them separately 
as deferred liabilities ceases to be available. 

I can fully agree with his statement that share- 
holders and others want a company’s profit and loss 
account to show the net profit available after deduct- 
ing amounts set aside for all taxation on the current 
year’s profit. I cannot, however, agree that Schedule 
D income tax for 1955-56 can possibly be described 
as ‘taxation on the current year’s profit’ with reference 
to accounts covering the year to December 31st. 
1954, nor does it reduce the amount available foi 
distribution by way of dividend. Whether such amount 
is available in cash is an entirely different matter. 

With reference to Mr Lynch's comment that the 
Schedule D tax payable twelve months after the date 
of the balance sheet is a valuable piece of information, 
I could add that the company’s profits tax liability for 
1955 is also valuable information and the extent to 
which the company's capital commitments fall due 
for payment during 1955 could sometimes be even 
more important, but a balance sheet is not intended 
to be a budget for the forthcoming year. 

Ав an alternative method of calculating the tax 
liability at December 31st, 1954, at three-quarters of 
the 1954-55 assessment or the tax which would have 
been payable if the company had ceased business at 
that date, whichever is the greater, adequately 
takes care of the fact that the 1955-56 liability can 
be inflated by increased profits in 1954, I should be 
interested to know Mr Lynch's views on the following 
questions: 

(х) If the income tax liability for 1955-56 were 
measured by the income of that year 
instead of by the profits for 1954, would he still 
consider it necessary to ear-mark that liability? 

(2) Why does he consider it necessary to ear-mark 
the income tax liability for 1955—56 but not the 
profits tax liability for 1955? 

(3) In the case of a company the profits of which 
are taxed on an ‘actual basis’ under Schedule A, 
or Case VI, or by deduction at source, would he 
ear-mark a future year's tax? 

Yours faithfully, 


Ashiead, Surrey. W.N. ANDREWS. 
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THE INSTITUTE OF CHARTERED . 
‘ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL MEETING OF THE COUNCIL 


Ata special meeting of the Council held on Wednesday, 
September 7th, 1955, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 


Mr W. S. Carrington, President, in the chair; Mr A. S. Н, 
Dicker, Vice-President; Sir Harold Barton, Sir Bernhard 
Binder, Messrs J. Blakey, W. G. Campbell, P. F. Carpenter, 
D. À. Clarke, W. G. Densem, G. R. Freeman, D. V. House, 
W. Н, Lawson, C.B.z., К. A. E. Moore, C. U. Peat, M,C., 
Sir, Thomas Robson, M.B.E., Messrs C. M. Strachan, 
O.B.E., E. D. Taylor, А. D. Walker, К. P. Winter, M.C., with 
the Secretary and an Assistant Secretary. 


Re-admission 


Oné application for re-admission to membership was 
acceded to. 


Certificates of Practices etc. 


It was resolved: : 
(1) That certificates of practice be issued to the fol- 

lowing nineteen associates who have commenced to 

practise: ; 

Ainsworth, David Alan; 1952, A.C.A.; (Sansom, Bell & Co), 
Market Place, Richmond, Yorkshire, and at Darlington. 

Bainbridge, David Tarn, B.Com.; 1953, A.C.A.; (Sansom, 
Be Co), 36 Priestgate, Darlington, and at Richmond, 

о 


Basham, Kenneth Frank John; 1951, A.C.A; ‘Highlands’, 
Highfields Road, Witham, Essex. 

Boag, Hubert; 1913, A.C.A; ‘Kenclare’, Leslie Road, 
Dorking, Surrey. 

Clark, Anthony Ernest; 1952, A.C.A.; (Ernest Clark & Co), 
Tigh Holborn House, 52—54 High Holborn, London, 

I. 

Crawford, Michael Grove, M.A; 1951, A.C.A; (John 
Gordon, Harrison, Taylor & Со). 7 Bond Place, Leeds, 1, 
and at Harrogate. 

Dowswell, Lawrence Victor; 1953, A.C.A.; Empire House, 
St Martins’s-le-Grand, London, ЕСт, and at' Sandhurst. 

Eckersley, Dennis William, B.Com.; 1953, А.С.А.; (*Clarke, 
Eckersley, Prentice & Co), 41 Spring Gardens, Manches- 
ter, 2; also at Burnley, (*George Pedley & Co); London, 


*placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


31. 


(*Clarke, Eckersley, Prentice & Co) and (*Edward Myers, 
Clark & Co); and Watford, (*Edward Myers, Clark & Co). 

Hampson, Norman Eaves; 1941, A.C.A; (*William Eaves & 
Co), District Bank Chambers, Chapel Street, ‘Tyldesley, 
Manchester. 

Harper, Alan; 1951, А.С.А.; (*Clifford Thornton & Harper), 
15 Cross Street, Preston. 

Howard, Edward Anthony; 1955, А.С.А.; (Cecil Howard & 
Son), 32 St Faith's Lane, Norwich. 

Newton, William John; 1955, A.C.A; (Newton & Со), 
on Chambers, 63 Temple Row, (P.O. Box 1), Birming- 

3. 

Payne, Kenneth Herbert; 1948, A.C.A.; (Warmsley, 
Henshall & Co), 29 Eastgate Row, North, Chester. 

Peachey, Derek Robert; 1948, A.C.A; (Ridgway, Peachey” 
& Co), Central Chambers, 15 Pride Hill, and 134 College 
Hill, Shrewsbury. 

Pugh, Eric; 1951, A:C.A.; (Clay, Russell & Co), 244 Coton 

oad, Nuneaton, and at Atherstone and Hinckley. 

Reid, Ernest Heath; 1951, A.C.A.; 73 Croham Valley Road, 

South Croydon, Surrey. 


` Renford, Raymond Kevin; 1954, A.C.A.; (Raymond Renford 


& Co), 623-7, Holloway Road, Highgate, London, №9. 
Shelley, Ronald Charles; 1952, A.C.A.; (Ronald C. Shelley 
© & Co), 5 ‘Great Winchester Street, London, ECa. 

Smith, Douglas; 1952, A.C.A.; (*E. Warwick Broadbent & 

Co), 26-27 Bond Street, Leeds, 1. 

(2) That eight associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 
31). 

(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye-law 


(4) That one associate be elected to fellowship under 
clause 9 of the supplemental Charter (bye-law 37). 

(5) That three hundred and sixty-two applicants be 
admitted as associates under clause 5 of the supplemen- 
tal Charter (bye-law 31). 

(6) That twenty-four applicants be admitted as 
associates under clause 9 of the supplemental Charter 
(bye-law 36). 

A list of those who complete their fellowship or 
membership before September 2oth will appear in The 
Accountant of September 24th. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings ard decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 


a hearing оп July 6th, 1955. 


'The Committee heard fifty-three formal complaints 
preferred by the Investigation Committee each to the 
effect that the member concerned had failed to pay 
within four months of January rst, 1955, the sub- 
scription then due and payable by him, so as to 
render himself liable to exclusion or suspension from 
membership. 

In every case the Committee found the formal 
complaint proved. : 

The Committee ordered that each of the fourteen 
members whose names are set out below be excluded 
from membership of the Institute: 


Cedric Alan Armstrong, А.С.А., 1355 West 13th 
Avenue, Vancouver, B.C., ada. 

Alfred Robert Billington, A.C.4., 42 Princes Drive, 
Leamington Spa. 

Walter Levingston Burton, A.C.A., Р.О. Box 170, 
Singapore. 

Ronald Marcus Cathcart, a.c.a., 72 Hazlewell 
Road, SW15. 

Edwin Herbert Cousens, a.c.a., (Edwin Cousens & 
Co), Amblecote, Cobham, Surrey. 

Douglas Vaughan Lewis Craddock, ¥.c.a. (Blake, 
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Allnatt & Craddock), 25 and 26 Market Place, 
Reading. 
Raymond Worsley Edwards, A.C.A., 17 Burrough 
Road, Northam, Bideford, Devon. 
Francis Henry Hitchman, А.С.А., І Essex Road, 
Church Stretton, Shropshire. 
Marjorie Spencer Jones, A.C.A., The Spinney, 
Guilden Sutton, Chester. 
George Edward Leigh, A.C.A., 44 New Hall Lane, 
Heaton, Bolton. 
John Stanley Kemp Morris, A.C.A., зо Magazine 
Brow, Wallasey, Cheshire. 
Harry Nock, A.C.A, ‘Castle Tool’, Cleobury 
Mortimer, near Kidderminster. 
Charles Percy John Warren, A.C.A., 36 Anglesey 
Court Road, Carshalton, Surrey. 
Michael George Webster, M.A., A.C.A., 3 Meadow- 
brook Village, Plainfield, New Jersey, U.S.A. 
The Committee further ordered that two other 
members be excluded from membership but that the 
decision be suspended in each case so as to take effect 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that George 
Thomas William Richards, A.C.A. (а) was on February 
25th, 1955, at Bow Street Magistrates Court convicted 
as liquidator of a limited company on two charges 
that he failed to send to the Registrar of Companies 
a copy of an account and failed to make a return to 
the said Registrar of Companies in respect of the said 
company contrary to Section 300 (3) of the Companies 
Act, 1948; (5) failed.to satisfy a judgment debt within 
the meaning of clause 21, sub-clause (4) of the 
supplemental Royal Charter in that he failed to 
satisfy а final judgment for £452 15s 114 together 
with a sum of £8 175 od costs obtained against him, 
so as to render himself liable to exclusion or suspen- 
sion from membership of the Institute. The Com- 
mittee found that the formal complaint against 
George Thomas William Richards, A.C.A., had been 
proved under both headings and the Committee 
ordered that George Thomas William Richards, 
А.С.А., of 59 Henry Road, West Bridgford, Notting- 
ham, be excluded from membership of the Institute. 


A formal complaint was preferred by the Investigation: 


Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Ernest 
Lloyd-Price, ¥.c.a., had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 
mentary Royal Charter in that (a) he appropriated 
to his own use the sum of £3,189 belonging to a 
limited company in voluntary liquidation of which 
company he was the liquidator; and (6) he filed his 
own petition in bankruptcy under the Bankruptcy 
Acts, 1914 and 1926, as a result of which a receiving 
order under the said Acts was made against him on 
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from August 31st, 1955, only if a remittance of the 
amount owing should not have been received before 
that date and in neither case did the suspénded 
decision take effect. 
In the case of the remaining thirty-seven members, 
whose full subscriptions had all been tendered by the 
date of the hearing, the Committee decided that 
twenty-nine be reprimanded and three admonished 
and that no action be taken against five; the Com- 
mittee considered that there existed in thirty-three 
cases special circumstances which justified the 
omission of the name of the member from the 
publication of the finding and decision. The following 
four members were reprimanded: 
Hugh Johnson, a.c.a., c/o Harold Whitehead & 
Partners, 31 Palace Street, SW1. 

Michael Ross Macartney, A.C.A., Income Tax 
Department, P.O. Box 930, Accra, Gold Coast. 

John Thorby Page, a.c.a. (Rowett, Sons & Page), 
12 Grant’s Walk, St Austell, Cornwall. 

Frank Norris Pinder, a.c.a., 87 Elm Park Mansions, 
Chelsea, SWio. 


At hearings held on August 3rd, 1955. 


April 30th, 1955, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Ernest Lloyd-Price, F.C.4., had 
been proved under both headings and the Committee 
ordered that Ernest Lloyd-Price, F.c.a., of Club 
Chambers, 99 Station Road, Birchington, Kent, be 
excluded from membership of the Institute. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Charles 
Harold Clemetson, Е.С.А., was at the Assizes held at 
Maidstone on March gth, 1955, convicted on. (а) 
two charges of conspiring to cheat and defraud 
His Late Majesty King George VI and the Com- 
missioners of Inland Revenue by making false 
statements; (6) eight charges that with intent to 
defraud he delivered or caused to be delivered to an 
Inspector of Taxes accounts purporting to be true 
income and expenditure accounts of the accountancy 

ractice carried on by him, for the years ended 
March 318t, 1941, March 31st, 1943, March 31st, 
1944, March 3186, 1946, March 31st, 1948, March 
31st, 1949, and March 41st, 1950, and the half-year 
ended September 3oth, 1950, which were false; 
(c) five charges that in returns of income in respect of 
the years ended April sth, 1945, April sth, 1946, 
April sth, 1947, April sth, 1948, and April sth, 
1950, required to be made by him he knowingly and 
wilfully made false statements, so as to render 
himself liable to exclusion or suspension from mem- 
bership of the Institute. The Committee found that the 
formal complaint againft Charles Harold Clemetson, 
F.C.A., had been proved under all headings and the 
Committee ordered that Charles Harold Clemetson, 
F.C.A., be excluded from membership of the Institute. 


* 
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E FOR STUDENTS 


ТАХАТТОМ | 
Building Societies 


Building societies have a special arrangement with the 
Inland Revenue, whereby dividends (commonly 
termed ‘interest’) on the society's shares do not 
attract income tax in the hands of the recipient, and 
the building society pays tax at a ‘composite’ rate on 
part of its profits. The composite rate is paid on so 
much of the profits as are employed for the payment 


bats 


of dividends to individuals, and tax thereon; income , 


tax at the standard rate is charged on the balance of the 
profits. 

- This special arrangement does not apply to dividends 
paid to bodies corporate. 

The history of the special arrangement is that at 
one time building societies were obliged to deduct 
tax at the standard rate from all dividends, in accord- 
ance with normal custom. However, so many investors 
in building societies were not liable to bear tax at the 
standard rate that the Inland Revenue were swamped 
with claims for relief and finally the proposal was made 
that the Revenue should determine, by statistical 
sampling, the yield of income tax which they would 
receive, were each claim for relief to be dealt with in 
the jusual manner. This yield was then translated into 
an effective rate on the total dividends paid to indi- 
vidual shareholders; this rate was then charged on the 
dividends as a composite rate, and no further claims 
were then admitted for relief of any description. 

For surtax purposes it is necessary to ‘gross up’ the 
actual dividends received — in other words, the actual 
amount received is treated as being a net sum after 
deduction of income tax at the standard rate. 

his composite rate arrangement is not obligatory 
upon building societies, but is adopted voluntarily by 
the vast majority. The result is that а building society 
is able to offer an investor who is liable to income tax 
at the standard rate an equivalent yield of interest 
which it could not pay. A yield of 3 per cent clear of 
income tax is equivalent today to £5 4s 4d per cent to a 
man liable to pay the standard rate of income tax on 
marginal income. The actual cost to the building 
society is not this sum, but only 3 per cent grossed up 
at the composite rate. (The composite rate for 1955-56 
is yet to be determined: that for 1954-55, when the 
standard rate was 9s, was 5s 1d in the £1.) 

Although this may seem unfair, one must remember 
that|the composite rate of tax is recomputed every year 
on the basis of sampling, and although some investors 
may consider their return to be 25 4s 4d per cent, yet 
there are invariably others who are exempt from. tax 
and who receive no more than the bare 3 per cent 
under any form of reckoning. 

The drop in the standard rate of income tax in 
April 1955, from 9s to 8s 6d, resulted in the gross 
equivalent of a 2j per cent dividend falling from 
£4 ros rod to £4 6s 11d. The recent change advocated 
by the Building Societies’ Association and imple- 
mented by many of the Јагрег building societies on 
August 1st, 1955, that the rate should be raised from 
24 to 3 per cent, was partly occasioned by this factor, 
but more largely by the fact that with a Bank rate of 
4% per cent, the yield on gilt-edged securities is high: 


in fact, many gilt-edged stocks are showing a yield 
greater than 4 рег cent on current: prices. Conse- 
quently industrial shares are offering even higher 
yields and it was clear that if invested funds were to be 
retained in the building societies it would be necessary 
to increase the rate on shares and bring them more 
into line with the general trend of interest rates. 


INSTITUTE RECOMMENDATIONS | 
No. VI. Reserves and Provisions 


Recommendation VI of The Institute of Chartered 
Accountants in England and Wales, which relates to 
reserves and provisions, was published on October 
23rd, 1943. At that time there was considerable 
controversy as to the use of these terms in accounts, 
and the foreword to the Recommendation states, 
“The terms “Reserves” and “Provisions” are commonly 
regarded as interchangeable.’ Since the publication of 


' this Recommendation, the Eighth Schedule, Companies 


Act, 1948, has gone far to remove any misunderstand- 
ing in connection with these terms, and as the reader 
will undoubtedly be aware, the expressions 'Provisions', 
'Reserves', 'Capital Reserves' have now statutory 
definitions under clause 27 (1) of the Eighth Schedule. 

Briefly, ‘provision’ now means any amount written 
off or retained by way of providing for depreciation, 
renewals or diminution in value, or retained by way of 
providing for any known liability of which the amount 
cannot be determined with substantial accuracy; 
‘reserve’ shall not include any such amount; ‘capital 
reserve’ shall not include any amount regarded as 
free for distribution through the profit and loss account, 
and the expression 'revenue reserve' shall mean any 
reserve other than a capital reserve. 

In so far as the specific recommendations of the 
Institute have not been incorporated in the Companies 
Act, 1948, they are as follows: 


(i) The term ‘reserve fund’ should only be used 
where a reserve is specifically represented by 
readily realizable and earmarked assets. 


(ii) Provisions should be disclosed in the balance 
sheet under one or more appropriate headings. 


(iii) Amounts set aside to meet deferred repairs, 
the execution of which is a contractual or 
statutory obligation, should be treated as 
liabilities if the amount can be determined 
with substantial accuracy, and as provisions if 
the amount cannot be so determined. In cases 
where amounts are set aside for deferred repairs 
to enable a correct computation of profits to be 
made, such amounts should be described as 
provisions. 


ACCOUNTANCY 
Comparative Figures 


The Eighth Schedule of the Companies Act, 1948 
requires, inter alia, that on every balance sheet and 

profit and loss account presented to shareholders there 
hall be shown the corresponding amounts for the 
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previous year. Apart from this legal provision, it is 
now common practice to show comparative figures on 
all accounts, whether they are in respect of companies, 
partnerships or sole traders. 

The importance of comparative figures cannot be 
emphasized too strongly. After a business has been 
established, the figures in any accounts have usually 
but little absolute significance: the interest lies in their 
relation to previous figures or to budgets. 

In many cases, one expense is allocated to several 
different departments or to other headings: rent may 
be apportioned between office and factory; transport 
expenses may be ‘apportioned between travellers, 
carriage and head office. Such apportionments are 


usually made on an arbitrary basis but by reason of, 


changing circumstances or different opinions through 
the years, such a basis may be varied from time to time. 
Should this happen, it will be obvious that the figures 
appearing in the current year’s accounts are no longer 
comparable with those of the previous year and, 
accordingly, the previous year’s figures should be 
amended to conform with the new basis. 

A common source of difficulty lies with small com- 
panies when one or more of the senior staff are elected 
directors. During the year following their election, 
their remuneration will be shown no longer with that 
of the staff but with that of other directors: the previous 
year’s figures, however, will continue to show their 
remuneration with that of the staff. In this case, it 
would not be proper to vary the comparative figures, 
since the persons concerned can receive remuneration 
as directors only after their election to that office. If 
the amount is material, however, a note may be placed 
on the accounts, or an explanatory comment made in 
the report of the directors. 

With large companies, of course, this difficulty is 
seldom encountered. The fall in staff salaries may be 
negligible in comparison with the total salaries, or may 
be more than offset by increases. In any event, it is 
unusual for large companies to present their share- 
holders with accounts giving details of staff salaries. 


GENERAL COMMERCIAL KNOWLEDGE 
Insurable Interest 


One of the essential elements in a contract of insurance 
is that the insured must have an insurable interest. 
What, then, is an insurable interest? 

An insurable interest is said to exist if the insured 
person stands to benefit from the continued well-being 
of the subject-matter of the insurance, or stands to lose 
if the subject-matter of the insurance is lost, destroyed 
or damaged. Insurable interest is found in all forms of 
insurance, including life assurance and, for example, 
whilst an employer may insure the life of a senior em- 
ployee and effect a valid policy thereon, it would not be 
possible for the same employer to make a valid life 
assurance policy on, say, the life of the Chancellor of 
the Exchequer. 


In Carter v. Boehm’, т Sm. L.C. (13th ed.) 546, 549,)- 


it was stated ‘insurance is a contract on speculation’, 
and this dictum may appear to indicate that there’ is in 
fact little distinction between insurance and wagering. 
‘The important distinction exists, however, in the fact 
that in wagering, the person placing the wager has not 
the equivalent of an insurable interest, whereas in 


THE ACCOUNTANT 


September 17th, 1955 


insurance, as has been stated, an insurable interest is 
essential. Another way of putting this is to say that 
wagering is a contract of speculation, insurance is а 


"contract on speculation. 


In the case of fire and accident insurances, insurable 
interest must be held both when the policy is taken out 
and when the loss occurs. In life assurance, an insurable 
interest must be held when the policy is taken out, but 
not necessarily when the claim is made, and when a life 
assurance policy is assigned there is usually an in- 
surable interest arising from the consideration for 
which the assignment was granted. In marine insur- 
ance, it is only necessary that the insurable interest 
exist at the time of the loss. 

All insurance, with the exception of life assurance, is 
only a form of indemnity. Strictly, the only person who 
can make a profit from insurance is the insurance com- 
pany, since if over-insurance is effected (e.g. if a £500 
car is insured for £1,000), the insured person can claim 
only for the amount of loss he has suffered, irrespective 
of the nominal sum for which the policy was stated to 
cover. Conversely, if the policy is taken out for a less 
sum than the value of the subject-matter, then the full 
policy proceeds will be payable only in the event of a 
total loss, and in the event of a partial loss the policy 
proceeds will not normally be payable in full, but only 
pro rata, since the insured person will be deemed to be 
his own insurer for that part of the value which is not 
covered by the insurance policy. 


PARTNERSHIP LAW 


Liabilities of Incoming and 
Outgoing Partners 


Changes in the constitution of a partnership frequently 
give rise to questions as to the liability of the individual 
partners. The legal position on these matters generally, 
as with the majority of all other partnership matters, 
is contained in the Partnership Act, 1890. 

When a new partner is admitted into a firm he is not 
liable for debts incurred before he entered the firm 
unless a special agreement is made to the contrary. 


However, such an agreement between the partners | 


alone cannot be enforced by a creditor, since in such 
cases the creditor would not have any contractual 
relationship with the new partner. 

In the case of outgoing partners, retirement does not 
of itself free the partner from liabilities already incurred 
and to do this it is necessary to obtain the agreement of 
the continuing partners and of the creditors. Such an 
agreement whereby the retiring partner is freed from 
further liability is known as novation; by this, the 
creditors agree to release the old partner and to look 
to the continuing partners for their money. Novation 
is therefore an agreement between three parties, under 
which a creditor agrees to the substitution of one debtor 
for another. 

It must be remembered in these matters that in 
English law a firm has no separate legal entity and there- 
fore contracts made with the firm will normally be 
terminated by any change in the constitution of a firm. 
For example, if a captinuing guarantee has been 
given to the firm or to a third party in respect of future 
transactions, this will be terminated automatically by 
a change in the и unless ап agreement to the 
contrary is made. 
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| NOTES AND NOTICES 


| Personal 
Messrs MELLors, BASDEN & Co Chartered Account- 
ants, of 73 Basinghall Street, London, ЕС2, announce 
that as from September 1st, 1955, they have taken 
into partnership Mr JoHN РОРНАМ BLOWS, A.C.A., 
who, after joining the firm in Nottingham, has served 
on its London staff for the past thirteen years. 

Messrs ROWLEY, PEMBERTON & Co, Chartered 
Accountants, of 3-4 Lime Street, London, EC3, 
announce that Mr E. PAINTER, A.C.A., who has been a 
member of their staff for many years, has been taken 
into partnership as from September 7th, 1955. 


| Professional Note 


Mr J. W. Hearnshaw, A.C.A., has been appointed 
managing director of Hardwick Industries Ltd and 
its: subsidiaries. 


Official Receiver in Bankruptcy 
High Court Department 
The Board of Trade has announced that Mr Arthur 
Aaron Walter has been appointed Official Receiver 
in! the Bankruptcy High Court Department. His 
appointment takes effect from September ist, 1955. 


Obituary 
ARCHIBALD GALLAND MELLORS, F.C.A. 


It was with deep regret that we learnt of the death, 
on September 4th, of Mr Archibald Galland Mellors, 


F.C:A., а former partner in the Nottingham firm of ~ 


Méllors, Basden & Mellors, Chartered Accountants, 
which was founded by his father in 1854. Mr Mellors, 
who was 78, had been in failing health for the last 
two or three years. 

Admitted an Associate of the Institute in 1900 and 
elected a Fellow in 1908, Mr Mellors was President 
of the Nottingham Society of Chartered Accountants 
in 1927. He was a Freeman of the City of London, 
a director of many local companies and a prominent 
Fréemason, baving held, in 1932, the high office of 
Grand Treasurer of the United Grand Lodge of 
England. 

Actively interested in many local charitable 
organizations, Mr Mellors had served on the Child- 
ren's Hospital Board and had been chairman of the 
Bluecoat School. 

e was a keen golfer and had been captain of the 
"RE Golf Club. 








STEPHEN PAGDEN CHILD 


With deep regret we record the death on August 30th, 


at the age of 84, of Mr Stephen Pagden Child, who 
was a Fellow of the Institute from 1896 to 1948. 

For most of his long professional career, from which 
he retired in 1946, Mr Child had been principal of 
the London firm of Trayton P. Child & Son, which 
was founded by his father and which is now in- 
corporated in the firm of Messrs Butler, Viney & 
Child, Chartered Accountants. 

After the First World War, Mr Child was appointed 
to assist the Anglo-German Mixed Arbitral Tribunal 
with its awards. 

: He will be remembered by many for his distinctive 
appearance which earned him the sobriquet ‘John 
Bull’. 

Tax Reserve Certificates 


The Treasury have announced that, as from Septem- 
ber roth until further notice, Tax Reserve Certifi- 
cates of the seventh series will be issued under the 
terms of the prospectus dated July 8th, 1955, bearing 
interest at 24 per cent per annum, free of tax. 

Certificates of the seventh series subscribed before 
September roth, 1955, will continue to bear interest 
at 1} per cent. 


Local Loans Rates Increased Again 
The third increase in two months in the rates of 
interest on loans to local authorities from the Local 
Loans Fund has been announced by the Treasury. 
The new rates, which became effective on Sep- 
tember 7th, are as follows New рое Old rate 


: er cent er cent 
Loans for not more than five Р P 


years 4i 4% 
Loans for more than five years 
but not more than fifteen 


years ~ xs d 5 4h 
Loans for more than fifteen 
years p T A: 5 44 


Royal Commission Report - XIV 
In our leading article last week under the above 
heading, we said that recommendation (42) to 
exempt the profits of 'overseas trade corporations' 
was accompanied by a proposal that tax deducted 
from the dividends of such corporations should be at 
а reduced rate so as to give credit for the overseas 
tax. The proposal is in fact that the corporation should 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc, - 





344 


deduct tax at the full standard rate but account to the 
Revenue for only the excess of such tax over the over- 
seas tax paid. Thus, an amount equal to the overseas 
tax paid would go to swell the fund available for 
dividends, and the shareholders would benefit in 
that way. 
Manchester and Liverpool Students’ 
Residential Courses 


The Manchester and Liverpool Societies of Char- 
tered Accountants are again combining to run 
residential courses for intermediate and Final 
students at Burton Manor College, Burton-in-Wirral, 
Cheshire. Intended primarily for the benefit of 
students sitting the Institute's examinations in 
November 1955, and of those students who are un- 
able to attend. the Saturday morning lectures in 
Manchester, Liverpool, or Preston, each course will 
` begin on Monday mornin, September 26th, and end 
on Friday afternoon, September 3oth. 

These courses have proved helpful to students 
since their inauguration six years ago, and we are 
asked to say that any members of the Institute who 
may care to visit Burton Manor to see the forth- 
coming courses in progress, will be welcome. 

The joint honorary secretaries are Mr F. C. Hoyle, 
B.A., Е.С.А., 61 Brown Street, Manchester, 2, and 
Mr J. S. Ellison, B.4., А.С.А., Messrs Bryce Hanmer 
. & Со., 1-3 Stanley Street, Liverpool, 1. 


SEVENTY-FIVE YEARS AGO 

From Фе Accountant ов SEPTEMBER 18TH, 1880 

Extract from leading article entitled 
CHARTERED ACCOUNTANTS 

The letter signed “Spectator,” and published in 
another column, contains certain statements and 
suggestions which seem to demand something in the 
nature of comment and explanation from us, as 
representing professional accountants. Our columns 
are, of course, open to all honest and capable dis- 
cussions on professional topics; but it is almost 
needless to add that—as in this instance—we do not, 
by the admission of such letters, in any way endorse 
the views of the respective writers. 

It is not at all necessary that we should dwell upon 
the first part of our correspondent’s letter. We are 
willing to believe that Spectator’s descriptions are as 
strictly accurate as they are undoubtedly entertaining. 
Judging from the avidity with which the title of 
accountant has been seized of late years, Shakespeare, 
had he propounded his deprecatory query of “What’s 
in a name?" since the advent of the Bankruptcy Act 
1869, would have received a somewhat startling and 
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, emphatic answer. Evidently the “stay maker” and the 


“herring curer,” of whom our correspondent. speaks, 
regarded the name of "accountant" as a most desirable 
acquisition, the more so as it cost nothing to obtain. 
Real professional accountants need feel no 
approaching to shame, but, on the contrary, 
simply be amused at an association which is at most 
only nominal and accidental. So long as a title which 
seemed to imply capacity to do certain skilled and 
fairly remunerated work lay at the mercy of every 
passer-by, so long was it certain to be seized and 
adopted by many of the intellectually and pecuniarily 
destitute’ class, This order, or rather disorder, of 
things has, however, given place, in part, toa better, 
and we may, therefore, leave this portion of the letter 
of our correspondent with a simple expression of 
regret that his lot has unhappily been cast amongst 
80 many insolvent coal agents, stay makers, toy-shop 
keepers and herring curers. ... 


International Fiscal Association 


At the ninth congress of the International Fiscal 
Association, held last week in Amsterdam, the subject 
of the leading article in our last issue, Mr Chas. W. 
Aston, A.C.A., was chairman of the English-speaking 
sectional meeting on the subject of “International 
double taxation in the field of turnover tax’. The con- 
clusion reached in that section was that, although 
there did not appear to be any double taxation in the 
field of turnover taxes on commodities, there was 
nevertheless more than a possibility of double taxation 
on services such as film royalties, copyrights and pay- 
ments for the use of industrial, commercial or 
scientific equipment. The Association hopes that this 
subject will be further discussed at the congress to 
be held in Rome next year and, in the meantime, they 
will endeavour to collate practical examples of cases 
where double taxation is felt to exist. 
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INVESTMENT 
OF CHARITABLE FUNDS 


N a leading article entitled ‘Charitable Trusts’ in our issue 

dated August 2oth, it was stated that at present the investment 

of charitable funds in other than trustee securities was per- 
missible only with the sanction of the Court. That statement was 
made in the context of the Government’s proposals! for the relaxa- 
tion of the procedure for widening the range of investment of 
moneys held upon charitable trusts, and was intended to have 
reference to the cases which the Government was considering. 
These cases - which are numerous -are of two kinds. First, 
those where the charity is founded by àn oral declaration of trust, 
or by writing under hand only (into which category falls, in this 
connection, a will) or by deed, and where the trust is either silent 


' a8 to powers of investment, or lays down bounds beyond which the 


trustees may not go. Secondly, those - common amongst, for 
example, regimental funds —where moneys have been accumu- 
lated for charitable purposes and are applicable upon the user 
trusts. 

А. letter, fone a correspondent signing himself ‘Puzzled’, 
which we published in our issue of September 1oth, draws atten- 
tion to the anomalous position of a company which administers 
funds for charitable purposes. 

The founder of a charity may, generally speaking, make such 
rules for its administration and management as he pleases, and 
certainly he has power to extend indefinitely the range of invest- 
ments, but ordinarily his power to regulate the charity exists only 
at the time of its foundation. Although he may, at that time, 
legislate for the future, he cannot, once the charity has come into 
existence, add to or otherwise alter the trusts (including the trusts 
for investment, if any) upon which the endowment is held. 


. Where, however, the mechanism of the limited company, incor- 


porated under the Companies Acts, is used to administer funds for 
charity, alterations of trusts after foundation may be possible. 
The anomalous case of a company, incorporated under the 
Companies Acts, which administers a charity was considered by 
the Committee on the Law and Practice relating to Charitable 
Trusts.? Three separate categories of company must be noticed. 
First, the company which becomes responsible for the administra- 
tion of a trust already created merely because it is appointed a 
trustee thereof; secondly, the company which is incorporated with 
a licence from the Board of Trade under Section 19 of the 
Companies Act, 1948 (or Section 18 of the Companies Act, 1929), 


1 ‘Government Policy on Charitable Trusts in England and Wales’ (Cmd. 9538). 
з ‘Report of the Committee on the Law and Practice relating to Chantable Trust: 


(Ста. 8710), pages 141, 142, paragraphs 573-575. 
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for the purpose of starting a new charity and is 
permitted to dispense with the word ‘limited’ in 
its name, and thirdly, the company which is 
incorporated under the Companies Acts without 
any such licence. | 

As regards the first category, where the com- 
pany is appointed’ to administer a trust already 
created, the law is clear enough. The company is 
merely in the position of.an ordinary trustee, and 
it is bound by the terms of the trust and unable to 
divert the endowment to non-charitable purposes. 
Furthermore, it is bound by any investment 
clause which is contained in the trust instrument, 
and, in the absence of any such clause, restricted 
to investing the funds of the charity in ordinary 
trustee investments, unless it obtains the sanction 
of the Court to an extension of the range by 
application made to the Court. under Section 57 
of the Trustee Act, 1925. 

As regards the second category, it seems that 
in practice the Board of Trade make it a term 
of the grant of a licence that any alteration of the 
memorandum or articles of association shall be 
subject to their approval. Since the granting of a 
licence under Section 19 is a matter entirely 


within the Board’s discretion, and they may. 


under subsection (5) revoke at any time a licence 
so granted, it is clear that the Board might 
refuse to grant a licence if they considered that 
the company’s power of investment was too 
wide, and might refuse to sanction a proposed 
alteration in the memorandum or articles which 
sought to extend the existing field of investment. 

It is thought that the Board clearly would 
object to any attempt to alter the objects of a 
company with charitable purposes which .would 
have the effect of permitting application of the 
funds for other purposes. Thus a company 
in this category is subject to control, both as re- 
gards its investment policy and otherwise. 

As regards the third category, where the pro- 
moters of a company are not concerned to 
dispense with the use of the word ‘limited’, 
the position is more anomalous and not a little 
obscure. Prima facie, Section 5 of the Companies 
Act, 1948, allows a company in this category to 
alter by special resolution the powers conferred by 
its memorandum, under which the affairs of .the 
charity are conducted; only if there is a dissentient 
minority is the matter likely to come before the 
Court. The funds may, then, as the Committee 
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pointed out, not be héld upon any trusts büt may 
constitute assets of the company applicable for 
the purposes authorized by tbe memorandum 
and be subject to the debts and liabilities of the 
company, and, as the company is not obliged to 
obtain the sanction of the Court to an alteration of 
its memorandum, it may well be possible for a 
company formed in this: manner to carry on 
charitable activities to divert some or all of its 
funds to purposes which are not charitable. 
*In short, said the Committee, 'confusion may 
result between the functions of the company as a 
trust and under its memorandum.' To get over 
this difficulty the Committee recommended that 
the approval of the appropriate authority (the 


Charity Commissioners or the Minister of Educa- 


tion) should be obtained to any substantial 
change in the memorandum or articles of such a 
company. 

. The Committee did not, in this context, con- 
sider specifically powers of investment, but it is 
clear that a company in this third category may 
by its memorandum take unrestricted powers of 
investment (subject only to the restrictions 
regarding the holding of land imposed by Section 
I4 of the Companies Act, 1948), or alter its 
memorandum under Section 5 to widen a re- : 
stricted investment field. | 

This raises an interesting question. What 
remedy, if any, have the beneficiaries where a 
charity is carried on by such a company and the 
assets of the company are lost through invest- 
ment in hazardous securities? Ordinarily, if the 
directors of a company employ its assets in 
breach of trust — and it is submitted that invest- 
ment in hazardous securities, no matter how wide 
the power of investment, may always be im- 
peached as a breach of trust- the company's 
remedy is an action set in motion at a meeting of 
shareholders, who will, in the ordinary case, be 
personally concerned by tbe loss of assets. 

In the case, however, of a company conducting 
a charity and not distributing profits amongst 
its members, there is not the same incentive to 
institute proceedings if the conduct of those 


-charged with the day-to-day administration of the 


funds should occasion loss. Normally, where the 
trustees of a charity arg guilty of a breach of trust, 
it is open to the Attorney-General, representing 
the Queen as the protector of charities, to inter- 
vene and seek redress. Whether, in the case of a 
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charity carried on by a company, he can effec- 
tively do so seems open to doubt, because al- 
though directors are trustees for their company 
so far as its assets are concerned, they are not, it 
seems, trustees for anyone else. This means that 
those who may be benefited under the terms of 
the company’s memorandum can hardly be con- 
sidered to be beneficiaries in the ordinary sense 
of that word: the relationship of trustee and. 
cestui que trust does not exist between the directors 
and those with the hope of benefit, nor between 
the company and those persons. 

‘The writer of the letter referred to remarked on 
the view taken by the Commissioners of Inland 
Revenue of unauthorized investment of charitable 
funds. This, however, appears to be no concern of 
the Commissioners at all so long as – but only so 
long as—the income of the company is applied 
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for charitable purposes, so as to be exempt from 
income tax under Section 447 of the Income Тах 
Act, 1952. 

While there are undoubtedly certain advantages 
in carrying on a charity through the medium of a 
company, there are also dangers – though, ad- 
mittedly, they may seldom be very real ones – 
from the point of view of the security of the assets. 
A change in the law which would preserve the 
advantages while preventing the possibilities of 
abuse in the employment of the limited company 
in the field of charity would appear to be em- 
inently desirable. The Committee recommended 
a change, and it seems a pity that the Govern- 
ment — for reasons which it has not made clear — 
does not see its way to bringing about this 
particular piece of legislative reform.! 

1 Ста. 9538, page 14, paragraph 66. 





A PROBLEM OF GOVERNMENT 


HE promise in the Queen’s speech of 


‘an inquiry . . . to consider practice and 

procedure in relation to administrative 
tribunals and quasi-judicial inquiries, including 
those concerning land' 


carried in its last four words an echo of Crichel 


Down. Compulsory acquisition proceedings have | 


indeed become the most dramatically well-known 
of the administrative processes; but the problem 
which has been exercising students of government 
since before Loro Hewart’s famous The New 
Despotism is a wider one than that of Crichel 
Down. Like all the problems of government it 
concerns all citizens, accountants not least in 
these days when Government too must recruit 
from the profession. 


In its widest terms it is nothing less than the. 


reconciliation of justice and efficiency. A par- 
ticular minister has power (given him in due 
form by Act of Parliament) to do such and such. 
If his action offends or injures an individual, 
how can the merits of the dispute be judged? 
Tradition answers ‘By the Queen's judges, who 
are independent of Government and can be 
relied upon to be impartial’. But as the com- 
plexity of government has increased Parliament 
has increasingly short-cirguited the Courts, and 
given various ministers varying degrees of 
power-—to appoint arbitrators, to hear public 
inquiries through their officers, and even in some 


cases to be themselves the final court of appeal: 
to be judge, the critics say, in their own cause. 
For the most part, of course, it works excellently. 
Our Civil Service is remarkably good; civil 
servants are by training fair-minded men and the 
answer, usually the right one, is found more 
quickly than through the orthodox processes of law. 
But there are some demonstrably wrong 
answers, and the aggrieved citizen has no ‘fair 
trial’: ‘Big Brother’ could conceivably be fathered 
this way. Proposals for reform have multiplied – 
enlargement of the ‘orthodox’ Courts, inde- 
pendent administrative Courts, an independent 
Court of administrative appeal. The committee 
envisaged in the gracious speech which will have 
to review the whole thorny topic again will have 
plenty to do; and much will be expected of it. 
Although not directly in point, this committee 
will certainly have in mind French experience 
in this matter, as set forth in a little-noticed book 
which appeared last year under the discouraging 
title Executive Discretion and Judicial Control. 
Proressor Hamson has made the first thorough 
examination in English of the French Conseil 
d'Etat, which our own Dicky so many years ago 
wrote off as undemocratic. But DICEY saw our own 
system as the perfect separation of powers and that 
it demonstrably is no longer. PROFESSOR HAMSON, 


1 Executive Discretion and Judicial Control. C. J. Hamson. 
Stevens & Sons Ltd, 12s 6d. 
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studying French practice anew, finds it much more 
plainly democratic than ours can claim to be. 
In fact, the lesson of the French system and its 
working is that the spirit is more important 
than the letter. DICEY'S interpretation is under- 
standable still when one learns that the Conseil 
is itself an organ of the Civil Service and that its 
members are civil servants who move into and 
out of the Service at large. But the evidence is 
clear and impressive that the Conseil acts in all 
things with a complete independence which not 
even our High Court judges could excel. They 
are equipped by their experience to assess the 
justice of, for example, a minister's claim of 
privilege - and very cavalierly they sometimes 
treat it. Empirically through the years they have 
built up an imposing body of case law, they have 
earned the reputation. with the ordinary citizen 
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of doing impartial justice and they have instilled 
into the ministries a healthy respect for their 
powers. PRoFEssoR HaMsoN found it very painful 
when his patient French friends could not accept 
his flat outlines of some of our. own experiences; 
they sought around for reasonable explanation of 
ministerial arbitrariness: surely he had left 
something out? 

The book is a careful and thorough study of an 
alien system of law, and lawyers will read it more 
easily than laymen. But it is of considerable 
topical interest and will continue to be so in the 
months to come. ТЕ is encouraging to those who 
are disturbed by our own apparent failure to 
master the problem of administration that our 
neighbours (whose legal system we have been 
taught to think inferior to our own) have so 
nearly mastered it, in so unlikely a fashion. 


REDUCTION OF CAPITAL OF A COMPANY 


ADVANTAGES FOR REDUCING TAXATION 
by R. BUCHANAN-DUNLOP, B.A. 


of the provisions of the Companies Acts in 

regard to the reduction of capital of a 
company; this has in part been due to the 
accumulation of surplus funds by companies in 
a period of prosperity, and in part to the natural 
desire of companies to reduce their tax liabilities 
to a minimum. 

So far as this latter purpose is concerned, a 
reduction of capital was at one time used ex- 
tensively to avoid payment of profits tax distribu- 
tion charge on distributions by a company to its 
members. To achieve this the company would 
capitalize surplus revenue reserves in the form of 
share or loan capital and then later redeem them 
either under the terms of their issue, if they 
were redeemable, or else by an application to the 
Court for the reduction of the company's 
capital. The sole purpose of effecting the 
distribution in this way was to avoid the distribu- 
tion charge on the company and the payment of 
surtax by the members on the sums received by 
them. 

The propriety of sanctioning such a reduction 
was considered by the Court of Session in 
Scotland, and in Re A. & D. Fraser! a majority 
of that Court refused its sanction to such a 
reduction on the ground that the Court should 
, Not assist a company in avoiding tax. However, 
1 30 АТ.С. 77; [1951] S.C. 394. 


ЈЕ recent years, increasing use has been made 


in the same year the House of Lords in | Re 
Westburn Sugar Refineries Ltd? was considering 
another question arising on a reduction of capital 
in a case originating in Scotland, and in the 
course of judgment it indicated that the ulterior 
object behind a petition for reduction could not 
by itself be a ground for dismissing the petition. 
In consequence, when the Court of Session was 
again faced with a similar petition to that in 
Fraser's case in Re David Bell Ltd? it considered 
that the House of Lords had effectively over- 
ruled its earlier decision, and it sanctioned the 
petition for reduction, notwithstanding that the 
sum distributed could have been distributed by 
way of dividend involving the company in 


increased liability for profits tax and the share- 


holders in liability for surtax. The English Court 
on the other hand has never questioned the © 
purpose for a reduction and has on a number of 
occasions sanctioned reductions having as their 
sole object the avoidance of taxation. 

Whilst these arguments were going on in the 
Scottish Courts, the Revenue took steps aimed at 
the prevention of the avoidance of profits tax 
by this device, and in Section 3x of the Finance 
Act, 1951, they provided that where a capitaliza- 
tion was effected eitherebefore or after a reduction 
of capital a distribution charge would be payable 
* [5951] А.С. 625. 

+ 34 АТ.С. 94; [1954] S.C. 33. 
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on the sum capitalized or on the amount applied 


in reducing the share capital whichever was the | 


lesser. 
New Methods of Reduction 


In fact, however, there have been two further | 


developments in the law since 1951 which enable 
a company in sore cases to by-pass the provisions 
of Section 31 of the Finance Act, 1951, and to 
make distributions, free of surtax, to their 
members. 'The first of these developments had 


is germ in Re Westburn Sugar Refineries Ltd, . 


(supra) where the House of Lords decided that, 
there being no limit to the type of reduction the 
Court could sanction, it could allow a company, 
instead of satisfying a reduction by a distribution 
of cash, to distribute assets in specie, and that the 
assets so distributed need not be of a value equal 
to the capital paid off. 

The decision of the House of bards was sum- 
marized by Viscount Simonds in С.Г.В. v. 
Universal Grinding Wheel Co Ltd‘, where ће said: 

‘,.. this House there decided that in a reduction of 

capital it is competent for a company to pay off 

, Share capital by transferring to the shareholders 
assets of which the value may exceed the amount 
by which the share capital is reduced and that the 

Court should sanction the reduction provided 

that it is satisfied as to the safeguarding-of the 

, creditors, the shareholders and the public.’ 

So far as public interest is concerned, the House 
of Lords had said in Westburn’s case that i it might 
be necessary for it to call for evidence to show 
that the assets remaining after the reduction had 
not depreciated substantially below their book 
values, but that it was not concerned with the 
value of the investments or assets which the 
company proposed to transfer to the share- 
holders in satisfaction of the reduction. 

It has long been held that on a reduction of 
capital, part only of the shares of a class can be 
repaid provided that the necessary consent of the 
members of the class are obtained. Where part 
only of a class are repaid the shares repaid may 
be of a value substantially greater than their 
nominal value, and, on the principle established 
. in Westburn’s.case, the company in repaying 
them can distribute a sum greater than their 
nominal value to their holders. An extreme 
example of such a reduction was sanctioned by 
the Court in Re North Regent Securities Lid? 
In that case the company had a capital of {100 
and the reduction effected was to cancel two 
shares by returning to their holders the sum of 


134 А.Т.С. 123; [1955] а W.L.R. 892. 
2 Unreported: Мо. oo811 of 1953. 
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£27,449 in respect of each share, being capital in 
excess of the wants of the company. 

It follows, therefore, that a reduction may be 
sanctioned either, where the whole or part of the 
capital paid up on all the shares of a class is 
repaid, by distributing assets in specie of a 
value greater than the amount paid off, or, 
where some only of the shares of. a class are 
repaid by the company effectively purchasing 
those shares for their true- value- from their 
holders. ^ ` 

The Effect on Profits Tax 


The second development of the law since 1951 
was confirmed by the House of Lords this year 
in C.I.R. о. Universal Grinding Wheel Со Ltd 
(supra). In that case it was decided that where a 
company redeems preference shares at a premium 
the whole sum including the premium is a sum 
applied in reducing the share capital for the 
purposes of the proviso to Section 36 (1) of the 
Finance Act, 1947, and consequently that по 
distribution charge for profits tax is payable in 


"respect of any part of the sum received by the 


members. In Tate & Lyle Ltd v. C.I.R? the High 
Court, following the decision of the Court of 
Appeal in Ке Universal Grinding Wheel Co Ltd, 
had decided that where a company reduces its 
share capital in the manner approved in West- 
burn's case no distribution charge for profits 
tax could be claimed in respect of the assets 
distributed in specie, even though these were of a 
value substantially greater than the share capital 
paid off on the reduction. And it follows that no 
such charge could be claimed in a case such as 
that in Re North Regent Securities Lid. Further- 
more, in all these cases the sums received by the 
members would be received by them free of 
surtax. 

It will be seen, therefore, that a company can 
extract revenue reserves, without effecting a 
capitalization of profits, by paying off a small 
proportion of its paid-up share capital in con- 
sideration of a substantial distribution of cash 
or assets fn specie to its members, and by doing 
this can pass out these reserves without raising 
a distribution charge on the company or involving 
its members to a charge to surtax on the sums or 
assets received by them. There is, however, one 
word of warning in regard to profits tax, and 
that is that care must be taken to ensure that the 
Revenue cannot make a claim against the com- 
pany under Section 32 of the Finance Act, 1951, 
on the grounds that one of the main purposes óf 
the transaction is the avoidance of profits tax. 


* Unreported decision of Harman, J., on May 25th, 1954. 
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EXPERIENTIA DOCET 


A TECHNICAL TRIFLE | 


by PATRICK GOOK 


Can а person who knows already that he is wrong ‘discover’ that he is wrong ? | 

In February of this year we published an article. on income tax penalties and the 

circumstances in which freedom from penalties could be claimed.' The article con- 

tained an extract from a reported judgment relating to the. meaning of the word 

‘discovers’ in Section 55 (1), Income Tax Act, 1952, which has intrigued many 

accountants. This contribution by ап ex-Inspector of Taxes is intended to throw 
__ farther light on the subject. 


The Editor informs radis that the characters and places in the following article are не 
imaginary and that no reference is intended to any living person or to any particular place. 


R STRAITE, senior partner of Abel, 

Straite & Willing, Chartered Account- 

„ants, entered the tax office breezily, but 

he was not looking forward to his interview with 
the District Inspector. 

А few months previously, Mr S. T. P. Ayer, a 
substantial client, had disclosed the omission of 
certain untaxed interest from his returns. There 
were no difficulties about the figures or the source 
of the capital, and the only point in dispute was 
whether or not he should pay anything over and 
above the tax in date for assessment. 

The Inspector wanted an offer which would 
cover all income tax and surtax, whether or not 
within date for assessment, with an addition for 
compound interest and a little over. Mr Straite 
had suggested to Mr Ayer that he might reason- 
ably agree to make 'commercial restitution', that 
is, to pay tax and compound interest while refusing 
to pay anything extra; but the client had said 
point blank that he was not interested in equitable 
considerations; he would pay-what he was abso- 
lutely bound to pay in strict law and not a penny 
more. 

Thereupon Mr. Straite, remembering having 
seen a long article on penalties in The Accountant, * 
bad turned up the issue of February sth, 1955, 
and had claimed for his client freedom from 
penalties under the provisions of Section 55 (1), 
Income Tax Act, 1952. The Revenue man had 
countered by saying this was not a case in which 
there had been a genuine АИНУ within the 
meaning of that section. 

жожо жож 0X | 
The Inspector now greeted Mr Straite in a 
friendly way, but he was more businesslike than 
sympathetic. ‘It seems’, he said, ‘that there are 
three distinct points in this case. The first is 
1 ‘Incorrect Tax Returns: Penalties’, by Peter Whitworth, 
The Accountant dated February. sth, 1955, p. 144- 


whether Mr Ayer committed an offence when he 
made the returns. It is common ground that the 
returns were incorrect; but, in view of certain 
dicta in Attorney-General v. Till? it is agreed 
that, in itself, would not be conclusive against 
your client if he could show that the returns were 
made “to the best of his judgment and belief”. 
I maintain they were not and that when he made 
the returns he was guilty of culpable negligence – 
or worse. You do not admit that the evidence 
supports my view. АП right! That is a matter, 
if necessary, for the Court or the Commissioners 
to decide. 

“Then we have the second point, relating to the 
meaning of "discovers" in the “escape” Section 
55 (1). I have not inquired specifically what 
Somerset House think, but I до not quarrel with 
the view advanced by Mr Peter Whitworth in 
The Accountant that "discovers" in Section 55 
(1), like “discovers” in Section 41, must be given 
a very wide construction, including a mere change . 
of mind. It is obvious, for example, that a tax- 
payer, when making his return, might deliberately 
and quite honestly. leave out certain receipts 
because he considered them to be of a capital 
nature; but subsequently, thinking things over, 
might change his mind and “discover” that they 
were, after all, income. 

‘But’, continued the Inspector, 'this case is 
quite different. Don't you see, Mr Straite, if you 
are right in your main contention that your 
client's original returns, although incorrect, were 
made to the best of his judgment and belief, then 
the Revenue cannot establish a case under Section 
25 and you have no need of an "escape" section. . 
But if I am right, that is if he knew jolly well at 
the time he made the returns that they were 
wrong, then how could he afterwards ''discover" 
that they were wrong? 





3 [1910] A.C. 30; 5 Т.С. 440. 
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‘But, Mr Inspector, you have just admitted 
that the word “discovers” could include a mere 
change of mind.’ 

“Yes – but a change of mind about a matter on 
which there are reasonable grounds for an honest 
difference of opinion. In this case the facts are too 
simple. Your client would never convince any 
Court that he honestly didn’t know about the 
existence and true nature of this income and his 
duty to show it on his return, or that he was 
exercising proper judgment and belief when he 
omitted it. He could no more "discover" his 
incorrect returns than a burglar could discover 
his own burglary.’ 

“What has burglary to do with it?’ 

“Well, perhaps I shouldn’t have said that. But 
what І had in mind was this: a burglary can be 
discovered by the victim, the police, a passer-by, 
even by the burglar’s accomplices who knew his 
plans in advance; but the one person who cannot 
possibly discover it is the burglar himself.’ 

‘Completing an income tax return is somewhat 
different from breaking into a house,’ retorted 
Mr Straite. “But in any case, I’m not sure that 
you're right. Suppose the burglar to suffer from 
schizophrenia or sleep-walking. Couldn’t he then 
genuinely discover the actions of his own hands?’ 

‘TI give you that,’ laughed the Inspector, 

‘although I’ve never heard of a man committing 
burglary 1 in his sleep!” 

‘Neither have I. I only want to sind you that 
we: are concerned with complex matters — not 
with matters of simple fact. What is the third 
distinct point which you had in mind?’ 

'1 meant the point you have raised as to the 
effect of Mr Justice Singleton’s words in Attorney- 
General v. Midland Bank Executor and. Trustee 
Сол: "or perhaps knowing already that he is 
wrong" referred to on page 146 of The Accountant. 
I cannot accept your suggestion that these words 
mean a person can make a false return knowing 
at the time that it is wrong and later escape the 
consequences of his action by pretending to 
discover something and delivering a corrected 
return. And, if I may say so, I don't think you are 
being fair to Mr Whitworth in “fathering” such 
an idea on to him: it seems to me he merely uses 
the extract to support his argument that ''dis- 
govers” in Section 55 (1), Income Тах Act, 1952, 
does not mean “discovers” in the ordinary sense 
of learning something one did not know before.' 

"Then why does he place such emphasis on the 
words?’ inquired Mr Straité. 

‘I suggest you have been led astray by the words 


1 Attorney-General v. Midland Bank Executor and Trustee 
Co Ltd, as Marsh’s Executor (13 A.T.C. 602; 19 Т.С. 136). 
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being printed in italics – but I note the author 
says Clearly the italics are his. Mr Justice Singleton 
didn’t put the words in italics – rather the соп- 


ary. 
‘Well,’ said the accountant, 

suggest the words mean?’ 
‘Frankly I’m not too sure. I have some dif- 


‘what do you 


‘ficulty in understanding what point of time the 


judge had in mind when he said “knowing 
already". But I'm confident the words won't 
bear the extreme interpretation you have placed 
upon them.’ 

There was little more to be said, but Mr Straite 
was far from satisfied and he left the tax office 
determined to find out exactly what the judge's 
words did mean. 


ж ж жож « 


Immediately he returned to the о се he had to 
interview a young man who had applied for a job, 
but he found the applicant quite hopeless and 
did not even trouble to take down his name and 
address. Then, on returning to his desk, Mr 
Straite realized something was wrong: his 
umbrella, which was of considerable sentimental 
and intrinsic value, had disappeared from its 
stand. | 

He was just going to run after the caller when 
it,occurred to him that probably the man Һай 
taken the umbrella deliberately. ‘By jove, ГП 
teach him a lesson,’ muttered the furious Straite 
as he rushed to the outer office. ‘Here Brown, 
Yorke — quick ~ that fellow I’ve just seen’ has 
taken my umbrella – I want you to shadow him ~ 
he may try to sell or pawn it – I want to catch him 
red-handed — so stick to him like glue, but don’t 
let him know he is being followed. Keep in touch 
with me by phone. Off you go – quick!’ 

Twenty minutes later Yorke reported by tele- 
phone that the man with the umbrella had been 
followed to a house in an inner suburb. 

‘Excellent!’ replied Mr Straite. ‘Continue to 
watch the house and report by phone if anything 
happens. I’m getting in touch with the police.’ 

Dialling 999 he made a full report and was told 
a police car would probably arrive within twenty 
minutes. However, soon afterwards Yorke tele- 
phoned again and said that the man, still 
umbrella and still shadowed by Brown, had left 
the house and caught a bus going towards 
‘Central London. Mr Straite reported again to 
the police and then told his partner, ‘Tom Swifter, 
what had been happening. 

"Probably bound for the West End to flog it for 
a good price,’ observed Tom. ‘I hope he doesn't 
give Brown the slip.’ 
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‘So do I, but there’s nothing we can do about 
it; we must just wait until we hear from Brown. 
Meanwhile, Tom, Га like to know your views on 
that Ayer сазе. The Inspector seems determined 
to go after penalties but I’m not happy about 
those observations of Mr Justice Singleton in the 
Midland Bank сазе. The Inspector doesn't seem 
to know quite what to make of them either.’ 


* ж ж ж * 


The two men were still discussing the point 
when Mr Straite was told somebody wished to 
see him personally. 

‘Who is it? he inquired. .. . "What! Show him 
up at once please.’ He turned to Tom: ‘Well I'll 
be damned, Tom, he's brought it back?’ 

‘I’m awfully sorry, sir,’ said the young man as 
soon as he entered, ‘but for some reason - 1. 

I don't pretend to know quite why — I took your 
umbrella away . . . and it's such a lovely umbrella. 
I didn't quite realize I had it until I got indoors 

. then it came over me . . . sudden-like. So I 
just waited to swallow а cup of tea . . . and then I 
brought it straight back. I really am awfully 
sorry, sir.’ 

Mr Straite hesitated. ‘I think I understand,’ 
he said, ‘we all make mistakes sometimes. Here, 
take this half-crown to cover your extra bus fare.' 

Immediately the man had gone Mr Straite 
turned to his partner. ‘Poor devil!’ he said, ‘and 
here was I scheming to have him punished as a 
criminal. If the police had gone there immediately 
and found him in possession he would have been 
punished — don't you think so?' 

‘Quite likely,’ said Tom, ‘T don't think any 
“beak” would swallow that yarn about “not quite 
realizing he had it” – unless, of course, the chap 
had an unusual medical history. Frankly, I don't 
swallow it myself: I have little doubt he pinched 

_ the umbrella deliberately.’ 

‘But. you'd never get a conviction under the 
Larceny Act.’ 

‘І agree ~ and apart from the Larceny Act 
there is the general principle of criminal law that 
a.man cannot be convicted unless it is shown, not 
only that he committed the wrongful act, but that 

. he did it with a guilty mind — you know, mens rea 


and all that. And, as he was lucky enough to get. 


the umbrella back to you before he was challenged, 
his action in returning it would support his story 
that he never really meant to pinch it.’ 

‘Quite – but that's only the legal aspect,’ said 
Mr Straite, "I'd like to go a little deeper and look 
at the moral side of it. All that we can ever be sure 
of is that he took tlie umbrella and that he brought 
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it back. We can never know exactly what went on 
in his mind either at the moment he took it or 
later; but it seems reasonably clear that at a 
particular point of time, realizing that he had 
done wrong, or perhaps knowing already that he 
had done wrong, he decided to put it right and 
promptly returned the umbrella then intact. 
That’s good enough for me and I think it would 
be good enough for any fair-minded person: in 
the circumstances only a sadist would seek to 
probe deeper or to punish the fellow.’ 

‘I agree, said Tom, ‘and I imagine Lord 
Justice Singleton would also agree. Do you realize 
you have just repeated almost word for word what 
he said in the Midland Bank casei” 

· ‘By jove! so I have – and I think now I can 
see why he used those particular words. Isn't 
this it, Tom? Obviously the people who send in 
corrected income tax returns can be divided into 
three main categories: (а) those who have made a 
clear-cut discovery of an error, (b) those rather 
nebulous cases like our umbrella man who can 
reasonably be given the benefit of the doubt, and 
(c) the frauds who pretend to have made a dis- 
covery because they think it will pay them to do 
so. I imagine the judge was thinking of cases in 
category (5) when he said “ог perhaps knowing 
already that he ‘is wrong". Does that sound 
reasonable to you?” 

"Yes, it sounds quite likely.’ 

‘Good. Now the next point is this: it is true the 
judge decided that the escape section — Section 
140 (1), Income Тах Act, 1918, as it then was — 
did not apply in the circumstances of the case he 
was dealing with; but, if you look carefully at the 
judge’s words as quoted in the article in The 
Accountant, you will see that he was not making 
a judicial pronouncement as to the meaning of the 
words in the section; he was stating his view as 
to the sort of case the section was “intended to 
deal with". Is that a fair distinction or is that 
unjustified casuistry?” 

‘It’s rather a fine distinction,’ said Tom, ‘but 
I think it might be justified. Where does it lead?’ 

‘Well, if it is humanly impossible sometimes 
to allocate’ cases accurately as between category 
(а) and category (b), and if it is not desired to 
punish those in category (5), then obviously there 
is no point in attempting to differentiate between 
the two categories. The judge knew this and he 
believed the Legislature to have known it, and that 
is why he expressed the view that the section was 


intended to deal with both categories as one.’ 


"Yes, that sounds reasonable,’ said Tom, *but, 
even if the first two categories аге to be lumped 
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together, how are cases in the third category to 
be distinguished?’ 

‘Of course every case will turn on the evidence 
available, but I don’t see why any difficulty should 
arise. In the first place (and Mr Whitworth makes 
this quite clear in his article) there can be no 
question of penalties unless there’ is real cul- 
pability: innocent errors and omissions are out of 
the picture. Then, as the onus is on the Revenue 
to prove that the taxpayer has incurred penalties, 
the borderline taxpayer can expect to get the 
benefit of the doubt. After all, the Revenue know 
this and they are usually prepared to settle out of 
Court.’ 

“To sum up,’ said Tom, ‘if the Revenue within 
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a reasonable time is able to recover its "umbrella" 
it doesn’t want to sting the chap who borrowed it 
— or even to hold an inquest.’ 

‘Yes, I think that’s normally the position’. 

‘But, I say, old man,’ continued Tom, ‘it looks 
as though the Inspector is right about our friend 
Ayer. He pinched the “umbrella” in instalments, 
зо to speak, he hung on for a heck of a long time, 
and now he's only offering to return the parts he 
pinched during the last six years.' 

"Yes, I'm afraid he'll have to pay up,' agreed 
Mr Straite. ‘By the way, Tom, you might ask 
Smith to order an additional hat stand for this 
room. І think I'll have it in that corner — behind 
my desk.’ 


ADVISING ON TAXATION 


by H. MAJOR ALLEN 


you will not expect from me anything in the 

nature of-a monograph on some detailed 
technical problem. What I shall attempt to do is to 
set down some comments on the broader aspect of tax 
and its problems, which have been suggested to me 
by, and in the course of, actual practice. If some of 
them seem elementary and trite to you, I apologize in 
advance, though perhaps you will allow me to suggest 
that all of us can gain by reconsidering simple 
fundamentals from time to time. 


T= title of this paper is such a general one that 


Objects 

First of all, what are our objects in advising on tax? 
I exclude, first of all, the devising of what may be 
called pure tax-avoidance schemes, partly because 
they may give rise to awkward questions of pro- 
fessional ethics upon which I would not presume to 
offer you guidance, and more particularly because 
each of them must depend upon the circumstances 
of the individual case and will almost certainly raise 
some technical problem of a specialized character. 
Secondly, save for a few disconnected jottings which 
may be reserved until later, I omit the ‘back duty’ 
cas¢ which forms a subject on its own. 

With these exclusions, it seems to me that the 
answer to the question that we have posed ourselves 
is simply that we are seeking to put our client in a 
position in which his commercial or other tranactions 
will, when fully and fairly disclosed to the Revenue, 
expose him to the smallest liability to tax. All taxation, 
it has been said, is contrary to natural justice and, 
even though we may not accept the widest implica- 
tions of that saying, we must all be aware that the 
Income Tax Acts lay down ageries of arbitrary rules, 
the rigid application of which does not necessarily 
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result in even rough justice. The hard and fast nature 
of many of these rules is, in practice, tempered partly 
by concessions made from time to time by the Board 
of Inland Revenue, partly (and this may be the more 
important) by the good sense of Inspectors of ‘Taxes 
and accountants seeking between them to make the 
unwieldy tax machine turn reasonably smoothly. 
. None the less, the prudent accountant will bear in 
mind that very often there are two ways of carrying 
through a commercial transaction which, though 


similar or even identical in their business effect, will 


have very dissimilar tax consequences. He will 
accordingly ensure, so far as he is able or has the 
opportunity, that his client appreciates the tax 
consequences of what he ргоровев ќо do. Probably the 
simplest and most familar of the cases I have in mind 
is the sale of a piece of property for a price which 
consists of recurring payments. Those payments, ‘as 
every schoolboy knows’ (almost) may constitute either 
instalments of a capital sum or an annuity of an 
income character. Either of these alternatives may 
suit a particular case, but it is as well to be sure that the 
client is aware that they are alternatives and that he 
enters into the form of contract appropriateto his needs. 


‘Turning Mr X. into a Company’ 

One problem upon which almost every accountant is 
asked to advise with more or less frequency is what is 
often called ‘turning Mr X. into a company’. Some 
individuals have an over-optimistic idea of the advan- 
tages to be gained from such an operation and it may 
be useful to mention a few of the pros and cons. 

First of all, of course, is the surtax aspect of the 
matter. If Mr X. is carrying on a trade or business 
as a sole trader (or indeed in partnership) the whole 
of his profits, as computed for tax purposes, will be 
assessable to surtax, if his total income falls within the 
surtax range. If, however, he transfers his business to 
Х. & Co Ltd, the company will be able to set aside 
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a reasonable part of its profits to reserve, and that 
part will be liable to income tax only and not to 
surtax. However, X. & Co Ltd, will no doubt be con- 
trolled, if not by Mr X. alone, then by not more than 
five persons, and so liable to surtax directions under 
Section 245, Income Тах Act, 1952. Two results flow 
from this. First, any company formed after 1947 can- 
not claim as of right the benefit of what many of us 
now call ‘the Chancellor's umbrella’, so that a piling 
up of exaggeratedly large revenue reserves may well be 
followed by a threat of directions. Secondly, if 
directions are to be avoided, the money which the 
reserves represent must remain ‘locked up’ in the 
company. Any attempt to get it out, except by way 
of dividend, will almost certainly provoke surtax 
directions. 

Linked with the question of surtax directions is 
that of profits tax. If X. & Co Ltd makes substantial 
profits, the whole of those profits will bear profits tax. 
If there are no distributions in the way of dividend, 
excessive directors’ remuneration or otherwise, that 
tax will be at the lower (24 per cent) rate only, but 
dividend distributions will of course result in a 
charge at the higher (224 per cent) rate. As to this, 
two comments may be made, both in the nature of 
truisms but both worth bearing in mind. First, the 
effective ‘proprietor’ of the company will do well to 
draw out such income as he requires in the form of 
director's remuneration — at any rate up to the full 
amount deductible in computing profits for profits 
tax purposes — even if he secures no additional earned 
income relief by so doing. Secondly, the amount that 
is available for distribution by way of dividend is 
almost always substantially less than the apparent 
distributable profit, since provision must be made for 
payment of profits tax liability referable to the divi- 
dend payment. A simple illustration will suffice. If 
the balance of profit remaining after payment of 
income tax and (lower rate) profits tax is £100, no 
more than £83 6s 8d can be used in payment of divi- 
dend, leaving £16 13s 4d for payment of additional 
profits tax. 

While these matters are, I am conscious, familiar to 
every practising accountant, the lay client may some- 
times find that the surtax-saving inherent in the 
company structure is less than he anticipated, or 
rather that it has been purchased at the expense of a 
substantial profits tax liability. 


Investment Company 
Another familiar aspect of company formation is that 
of the so-called ‘investment’ company whose: true 
function is to realize real property at a profit. It can 
scarcely be emphasized too often that a company must 
be judged by its actions and that the most carefully 
drawn memorandum of association and the most 
rigid of ‘self-denying’ clauses in its articles will not 
protect it against liability under Case I of Schedule D 
if in fact it has carried on a trade. Certainly, in a 
borderline case these things will be of some assistance, 
but they are unlikely to tip the scale in favour of an 
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appellant save before the most liberal-minded and 
unworldly of Commissioners. In fairness to those who 
think otherwise, however, it must be conceded that a 
company which has the memorandum of a purely 
trading company may find it very difficult to show 
that it has engaged in an investment -transaction, 
unless its memorandum gives it adequate powers — of 
which in certain cases power to borrow money for 


‘investment may be important. 


Estate Duty 


Consideration of company structure leads sooner or 
Такег 10 the subject of estate duty – a formidable one 
of which only a few minor aspects can be mentioned 
in this paper. 

First of all, it is of course simpler and more con- 
venient for an individual to give away, whether as an 
absolute gift or by way of settlement, shares in a 
company than а, right to a share in the profits of a 
personal business. The possibility of death within five 
years of the gift or settlement must, however, be 
carefully considered and its importance grows with the 
wealth of the donor. To be given by a millionaire a 
minority holding of shares in a private company which 
are valued on the 'assets basis' (under Section 55, 
Finance Act, 1940) upon the donor's death some two 
or three years later may be a source of disaster for 
the donee who is called upon to pay duty at 80 per 
cent on a value of, say, {10 per £1 share, when those 
same shares are either entirely unmarketable or worth 
little more than par in the market. Where, therefore, 
there is a real risk of death occurring within five years of 
the gift, the donor will be well advised to make some 
provision for the payment out of his free estate of the 
duty to which the donee would otherwise be liable. 

The provisions of the Finance Act, 1954, to some 
extent ameliorated or mitigated the effect of Section 
55, Finance Act, 1940, where the deceased did not 
have actual control within the five years preceding 
his death, but their application is limited and their 
drafting complex. It would be out of place, therefore, 
to comment on them here. They should, however, be 
carefully studied in relation to appropriate cases. 

Section 46 of the Finance Act, 1940, is something of 
a bogy where an individual has transferred his 
business to a company and thereafter divested himself 
of some of his shares. Its particular vice is that no mat- 
ter how long ago a transfer of property to the company 
was made, the transferor remains within its scope 
so long as he continues to receive any 'benefits' 
from the company. In practice, however, the section 
appears to be little used by the Estate Duty Office 
except perhaps to counter flagrant schemes of evasion 
and occasionally, I suspect, as a bargaining counter 
to secure acceptance of what the Office believes to be 
a reasonable share valuation under Section 55. One 
word of warning may, however, not be out of place. 
If you find a client disposed to part with all his shares 
in a company, having first made certain that he is 
entitled, under a service agreement, to continue as 
manager of the company for the remainder of his life 
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аса salary of £10,000, devoting only such time to the 
business as lie thinks fit, then warn him that the 
Estate Duty Office may well be disposed to talk 
of Section 46 in a higly disagreeable manner and to 
inquire pointedly what was the commercial worth of 
his services to the company! 

One final word on companies. It is occasionally 
overlooked that although a business may be trans- 
ferred from an individual to a company and the 
shares in the company may be placed on the Stock 

change so as to leave the original founder of the 
business with a purely nominal shareholding, and 
although in such circumstances "Mr X. may be 
brought i into a ‘top-hat’ pension scheme, the Revenue 
seldom, if ever, relax the requirement that service as 
a controlling director shall not be taken into account 
in assessing pension rights. Accordingly, only future, 
and not past, service will qualify for pension. 


| Structure of the Income Тах Acts 


1 propose now to turn to something much more gen- 
eral but, 1 venture to think, in the long run more 
important – the structure of the Income Tax Acts 
themselves and our attitude to them. 

Since the established principle of construction of 
taxing acts in this country is that you read the words, 
give them their ordinary meaning and tax the subject 
if he is clearly within them, but not otherwise, 
however ‘inequitable’ (in the untechnical sense) the 
result may be, it is, І suggest, of the greatest im- 
portance to understand the actual form and frame- 
work of the Acts. It is of course a truism to say that 
they tax only ‘income’, whatever that may be, but it 
is equally true that not everything that is, in the 
ordinary sense of the word, income, is taxed. To an 
inhabitant of another planet, this might seem a 
curious. phenomenon and is for all of us one that 
sometimes tends to be forgotten. In advising upon tax, 
we have, therefore, very often to ask ourselves two 
questions, ‘Is this income?’ (or better perhaps ‘of an 
income character’) and ‘If this is income does it fall 
within the : scope of charge of the taxing Acts?" Both 
of these questions are at times most difficult to answer, 
and the difficulty i is perhaps increased by the fact that 
‘income’ is sometimes used to describe only income 
which falls within the taxing Acts. : 

A good example of the type of i income which escapes 
the net of the tax-gatherer is to be found in the recent 
case of the Butterley Co Ltd. The reasoning of the 
Court of Appeal in relation to ‘interim income’ under 
the; Coal Acts exemplifies the approach which I 
would commend to you in relation to tax problems. 
I do not propose to analyse the judgments in this 
paper, but it is, I think, fair to say that they proceeded 
by posing first and foremost the question ‘What is the 
nature of the income which is charged to tax by the 
Act? In the answer to that question – ‘income 
arising from a trade or busimess carried on by the 





1'There have of recent years been statutory inroads upon 
this ,fundamental principle, e.g. Sections 242 and 378, 
Income Tax Act, 1952. 
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company', there 18 to be found the solution to the 
particular problem facing the Court. 

In this connection, and in relation to income tax, 
the schedular structure of the Act is the foundation 
upon which all else is built. The draftsmen of 1842 
(to delve no further into history) divided income 
broadly into five categories, namely: 

Income from the ownership of land (Schedule A). 

Income from the occupation of land (Schedule B). 

Income from Government stocks ~ ‘the funds’ 
' (Schedule С). 

Income from trade and certain miscellaneous 

sources (Schedule D). 
Income from offices or public employments of 
profit (Schedule E). 

No doubt the alphabetical order of the schedules 
indicates their relative importance more than a 
century ago and casts a certain reflected light upon 
the changes that have come over our society in that 
period. There is, however, a far greater importance 
attaching to the schedules. It is that (except where the 
principle has been infringed by direct statutory 
enactment) each of them exhausts the liability of 
taxable subject-matter that falls within them. Until 
the Finance Act, 1940, was enactéd, therefore, the 
Schedule A assessment was the only means of taxing 
income (of all types) arising from the ownership of 
land, no matter how inadéquate as a measure of that 
income the assesaed annual value of the land may have 
been. Some of the difficulties that arose from this 
principle were exposed in the famous case of Russell v. 
Scott, even though the decision there turned upon the 
interpretation of the rules for arriving at annual value 
under Schedule A. 

The point which I am concerned to emphasize in 
this context is that even when a payment or receipt 
is clearly of an income character, it is still necessary 
to answer the question ‘Is it income of a character and 
Кот а source which is charged to tax?’ and may be 
necessary to answer the further question ‘What is the 
measure of this income for the purpose of assessrnent?” 
The mattet may perhaps be expressed in another 
way by saying that there must be in existence in the 
year of assessment, (а) a source of income (b) which 
is of a character charged to tax by the Acts, and (с) 
income from that source as measured by the rules laid 
down in the Acts. (It is not, of course, necessary that 
there should be actual income arising or received in 
the year of assessment, if the source is in existence in 
that year and the Act provides for the measurement of 
income arising from that source by reference to the 
state of fact existing in some anterior period.) 


Under What Schedule ... ? 
All this, I suggest, is more than a series of technicali- 
ties. It goes to the root of all advice upon tax. What has 
always to be considered is the effect upon a particular 
transaction of the artificial and frequently arbitrary 
rules both of assessment and of measurement of 
income. The accountant who, as I have said before, 
is‘most often concerned to produce something like a 
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fair and equitable result from the application of a 
complex and arbitrary legal code, is perhaps some- 
times (and quite naturally) inclined to assume that 
liability to tax exists where in fact the Income Tax 
Acts impose none. It is, I think, a useful exercise for 
all of us from time to time to ask ourselves *under what 
Schedule and by virtue of what section of the Act is 


. tax chargeable in this case?’ The answer is sometimes 


surprising. I do not suggest that accountants would 
invariably be doing their clients a service if they were 
to insist upon every item .of taxable income being 
assessed under the correct case or rule of the appro- 


'  priate Schedule. It is certainly more convenient in 


many cases for miscellaneous receipts to be included 
in e.g. a Case 1, Schedule D, computation. But it is 
one thing to agree to what is strictly an incorrect 
treatment, knowing it to be wrong, and quite another 
to acquiesce in it, assuming it to be correct. 

In.this connection I suspect that a number of 
miscellaneous items find their way into a Case I 
' computation, both the accountant and the Inspector 
of Taxes assuming them to be taxable under Case VI, 
when in fact either no liability.exists or such liability 
as there is, is exhausted by assessment under another 
schedule. Although the precise point in the Salisbury 
House case is now- of no importance following the 

1940 'excess rents' legislation, the principle of that 
decision still stands, namely, that each of the schedules 
is exhaustive of the liability to tax in respect of 
-the profits. with.which it deals, and the Crown. has. 
no option to tax under one schedule rather than 
another, although in some circumstances it may һауе. 
ап option.as between the different cases of Schedule 
D. It is in relation to this principle that it frequently 
becomes of vital importance to ask ourselves “What is 
the source of this income?’ Once the nature of the 
source has been identified, it will often be easy to 
decide what is the correct form of the assessment, but 
when the nature.of the source cannot be easily апі’ 
simply stated it will usually be found either that we 
have been unfortunate enough to strike a really 
difficult problem,- or that our thinking has been 
cohfused and the ‘income’ is not the kind of income 
with which, the taxing. Acts deal. Case VI tends to be. 
the rag-bag to which all these unidentified items аге, 
consigned, but its scope is po smaller than we 
sometimes tend to BU poses l 


Appeals 
Oas we have decided that an assessment cannot be 
supported, what is the next step? Well, if the Inspector 
cannot be persuaded of his error, an appeal must be . 
made. Неге, perhaps, I may be forgiven for saying 
that while no right-minded accountant will wish to 
spend a substantial part of his time fighting appeals 
before Commissioners, he need not feel that: by 
fighting in appropriate cases he will imperil: good- 
relations with the Inspector. "Most Inspectors dislike . 


appeals for the same reason as do many accountants – 


they occupy.a great deal of time by way of. preparation. 
etc. which cóuld be profitably employed in other ways. 
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But no Inspector worth his salt will resent the action 
of an accountant who insists on fighting a. case- 
involving a serious point of law or question of fact. 
'The first decision which the accountant will have 
to face when an appeal becomes inevitable is the 
choice of tribunal. While a few matters (e.g. Schedule 
A appeals and claims for personal allowances) are 
reserved to the General Commissioners and some 
(e.g. appeals against assessments made by the Special 
Commissioners) to the Special Commissioners, the 
taxpayer has normally a free choice as between the 
two bodies. (It may be worth emphasizing, since 
some confusion on the.subject appears to' exist, that 
appeal may always be made to the Special Commis- 
sioners against Case I assessments made by the General 


· Commissioners.) It frequently happens that a formal 


notice of appeal has been given, ata time perhaps when 
no accounts have been prepared or furnished to the 
Inspector, without any indication of the tribunal 
which it is desired should hear the appeal. In such 
circumstances, as a matter of law, the General Com- 
missioners are the only body having jurisdiction, 
since an election to have the appeal heard by the 
Special Commissioners must be expressed in the 
notice of appeal. In practice, however, the Special 
Commissioners are normally prepared to accept 
jurisdiction if the General Commissioners and the 
Inspector raise no objection. 

What are the considerations to be borne in aisi] in. 
selecting the appeal tribunal? Broadly speaking, I 
should say that the Special Commissioners are 
indicated’ where the point involved is one of law 
necessitating a close analysis of complicated statutory 
provisions or of case law or where the facts are dis- 


` puted and it will be necessary to examine a number 


of witnesses. General Commissioners, after all, are 
only human and being unpaid are usually unwilling 
or indeed unable to devote more than a half-day at 
a time to the hearing of a case. Where a number of 
witnesses are to be called it is usually unsatisfactory 
to all concerned if the hearing of an appeal stretches 
over two or more sittings, separated it may be by weeks 
during which the impact of evidence ши weaker. 


Evidence Vital 
Dads notice of appeal has been given 'and the 
appropriate body of Commissioners selected, the 


:. next consideration is evidence. Here I may. perhaps 
' be pardoned for emphasizing that appeal: from а 


decision of Commissioners is on a point of Jaw-alone. 
While, therefore, a legal argument which: was not 
presented to the "Commissioners may be used in the 
High Court (due notice having been given to.the other 
side) the facts upon which that ‘argument із based 
must be those appearing from the case stated by the 
Commissioners. Second thoughts on ‘points ‘of law 
may be possible:.further evidence on questions:of fact 
is: never admissible save in. the exceptional instance 
` where the Court remits the case to the Commissioners 
for further findings. It cannot be too often or too 
heavily зра“ that all relevant facts must ђе 
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put in evidence before the Commissioners in any case 
which may possibly go further. The most obvious 


' matters, even though entirely non-contentious, should 


be brought before them in such a way that they can 
properly be incorporated in the case stated. In this 
connection a great deal of time can frequently be 
saved if a statement of facts can be agreed formally, or 


, informally, with the Inspector beforehand. If such a 


statement can be put before the Commissioners it will 


‘ avoid any dispute at a later stage both as to what were 


the relevant facts (so far as covered by the statement) 
and as to whether a particular matter was admitted by 
the Revenue. 

Any discussion of the law of evidence would be 
outside the scope of this paper, but any accountant 
who conducts an appeal before Commissioners should 
‘acquaint himself with its main principles and should 
'be prepared, if necessary, to object to such solecisms 
as the introduction of hearsay, and adverse comment 
‘by the Inspector upon aspects of a witness’s evidence 
upon which he was not cross-examined. 

In general, of course, the onus is on the taxpayer 
to satisfy the Commissioners that an assessment is 
excessive, and this carries with it the right of his 
representative to open the case and to have the final 
word. In relation to surtax directions under Section 245, 
Income T'ax Act, 1952, and profits tax directions under 
Section 32, Finance Act, 1951, the situation is 


reversed and the onus is on the Revenue to justify the , 


direction. The appellant in such a case is entitled to 
insist upon the Revenue opening, but there is nothing 
to prevent his agreeing with the Inspector that he will 
accept the onus of displacing the direction. If he does 


so, he will preserve for himself the advantage of the ` 
first and last words ~ an advantage which may in: 


many cases outweigh the privilege of making the 
Ihspector start the proceedings! Should it be decided, 
however, to insist upon the Revenue opening their 
case, it will be borne in mind that great discretion 
should, in such a case, be exercised in agreeing facts 
beforehand. While it may savour of 'gamesmanship' 
it is perfectly legitimate and proper to admit nothing 
and to put the Revenue to formal proof of all the facts 
which they regard as relevant. This may frequently 
hamper them considerably, but of course an Inspector 
can properly give evidence of an interview with a 
taxpayer and if the taxpayer himself does not give 
evidence in rebuttal, Commissioners may draw an 
obvious inferencel 
Back Duty 

I mentioned at the beginning of this paper that I 
would put down a few disconnected thoughts on 
back duty. They will not amount to a survey of the 
whole subject but are suggested by experiences of my 


own in advising on such cases. 1 have in mind a very 


common type of case which starts with a discovery by 
the Inspector that Mr Xs total worth has increased 
by £20,000 in ten years during which his total income 
returned for assessment has amounted to £10,000 
only. Mr X. accounts for the unexplained increase as 
being the proceeds of successful gambling, the gradual 
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investment of a cash hoard accumulated over a period 
ended more than ten years ago and the realization of 


jewellery given to his wife by her mother who came 


to this country as a refugee in 1936 with the family 
fortune concealed about her in portable form. No 


` doubt you will sigh rather wearily at these too-familiar 


explanations, but when you have checked the story, 
so far as it is capable of being checked, you may well 
find that although independent confirmation is lacking 
it is not inherently impossible, even though you may 
feel it to be improbable. 

.It is at this stage that I suggest that your investi- 
gations might usefully take another turn (and here 
I am conscious that many of you will find what I have 
to say obvious and elementary). The Inspector is no 
doubt saying, in effect ‘here is £10,000 which must 
have come from somewhere. I don’t believe tales of 
betting winnings etc. I propose to act on the assump- 
tion that the money represented business profits 
which have not been reflected in the accounts'.. Now, 
if assessments are raised on this basis the onus will be 
on the taxpayer to show that the assessments are 
excessive and the easiest way of doing so will be to 
show that the £ 10,000 came from some source outside 
the business. 

But that is not the only form of defence. ТЕ may ђе 
possible to show that, wherever the money came from, 
it could not have been from profits of the business 
assessed. The assessment will be on the profits from a 
particular business. (If it is not, the Commissioners 
should be pressed to discharge it, or to declare it 
invalid, on the ground that it does not comply with the 
statutory requirements.) If it can be shown that the 
moneys in dispute did not come from that business, 
the fact that they came from some other taxable 
source (or probably did so) should not deter the 
Commissioners from discharging the assessments. It 
will, therefore, be of the greatest assistance to consider 
the practicability of the business-producing profits of 
the order in question. If e.g. the business is that of a 
butcher, is the cold-room capacity sufficient to deal 
with the volume of trade involved? (Expert evidence 
on this point will be of the greatest assistance.) Would 
the Inspector’s figures necessarily involve absurd 
rates of gross profit and can independent evidence be 
led to that effect? When argument of this character is 
employed before General Commissioners, it may be 
necessary to emphasize rather strongly that the real 
question is not ‘where did the money come from’, 
but 'did the money come from this particular 
business’. 

In appeals of this character two further matters 
are worth bearing in mind. If a trader gives evidence 
that certain sums of money were the proceeds of cash 
betting on a race-course of which necessarily no 
records exist, an Inspector may in the course of his 
reply seek to say ‘Well, the Commissioners know that 
in this trade “‘black-market” deals were common in the 
period in question. Aren’t such deals a more likely 


- source?’ Such comment should be vigorously resisted 


as inadmissible and improper unless the appellant has 
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been asked in cross-examination whether ‘black- 
market’ deals were possible and whether he engaged in 
them. | 

Secondly, in some cases an Inspector (usually on 
instructions from his head office) may have procured 
the raising of assessments outside the normal six-year 
time limit and may seek to justify them on the ground 
that fraud or wilful default has been committed by, or 
on behalf of, the taxpayer. Here the appellant is en- 
titled to say, and in many cases will be well advised to 
say, “These assessments are prima facie out of date and 
if you, the Inspector, allege fraud, it is for you to open 
the appeal and to prove fraud affirmatively’. Where 
all that can be proved by the Revenue is a capital 
increase inconsistent with declared profits, there will 
seldom be a prima facie case of fraud to be answered, 
since there may always be a dozen other possible 
explanations of the increase and it is for the Revenue to 
show that unless the appellant can prove to the con- 
trary fraud is the inevitable and inescapable inference. 


Professional Ethics 


Here perhaps it may be proper to offer some comments 
on a question of professional ethics. I do so with 
some hesitation since this is essentially a matter for 
your own professional conduct committee, but I feel 
that I may properly suggest that your double duty, 
to your client and to the community, is the same as 
that of counsel for the defence in a criminal case. I 


suggest (and I think you will agree) that you should - 


not, if acting as advocate, express your personal 
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belief or disbelief in your client's innocence. You are, 
however, justified, and indeed bound, to argue his 
case with all the vigour at your command, whatever 
your personal view of it may be. After all, the task of 
weighing the evidence is that of the Commissioners, 
not your own. If, however, your client has admitted 
to you that some statement he has made to the In- 
spector is incorrect, you cannot, of course, put for- 
ward any argument based upon it. (Whether in such 
circumstances it may be your duty to insist upon the 
client telling the Inspector of the falsehood or 
refusing to act further is a matter upon which it is 
not for me to comment.) 

I have only one further and general comment on 
appeals with which to end these rambling observa- 
tions. When, as often happens, correspondence and 
argument have been protracted, there is great danger 
of losing sight of the original point. The first stage of 
preparation for a personal hearing of the appeal 
should, therefore, be a process of self-examination. 1 
suggest that you ask yourself a series of questions, 
none of them anything but obvious, but all I think of 
great assistance. What is the source of profits assessed? 
What is the relation of the items in dispute to that 
source? What facts are necessary to be established to 
give the background of the matter? What are the 
relevant statutory provisions and the principles 
established in tbe decided cases? Fipally, if the 
Commissioners were asked to state a case, what would 
be the question of law upon which the opinion of the 
High Court would be sought? 
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Companies Act Accountancy Advisory 

x Committee 
The President of the Board of Trade has appointed 
Sir Thomas Robson, M.B.E., M.A., F.C.A., a past presi- 
dent of the Institute, as chairman of the Companies 
Act Accountancy Advisory Committee, and Mr C. T. К. 
Hutton, B.A., C.A., The Rt. Hon. Lord Latham, 
J.P., Е.А.С.С.А., and Mr W. Н. Lawson, С.В.Е., B.A., 
F.C.4., as members. These appointments have 
been made in consequence of the resignations of 
Sir Russell Kettle, р.с.А. (chairman) (on his retire- 
ment from practice), and Mr Е. С. Wiseman, 
F.A.C.C.A., and the death of Mr J. С. Burleigh, c.a. 
Mr E. Cassleton Elliott, р.5.А.А., a past president 
of The Society of Incorporated Accountants, con- 
. tinues as a member of the committee. 

The terms of reference of the Committee are: 
"Го consider matters arising from the provisions of 
the Companies Act relating to accounts and to 
advise the Board of Trade thereon. 


| Residential Courses 


The season of annual residential courses which 
commenced with the Institute’s summer course last 
July, continued this week with three further courses 


of accountancy bodies ~ one in Cambridge and two in 
Oxford. 

The Society of Incorporated Accountants, proud 
to be the first accountancy body in this country to 
have held — twenty-one years ago—a ‘week-end 
university course’, are holding their Cambridge 
course in the adjoining colleges of King’s and Caius. 
It assembled on Thursday afternoon and continues 
until next Tuesday morning. Three papers are being 
presented at this course: ‘Valuation of stock and work 
in progress’ by Mr W. G. A. Russell, F.8.A.A.; 
‘Advising on taxation’ by Mr H. Major Allen, 
Barrister-at-Law, and "The changing pattern of audit 
practice’ by Mr H. L. Layton, F.C.A., F.8.4.A. Guest 
night dinner will be held in King's College next 
Monday. | ; 

We have pleasure in reproducing Mr Major Allen’s 
paper elsewhere in this issue. - a 

At Oxford, the Institute of Cost and Works 


` Accountants has been holding their sixth residential 


course at Balliol College, while the second residential 
course of the Chartered Accountant Students' Society 
of London is taking place at University College. - 
-This year’s Costiand Works Accountants’ course 
which commenced last Monday and concluded yester- 
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day, was something of an international affair, for 
those present included members from the Republic 
of Ireland, Sudan, India, Pakistan and South Africa. 
The papers presented were: ‘An alternative to piece- 
work’ by Mr Ivor B. Cooke, director and general 
manager, Hopkinson Electric Co Ltd, Cardiff; ‘Using 
costs as an aid to control, to sell and to formulate 
policy by Mr Harold Smith, F.c.w.a., director and 
‘general manager, The Wharton Crane and Hoist Co 
Ltd, Reddish; and ‘Units of measurement: key factors 
of production’ by Mr W. E. Harrison, F.C.W.A., 
immediate Past-President of The Institute of Cost 
and Works Accountants, principal, W. E. Harrison 
& Co, Walsall. 

Ап address on "The role of the stock exchange in 
the British economy' was given yesterday by Mr 
Edward Westropp, City Editor, Sunday Express 
and the proceedings concluded last evening with the 
annual summer school dinner, when the guests 
included the Mayor of Oxford, the Master of Balliol, 
Sir George Briggs, А.М.І.МЕСН.Е., and Professor 
Donald Cousins, B.COM., A.C.A. 

Тће London students' course, attended by 126 
members, commenced on Thursday, and continues 
until tomorrow (Sunday) afternoon. 'The lectures on 
examination subjects being given during the course 
are: ‘Income tax: Schedule D. Case 1’ by Mr W. A. 
Purdie, Senior Principal Inspector of Taxes, Head 
Office; ‘Everyday law and the accountant’ by Mr L. 6. 
Scarman, Barrister-at-Law; ‘Insolvent companies and 
persons’ by Mr Leslie Cork, solicitor; and ‘Budgetary 
control and standard costs’ by Mr K. W.. Bevan, 
А.С.А., chief accountant, B.O.A.C. An address is also 
being given on “The Queen's peace’ by Sir Theobold 
Mathew, к.В.к., M.C., Director of Public Prosecutions. 
The opening dinner in Hall, with Sir Harold Gillett, 
M.C., F.C.A., presiding, was held on Thursday evening. 


Revocable Settlement 
The Finance Act, 1938, Section 38 (2) (now the In- 
come Тах Act, 1952, Section 404 (2)), in effect treats 
a settlement as nugatory for tax purposes if its terms 
are such that: 

‘any person has or may have power, whether im- 

mediately or in the future, and whether with or 

without the consent of any other person, to revoke 

id determine the settlement or any provision there- 

of... 
and in the event of the power being exercised the 
settlor or the settlor's spouse may become beneficially 
entitled to any of the settled property. 

The meaning of ‘provision’ in the section was dis- 
cussed in Saunders v. C.I.R. ([1955] 48 К. & LT. 
595). There a settlement provided that during a 
certain period the trustees were to apply the income 
for the benefit of one or more of a defined class, which 
included the settlor's wife. With the consent of the 
settlor the trustees could algo, under clause 4 of the 
settlement, apply part of the settled property itself 
for the benefit of one or more members of the class. 
On the face of it, this was not a determination of any 
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provision. However, the exercise of the power would 
of course bring to an end part of the income applicable 
under the first part of the settlement. 

Wynn-Parry, J., held that this amounted to the 
determination of a 'provision', using that word to 
mean the benefit rather than the words giving rise to 
the benefit. Since the settlor's wife, as a member of 
the class, might on the exercise of the power become 
entitled to part of the property, the settlement was 
caught by Section 38 (2). Accordingly, the income 
under it was rightly assessed on the settlor for surtax. 


Remittance Basis in Cessation Year 


'The Inland Revenue have always contended that 
where an assessment 1s based on remittances, the fact 
that the source of the assessment ceases during the 
year of assessment does not prevent the inclusion in 
the assessment of all the remittances received in 
the United Kingdom in the year of assessment, even 
though some are received after the date of cessation. 

'This view has been upheld by Wynn-Parry, J., in 
Joffe v. Thain ([1955] 48 R. & LT. 565). The appel- 
lant had been a partner in a medical practice carried 
on in South Africa. He ceased to be a partner on 
December 31st, 1949, and on March 2nd, 1950, he 
received from the partnership 2500, which included 
{£302 profit earned before 1950. This £302 was in- 
cluded in the assessment on him for the final year 
1949-50 and the assessment was confirmed. Although 
therelevant legislation is now contained in the Finance 
Act, 1952, Section 18, this principle appears to remain 
unchanged. For the year of cessation the assessment 
is to be computed on the full amount of the remit- 
tances received in the year. 


Life Policies and Estate Duty 


The House of Lords in D’Avigdor-Goldsmd о. 
C.LR. (32 A.T.C. 26) established that a person 
who gives away a policy of assurance on his own 
life does not thereby necessarily provide an interest 
arising on his death within the meaning of Section 
2 (1) (d) of the Finance Act, 1894. The position before. 
and immediately after the death 1s that the donee is 
the absolute owner of the piece of property consti- 
tuted by the policy; no interest arises on the death, 
the policy moneys simply become payable, as an 
incident of the policy. This principle has now been 
carried a stage further in Re Barbour’s Life Assurance 
Policies ([1955] 3 All E.R. дт). А settlor settled two 
paid-up policies on his own life, together with other 
property. In the events which happened his nephew, 
James, became the life-tenant of all the settled pro- 
perty but the settlement expressly provided that the 
policies and the proceeds thereof were not to be 
treated as, income-bearing until the amounts payable 
on the policies had been received and invested. 
During the life of the settlor a sum of money became 
payable under the terms of one of the policies and 
this was invested and the income paid to James. 
On the death of the settlor the Inland Revenue claimed 
.estate duty under Section 2 (1) (d) on the value of 
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James’ life interest in the policy moneys falling due. 
They argued that as the proceeds of the policies, 
which were defined as part of the trust fund, did not 
fall in until the settlor's death, James’ life interest in 
them did not fall into possession until such death. 
Rejecting this argument, Harman, J., said that although 
it was true that possession connotes the right to ге- 
ceive the income, if there be any, it did not follow from 
the absence of such income that no one could be in 
possession of the life interest in the policies. 


P. & O.'s Tanker Plans 


The Peninsular and Oriental Steam Navigation Co 
has announced recently that it proposes to establish 
а substantial tanker fleet over the next five or ten 
years. It has, in fact, placed the first orders amounting 
to twenty-five tankers costing £37 million at present 
prices with British shipbuilding yards. Seven ships 
are to be delivered in 1958, nine in 1959, and the rest 
in 1960. In the early part of the programme there 
may be a few large vessels of over 32,000 tons, but 
most of the fleet will comprise ships of about 18,000 
tons. Such is P. & O.'s favourable assessment of the 
future demand for oil and the scope for new and 
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replacement tanker tonnage of medium size. It is 
expected that this programme will fit in with the | 
oil companies’ plans to build large ships, calling on 
such fleets as the proposed P. & O. ships for medium- 
sized tonnage on a charter basis. 

At present the world tanker fleet is just over forty 
million tons, of which a growing proportion is held 
by independent operators who have gained at the 
expense of the large oil companies who have been 
slow to expand their tanker fleets. This has inci- 
dentally hastened the fall in the proportion of world 
tonnage flying the American flag. With the world 
tonnage at its present level there is now a substantial 
annual replacement demand. In the first half of this 
year, for example, well over one million tons of tanker 
shipping were taken out of commission. There had 
thus been the prospect of good replacement orders 
for the shipbuilding yards before the P. & O. and the 
oil companies decided to build new tonnage. The 
interesting question now is, will these moves touch off 
a series of similar ambitious plans? Beyond that lies 
the other question of where and when the tonnage can 
be built, since all yards are lengthening their delivery 
dates, both here and abroad. 


REVIEWS 


| Pay as you Run: 
by Stephen Graham 
(Ernest Benn Ltd, London. 125 64 net) 


Every accountant who has dealt with back duty cases 
will read this book – of which the title is an inspira- 
tion ~ with real appreciation. The combination of 
tax and romance form an exquisite satire. Mr Graham 
has written with knowledge and sparkling humour. 
The (at first) very correct Inspector of Taxes as the 
hunter, and the foxy Sandburn, who ‘runs on the 
top of the hedge’ and then jumps down to confuse 
his trail, are a real joy to follow. The amorous 
Inspector of Taxes telephoning to his wife that he 
. cannot come home ‘as I have a back duty case on 
hand’, shows a new angle on tax evasion matters. 
The accountant.in at the kill is good, too. Altogether, 
a book to buy, but for the busy accountant with his 
work in arrear, it is best left alone — he will not be able 
to put the book down. 


4) 


Estate Duty on Settled Property 
and Annuities | 
by George С. Mason, B.A., Barrister-at-Law 


(Jordan & Sons Ltd, London; Shaw & Sons Ltd, 
London. 30s net) 


Mr Mason sets out to deal with estate duty law only in 
зо far as it concerns settled property in its various 
forms, and the scheme is that each chapter shall deal 
with a separate and distinct aspect of the duty, so that 
the reader may find quickly the answer to his problem. 
Unfortunately, the titles of the chapters are not always 
good guides to their contents — it is unexpected to find 
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the taxation of foreign property dealt with in the 
chapter on settlements (chapter 14)-and some 
subjects – for example, exemption from taxation – 
are not dealt with very adequately. One feels that 
more value could have been derived from the judg- 
ments, which are extensively quoted, if they had been 
discussed at greater length. Moreover, some cases 
receive too scant attention: it is remarkable to find 
the important Privy Council decision of Oakes 9. 
Commissioner of Stamp Duties of New South Wales 
(29341 А.С, 57) во briefly referred to when it might 
well have been discussed in chapter 12 (dispositions 
and determinations of interests ceasing on death) in 
connection with Si Aubyn and Others о. Attorney- 
General ([1952] A.C. 15). 

Sections from statutes are quoted fn extenso in the 
text, including sections which have been repealed 
and replaced by other provisions (a fact which is not 
always immediately made clear to the reader), The 
repealed provisions might have appeared more 
conveniently in the footnotes. 

The book is marred by a number of misprints. 


SHORTER NOTICE 


Імтвористом то ENGLISH Law (Third Edition), 
by Philip S. James, M.A. (Butterworth & Со (Pub- 
lishers) Ltd, London. 15s net.) The appearance of 
another edition of this book, first published in 1951, 
demonstrates two things. One is the undoubted 
need for a manual of this kind and the other is the 
rapidity with which the law changes and expands. 
Professor James has amplified his original references to. 
the law of torts and has added a few pages on legal aid. 
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FINANCE AND COMMERCE 


New capital issues continue to have their influence on 
stock- markets, Scrip for the Kenya Power Company’s 
5 per cent debenture stock began life during the past 
week at £6 discount. Underwriters were left with 
96 per cent of their commitments. With the recent 

da and Allied Bakeries offers both still standing 
at discounts the outlook for fixed interest stocks is by 
no means encouraging. The weight of such issues 
and the knowledge that more are in the offing is 
likely to hold business in check for some time to come. 


‘Half-time Results’ 


We give this week the half-yearly statement issued 
by the directors of Lewis’s Investment Trust Ltd, the 
company which controls the Lewis’s group of retail 
store businesses. For better or for worse — and there 
are some people who do not see it as a step forward – 
‘half-time results’ have come to stay. We urged their 
adoption way back in the 1930s when we publicized 
the quarterly accounts of the International Nickel 
Company of Canada. 

' We are giving the Lewis’s interim statement so that 
readers can see its form and extent. It has been 
claimed that figures for less than a year are upset by 
seasonal influences, but given sufficient depth of view, 
or in other words, when sufficient experience has been 
accumulated, valuable comparison will be possible. _ 

| Obviously it would be absurd to compare a first 

half-year with a previous second half, which includes 
aiseasonal Christmas shopping trade, but then any 
figures to be of any use must be handled with 
intelligence. 


| Correcting the Position ~ 
A! statement by Mr Arthur Rowse, the chairman of 
Venner Ltd (the people who make the time-switches), 
that the board have taken the first opportunity after 
the withdrawal of the excess profits levy, of correcting 
the position, reminds us somewhat of the saying about 
the-water that’s gone over the dam. 

7 Mr Rowse, like all of us, looks with relief at the 
demise of the ill-conceived excess profits levy, which 
took. £10,050 from the company in 1952 and £10,480 
in 1953 ~ a total of £20,530. This amount, he points 
out, should have been available for adding to the 
company’s resources and the first opportunity has 
been taken to correct the position in some measure 
by allocating £30,000 to general reserve. Surely 
what's done cannot be undone except by retrospective | 
legislation which somehow never seems to work in 
favour of the taxpayer. 

Venner is the company in the forefront of the 
parking meter business on which our motoring readers 
will havé their own personal views. Mr Rowse sees 


a useful market for the meters here when legislative .. 


action is complete. It certainly. will be something. to 
be able to lease a piece of road for a definite period 
nanan the;féar thütione is a marked criminal. Ви 


as the London and Home Condes Traffic Advisory 
Committee has recently pointed out, meters will not 
take cars off the road and are therefore no full answer 
to traffic congestion. The Committee recommends 
off-road car-parking – and that, at the present rate 
of progress, is years ahead. 
Mechanical Meeting 
We hope shareholders in Gas Purification and 


Chemical Co Ltd appreciated the recorded speech of 
Mr P. R. V. Wheeler, their chairman, at the annual 


"meeting. Given that chairmen will make speeches at 


annual meetings, the ‘canned’ variety was certain to 
arrive in this microphone age and what more appro- 
priate arrival than at the annual meeting of the com- 


pany which owns the Grundig voice recorder. Mr 


eeler ваї back at ease and listened to the sound of 
his own voice. 

We still maintain, however, that ‘everything with 
the accounts’ so far as is possible is the best system. 
The chairman’s function at the meeting then becomes 
the answering of questions, if any, and that is beyond 
the capacity of a mere recording machine. 


Prompt Accounting . 
On the subject of ‘half-time results’ it is opportune 
now to draw attention to the speed with which the 


Royal Dutch Shell oil group has produced results 


for the second quarter of this year. Full figures down 


: from total sales and other income through operating 


costs, depreciation, interést payments and taxation 
to net group earnings were announced on the evening 
of September 15th. The figures showed the March 
quarter's results, then the results for the full half-year 
and the comparative half-year figures for 1954. 
Presentation of such full figures so soon after the 
turn of the half-year is an example of prompt account- 
ing which received due commendation in the City 
where the world-wide ramifications of this inter- 
national oil organization is readily appreciated. It is 


,a noticeable fact that the example in these interim 
‘profit statements is being set by just those major 


industrial groups to which all the obstacles and 
complications concerning the publication of these 
figures, so readily quoted by opponents of the develop- 
ment, would appear to apply. 


New Issues 


One of the more obvious signs of the current credit 
squeeze ів the accelérated.flow of new issue business 
in the City. Some operations such as the P. & O. 
£10 million debenture issue, for example, are 
obviously outside the. credit :squeeze sphere but 
others, including, probably, the majority of the 


-heavy ‘rights’ issues of new shares to existing share- 
‘holders in a number of: leading industrial concerns, 


may well have. their origins. in the restriction of 


‘credit. -` г. 
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That is not to say that major companies in - 
essential industries are. being deprived of necessary . 


working capital, but they are at least conforming to .. 
the present necessity for replacing temporary finance | 


by permanent or longer term capital wherever such 
a course is justified. 

So far the actual effect of these operations on 
bank advances cannot be accurately calculated. Тће 
London clearing banks’ figures have yet to show the 
full tide of the movement. Meanwhile a natural 
consequence of the new issue activity and competition 
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for fresh investment funds is dullness of existing 
shares in the stock-market. 


Money Market 


Applications for the week’s offer of £290 million d in 
Treasury bills - £10 million less than the previous 
week ~ totalled £344,830,000 against £381,140,000 
for the larger amount. The average discount rate, 

however, showed little.change at £4 15 5° 52d per cent 
against the previous £4 15 4674 per cent. This 
week's offer of bills is for a maximum of £280 million. 
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J, HUNTE 


The Directors have pleasure іп submitting Interim results of the Group for the half-year ended August Ist, 1955. The 
results of all companies are Included except those of Lewis's Bank Ltd. This is the first occasion on which a progress report 
has been issued and it is proposed to continue the practice in future years. 


Trading Profit before providing depreciation and taxation 

Revenue from Subsidiary (not Consoligetes) : 
Lewis's Bank Ltd a E 

Revenue from General Investments 

Revenue from Property ise 

Revenue Miscellaneous 


Debenture and Note Interest А 
Depreciation – Freehold Land and Bulldings 
Fixtures, Fittings and Plant 
Motor Vehicles i 
Amortisation of Leaseholds 
Cost of Goodwill written off. . 
Taxation – Income Tax 
Profits Tax 
Balance – Consolidated profit ‘for six months 


' Profit attributable to-Group .. 
: Minority Interests 


Consolidated Profit as above .. 


Six Months ended August Ist 














1955 1954 
-£ £o. 
1,953,365 1,914,502 
3,738 3,738 
10,789 12,610. 
26,604 39,908 
31,946 10,635 
£2,026,442 £1,981,393 
£. £ 
79,223 82,011 
. 53,748 53,740 
96,640 89,161 
13,442 "13,017 
23,850 21,909 
"330 50 
776,192 818,335 
, 167,830 157,000 
815,187 746,170 
£2,026,442 1,981,393 
Е Е 
681,011 605,123 
134,176 141,047 
£815,187 £746,170 








In the case of two of the Subsidiaries the profits included are for the six months ended June 30th. 

The Revenue of the flrst six months is approximately two-fifths of that of a full year. The net Preference Dividends for 
the half year amount to £36,800. It is proposed to pay on November l6th, 1955, an Interim dividend to the Ordinary Stock- 
holders of 5 per cent actual (on the Stock as Increased In February 1955) amounting to £164,334 (net). The corresponding 
dividend paid in 1954 was 5 per cent actual, £51,254 (net) ог 14 per cent on the Increased Capital. 

In fixing this interim dividend the directors have had regard to the desirability, from the stockholders’ polnt of view, 
of reducing in some measure the cnp which has existed in the past between interim and final dividends, which last year 
on the old capital were 5 per cent and 35.per cent respectively. Accordingly the present interim dividend should not be 
regarded as giving any Indication of the total dividend. 

Special free-of-tax Interim dividends are being declared out of past. profits by Lewis's Ltd £350,000 and by Lewls’s Royal 
Polytectinic Ltd £250,000. These will have the effect of refreshing the Reserves of the compapy after thelr reduction by the 
issue of bonus shares in February 1955, and of settling certaln Inter-company Indebtedness without disturbing the cash 
holdings of the companies concerned. 

5. H. .LEAKE, 


Chairman. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Half-time Results’ 


Sir, – During the past five or six years I have had 
experience of issue of quarterly reports to shareholders 


and have concluded that the defects well outweigh | 


the. merits. 

Although the stock exchange and the financial 
papers praise the system, for a small public company 
in which the majority of shareholders are not specu- 
lators the information given has little effect on the 
share value but provides one's competitors with much 
useful information. The figures, as presented, of net 
profit before tax, debtors, creditors, and cash, cannot 
be audited if they are to be issued within, say, six 
weeks of the end of a quarter, whilst the pattern of 
business is likely to be substantially affected within 
such a short period by isolated occurrences such as a 
shipping strike, a temporary works breakdown, or 
public holidays. 

The information is published in trade papers and 
sois instantly available to customers, suppliers and 
competitors alike. If the company appears to be doing 
well, there is a clamant demand for a price reduction 
or extension of credit; if it is doing worse than the 
preceding quarter, competitors seize on the fact to 
the detriment of the reputation of the business. 

Periodic statements are all very well if the story is 
one of continuous success, but once the picture shows 
fluctuations – unless accompanied by such a full 
explanation that one might as well be doing one's 
business in the market place — one is inviting trouble 
from shareholders and customers alike. This is surely 
a case for all or none. 

The way of the pioneer in the issue of quarterly 
reports is indeed hard. So far, the few efforts already 
made in this direction by British companies have 
gone unheeded and, I venture to say, would cease if 
this could be done without loss of face. 


Yours faithfully, 
GENERAL MANAGER. 


Future Income Тах: ‘Reserve’ or ‘Provision’ ? 


Sir, – Correspondents answering Мт W. №. Andrews’ 
letter in your issue of August 20th under the above 
heading have been quick to refer Mr Andrews to 
Recommendation ITI of the Institute. Admirable as 
the recommendation is, a little thought will show 
that its adoption (companies) has the effect of 
providing for taxation liabilities of from twelve to 
twenty-three months (profits) beyond the number of 
years during which the business has been in existence 
and profits earned. : ' 

Such accounts, althoughetrue, in stating correctly 
‘the future taxation liability (at present based on the 
profits to the date thereof) hardly seem fair, unless 
future income tax is grouped with reserves and shown 


to be, at the balance sheet date, part of the equity 
interest in the company. 

Adoption of the Royal Commission's recommenda- 
tion for 'actual' profit assessment on companies for 
income tax would, I think, resolve this point beyond 
doubt: any appropriations in accounts for future 
income tax could then but only be to reserve. I am 
sure no accountant would suggest that such a change 
in tax law of itself affects accounting principles, and 
thus, under existing law, such appropriations are 
surely also reserves. 

Yours faithfully, 


Tolworth, Surbiton. K. E. HIDER. 
бтв, ~ I have read with interest Mr W. №. Andrews’ 
letter on the above subject (issue of August 2oth) and, 
while what he says is unchallengeable as to fact, 
I feel that he misses the. wider view present-day 
taxation makes advisable. 

It has long been the practice in framing balance 
sheets to distinguish between funds available for 
distribution as dividend and funds that are not. 
Since income tax, whether present or future, is an 
appropriation of profit, it seems a logical further step 
to distinguish between that part of the current profits 
appropriated to shareholders, and the part thereof 
appropriated to the Revenue department. It must be 
remembered that, assuming. prudent management, 
the Revenue department share will be paid in full, 
possibly years before the shareholders’! 

Be that as it may, there can be no doubt that the 
ordinary shareholder wants to know what the 
company has achieved for its shareholders, and what 
belongs to him net. 

Admittedly, as Mr Andrews points out, a change 
over to this system would involve providing for two 
years’ tax in the first year’s accounts, but such adjust- 
ment could be made by an allocation from general 
reserve without disturbing the normal appropriation 
of profits and the subsequent ‘picture’ shown by the 
accounts is well worth the change. The ‘popular’ 
narration then becomes ‘we have made £x net profit, 
Government will later take Гу of it, leaving £(x—y) 
which is ours to distribute or save’. 

With all due respect, I think it must be considered 
better accounting, and certainly more informative 
presentation of accounts, to emphasize that current 
profits will be subject to a large, inescapable future 
*bite', than to quibble about the actual date on which 
the bite will occur. Admittedly, the liability has not 
crystallized at the date of the balance sheet, but it is 
just as certain as if it hadl 


Yours faithfully, 


Madras, India. R. G. N. PRICE. 
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Veterinary Surgeons’ Fees 


Sm, – We have as clients a firm of veterinary surgeons. 
They have approached us on the matter of their fees 
and how they should be charged. As in the case of our 


own profession, there is no fixed scale prevailing, . 


but we wonder whether any of your readers know 
anything of the usual basis of charge. 

Our clients at present charge a fixed scale per visit, 
depending on the nature of the visit as follows: 

(a) Examinations, 17s 6d. 

(b) Inspection, 135. 

(c) Injections, 105. 

(d) Attendance, gratis. : 

(e) Charges for specific work, e.g. attendance at 
calving ~ Ad hoc fee. Drugs are charged out at 
cost. 

This rough-and-ready method is not proving very 
satisfactory and we feel sure that there must be better 
schemes in operation. | 

Yours faithfully, 
CRUX MEDICORUM. 


Costing System: Bookbinding Business 


Sm, – Perhaps some of your readers would be able to 
give me an outline of a costing system for a book- 


binding business which is mainly concerned with- 


letterpress bookbinding for public libraries. 
Yours faithfully, 
BUCKRAM. 


Balancing Charges: Ex-Road Hauliers 
Sir, - I am writing to thank you on behalf of this 
Association for your kindness in inserting my letter 
on the question of balancing charges in your cor- 
respondence column (August 27th issue). 

We would like you to know that we have had replies 
from over 250 firms of accountants, and as a result 
think it is quite possible that we have been able to 
ensure that uniform action will be taken more or less 
throughout the country. 

Once again, may I say how greatly we appreciate 
your kind co-operation. 

Yours faithfully, 
E. LAFFORD. 
Chief Accountant, 

London, W1. Roap HAULAGE ASSOCIATION. 

Directors of Limited Company: 
National Insurance 


Sm, – I have a client, A. and B. in partnership (equal), 
carrying on the business of retail electrical appliance 
dealers. On a certain date the business was converted 


into a limited Company with shareholdings as follows: 
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A. and B. are permanent directors and continue 
to run the business as hitherto. Although for tax 
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purposes А. and B. are employees of the company, 
the Ministry of National Insurance are adamant in 
their decision that for National Insurance purposes, 
they remain self-employed, the argument being that 
the directors run the company as before without a 
contract of service. I have pointed out that individu- 
ally A. and B. cannot please themselves and in any 
case C. as a shareholder must always be considered. 

The point may not appear to be of much сопве- 
quence but I have many similar cases in the office 
where I have advised working directors to stamp as 
employees and queries have not arisen. 

. Your readers’ views would be appreciated. 

Yours faithfully, 
ТОКА DATA. 


Is Your Death Duty Really Necessary? 


Sir, – We were very amused by Sir Tack 'Savoyde's' 
method of avoiding death duty (The Accountant, 
August 27th), but please can someone explain to us 
why he could not 'buy up pictures like those fellows 


at the club’? Yours faithfully, 
THREE STUDENTS. 
[Mr Е. Т. Wayne writes: Nil nisi bonum, but I am sorry 


to say that ‘Sir Tack’ had an atrocious lack of taste in 
art and he had the sense to know itl] 


Historic Costs 
Sir, – I wish to relate a personal experience of mine 
which I am sure will be of general interest . . . 

I had to return to Rio de Janeiro after a very 
pleasant but all too short home leave. We left 
Southampton on the- luxurious and venerable s.s. 
Historic (20,000 tons replacement), had good weather 
through ‘The Bay’, and I did not notice anything 
particularly untoward, other than a shortage of 
sugar basins, which I put down to bad organization. 

My berth was near the purser’s office, and after 
being a whale of a long time in Las Palmas, I inquired 
at the office when we would sail. The purser looked 
surprised and said, ‘Sorry sir, but we go no further. 
The engines are worn out, and the bottom will drop 
out any minute: report station 124, ‘C’ deck, hand 
luggage only.’ 

‘But’, I protested, ‘I can’t and don’t want to stay 
here. I’ve paid to go to Rio.’ The purser smiled 
politely and drew my attention to certain conditions 
written in minute print, upside down, from right to 
left, on the reverse side of my ticket stating that the 
amount of the passage money was based on historic 
costs and the company etc, etc. This, the purser 
pointed out was an historic trip. I sighed, wishing the 
ship had been laid down even earlier, in which case we 
might, with luck, have finished up at Madeira – а 
much more delectable spot. 

. . . then I woke up, and as the book fell from my 
hand I realized that I }аа been paying too much 
attention to this vexed question. 

Yours very untruly, 
BILGEWATER. 4 
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THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS. OF SCOTLAND 
SPECIAL GENERAL MEETING 
Training for practice and for industry 


А, special general meeting of members of the Institute 
of Chartered Accountants of Scotland was. held in 
Glasgow on September 16th. 

The President of the Institute, Sir Ian Bolton, Bt., 
O.B.E., H.M.L., LL.D., J.P., C.A., із at present in Canada, 
and in his absence Mr С.І. Stewart, M.C., С.А., Vice- 
President of the Institute presided. Extracts from 
Sir Ian Bolton's presidential address, which was read 
for him, are given below: 


EXTRACTS FROM PRESIDENT'S ADDRESS 


I think that in the history of our united Institute we can 
look back on the centenary celebrations in Glasgow as 'the 
end of the beginning'. During the four years that have 
elapsed since the amalgamation of the three Scottish 
Chartered Accountant Societies in 1951 we have had time 
to get ourselves 'aorted out' and to establish our due place 
‘оп the map’ amongst the other professional bodies. I think 
that one can fairly say that we have achieved that sense of 
unity amongst virtually all our members in common fellow- 
ship as members of a single organization wbich is so vital 
to the future of a body such as ours. 

Having thus come through our period of consolidation, 
we are now entering on the period of advance when we must 
grapple with the problems of the profession and do all that 
we can to further the interests of our members and ensure 
that they are equipped to render the fullest possible service 
in the ever widening fields open to professionally qualified 
accountants. 

I have spoken of our centenary celebrations and at this 
P I would refer to the fact that in May my sister, Mrs 

M. Campbell, and I, together with Mr and Mrs Mc- 
Dougall, represented the Scottish Institute at the diamond 
jubilee celebrations of the. Nederlands Instituut van 
Accountants. These were held at Scheveningen and were a 
great success. I had much pleasure iri being able to convey 
to our friends in the Netherlands the greetings of their 
professional colleagues of the Scottish Institute. 

In May too, and even nearer home, The Institute of 
Chartered Accountants in England and Wales celebrated the 
7sth anniversary of the granting of its Royal Charter. 
Representatives of the Scottish Institute were among the 

ests at a banquet in Guildhall, London, which His 

‘oyal Highness the Duke of Edinburgh honoured by his 

presence. We were indeed glad to share the joy of our 
Friends i in the South on that occasion. Our relations with the 
English Institute are as close and happy as could be. On 
the few subjects on which complete unanimity of views 
between them and us does not prevail, we agree in the 
friendliest possible way to differ. Variety, it ів said, is the 
spice of life, and I am sure that our co-operation with the 
English Institute is of great advantage, not only to ourselves 
but to the accountancy profession as a whole. 


Education and Training of Apprentices 


As an instance of this elernent of variety, I would refer to 
our Scottish system for the education and training of 
apprentices. Our system is uniftue in the United Kingdom — 
I would have said т the world, but we have found that there 
are certain similarities between the Canadian and Nether- 
lands systems and our own. We are the only accountancy 
body in the United Kingdom which insists that all appren- 


tices must attend university classes in certain subjects. We 
are also the only accountancy body in the United Kingdom 
which provides oral tutorial classes for its own examinations. 
We of the Scottish Institute like to think that our system is 
second to none. It is our firm intention so to keep it. You 
will remember that in 1953 the Council set up a special 
coramittee, of which Mr Thomas Lister is convener, to con- 
sider the examination and training of apprentices. That 
committee is making a complete review of the whole sub- 
ject. Its report is likely to come before the Council towards 
the end of this year or at the beginning of 1956. Тће 
committee’s work has been most thorough and far-reaching, 
and has therefore occupied a long time. I know that we all 
await its findings with great intereat. 

At this point, and without, wishing to anticipate the 
recommendations of the committee, I would like to interpose 
some purely personal thoughts about the issues that lie 
before us as an itute. 

Ever since the amalgamation of the three Scottish 
chartered accountant societies and the stimulus which 
that gave us to consider afresh our duties and responsibilities 
as members of the accountancy profession, one problem 
has been exercising the minds of very many of our 
members. The problem is this—is the training given 
to Scottish chartered accountants sufficient in the pe 
text of the modern developments in accountan 
industry, or should it be altered, and if so, how? Th 
problem has been discussed at every summer school 
Where should we go? 

"There are two aspects of the problem — training for the 


' practice of the profession and training for industry: are 


these complementary, Бање ог even mutually 
exclusive? 


Practice of the Profession 


First, as regards training for the practice of the profession — 
is the present training insufficient or sufficient, or is the 
apprentice’s programme in fact already: overloaded? 
Costing, statistics, political economy, amal tions, 
investigations, have all found their way into the syllabus, not 
to mention taxation problems which would have startled our 
predecessors of years ago. What are we really doing? In our 
drive to implant knowledge into the students do we produce 
capable, thinking men and women — which is what our aim 
should be~or do we produce chartered accountant’s 
stuffed with crammed answers who have ‘qualified’ but 
cannot apply their knowledge? Some say that we produce the 
latter. We must solve this problem for ourselves — and 
quickly — for the sake of our clients and the future of the 
profession. 


In Industry 


Now as regards industry. Industrialists speak with two 
voices. Most of them try to attract our qualified men into 
their employment. Unless they were satisfied with our men 
presumably they would not do this. Possibly they cannot at 
the moment ~ and I emphasize the words ‘at the moment’ — 
find others equally suitable, so that our professional offices 
tend to become a training school for industry. The same 
thing is happening in other parts of the Commonwealth — 
jn Canada, for example. Ys this trend a good one? 

Some industrialists are much more critical. They speak 
of electronics and other new devices, and new techniques of 
auditing and preparing figures for day-to-day use by manage- 
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ment. They tell us that we accountants are out of date — 
that industry, although bound by legal requirements as 
regards the auditing of its financial accounts, really requires 
industrial accountants expert in their chosen trade who will 
digest and interpret current figures and trends for the 
management who can then take action on them in time. 
These industrialists go further: they would have us train 
chartered accountants as management consultants, man- 
managers and the like. If they are correct that we should do 
this, what is to happen to the already overloaded syllabus? 
What is to go out and, more important, what new practical 
training is to go in? I emphasize ‘practical’. Can theoretical 
training fill the gap? I doubt it. 


Concentrate on Original Objective 


In my view our proper attitude is to concentrate on our 
original objective. We must make certain that our syllabus 
is constantly kept up to date in the light of modern con- 
ditions and is designed to achieve that objective. That 
objective should be to produce a man ~ or woman – qualified 
in modern accountancy, of balanced personality, of an 
inquiring and, therefore, receptive mind, and capable, on 
entering industry, of building on the foundations we have 
laid: a man or woman with a background of integrity and 
common sense, ready to acquire the technique of his or her 
new trade whatever it may be, ready also during an ap- 
prenticeship in industry after qualifying as a chartered 
accountant to acquire such additional arts— e.g. man- 
management – as may be needed. 

This brings me to my main point—tbe practising 
‘Master’ must realise where the profession is going and may 
go. He must keep himself up to date and strive even 
harder than before to give his apprentice not only a sound 
training in the subjects of our syllabus and the practice of 
the profession, but, above all, an attitude of mind to life. 
The apprentice must be led to face new problems as they 
arise and to acquire akill and confidence in unravelling them. 
Once this attitude of mind has been acquired it is immaterial 
whether the problems to be faced are those arising in 
professional accountan 
the future bristling with electronic brains snd magical 
computers. ЈЕ is safe to say that in the long run none of 
them will supplant human judgment, though they may lift 
its exercise to higher planes. 
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NEW MEMBERS ADMITTED 


One hundred and twenty-two persons were admitted 
to membership of the Institute at the meeting. They 
were addressed by Mr Stewart who said: 

It gives me very great pleasure indeed to welcome you as 
members of the Institute. You have just completed a long 
and trying novitiate and very shortly you be officially 
admitted as one of us. 

But before this occurs it is the duty of the President to give 
you a few words of advice – and I see from past issues of 
our magazine that they have taken full advantage of it. It 
is part of the price of your success, and the last chance we 
have on this side of the table of speaking to you as master to 
pupil. In a few minutes’ time this relationship will cease to 
exist and thereafter you can quietly ignore us or, if. we 
persist in our well-meaning exhortations, you can vote us 
out of office. 

Great Changes 


There is little I can tell you to reinforce your professional 
knowledge. The fact that you have just passed an examina- 
tion, which few, if any, of your seniors could now attempt 
with any hope of success, is proof enough of that. ‘The 
profession, as you may suspect, is operating in a rapidly 
changing world and I have no doubt you will experience 
great changes in a comparatively short term of years. 
But human nature is unlikely to change —and therefore, 
the paramount necessity is that our professional conscience 
should remain clear and untarnished. You belong to a select 
and honourable profession which was not built up over- 
night. For over a hundred years it has upheld the scales of 
commercial morality and in the eyes of а public that knows 
no frontiers we possess the yard-stick of what is right and 
wrong in business today. Changing circumstances will not 
alter our responsibility іп that respect. 

In the course of my life I have had the good fortune to do 
a certain amount of travel and, as you would expect, on 
such occasions I have often been asked my occupation and 
where I come from. My reply has been ‘a Scottish red 
accountant’, surely a combination of virtues any man would 
be glad to shelter behind. 

То live worthily up to this description is the best rule of 
conduct I can give you, the strongest safeguard against 
trouble, and a passport to the company of honest men 
throughout the world. 


NOTES AND NOTICES 


Personal 
Messrs Epwin Jones & Co, Chartered Accountants, of 
3 John Street, Bedford Row, London, WC1, announce 
' that as from September 28th their address will be 
42 Sunny Gardens Road, Hendon, London, NW4. 
Telephone: Sunnyhill 3882. 

Messrs Тномаз LEECH & Son, of Richmond Cham- 
bers, Richmond Terrace, Blackburn, announce with 
regret the death, on September 8th, 1955, of their 
senior partner, Mr THomas LEECH, F.A.C.C.A. The 
practice will be carried on by the surviving partner, 
Mn THOMAS LEECH, F.C.A., under the same style as 
before. 

Messrs Hopcson, Harris & Co, Chartered Account- 
ants, of Bank Chambers, Parliament Street, Hull, 
announce with regret the death of Mr HAROLD 
FanNABY STRACHAN, F.C.A., а partner in the firm. 
Ап obituary notice appears in another column. 

Mr AUSTEN WHITE, A.C.A., A.C. W.A., A.M.LI.A., of 
65 Sandringham Road, Worcester Park, Surrey, 
announces that he has now opened an office at 22 


St James’ Road, Kingston-on-Thames, Surrey, and 
will in future practise from both addresses. 

Messrs Dunn, WYLIE & Co, Chartered Accountants, 
announce that on September rgth they removed their 
offices from No. 5 to No. то Drapers’ Gardens, 
Throgmorton Avenue, London, EC2. Telephone: 
National 9927-8. 

Messrs Р. Е. Prerce & Co Incorporated Account- 
ants, of 13 Cannon Street, Accrington, announce that 
their telephone numbers are now: Accrington 5216-7. 

Messrs E. FREEDMAN & Co, Chartered Accountants, 
announce that they have moved to new offices, the 
address of which is St Paul's House, 20-22 St Paul's 
Street, Leeds, 1. 


London Transport Executive 
Mr І. C. Hawkins, F.5.4.4., a member of the Council 
of The Society of Incorpdrated Accountants, has been 
reappointed a full-time member of London Transport 
Executive as from October rst, for a period of five years. 
'The reappointment of Sir John Elliott as chairman 


September 24ћ, 1955 


of the Executive, and of the other full-time members, 
Mr A. H. Grainger and Mr B. H. Harbour, for a 
similar period, ‘have also been announced by the 
Ministry of Transport and Civil. Aviation. Lord 
Williams has been reappointed as part-time member, 
and Mr Anthony Bull, chief staff and welfare officer of 
the Executive, will become a full-time member of the 
Executive on October rst, in the place of Mr John 
Cliff, who, at his own request, is to retire. 


Professional Notes c= = 

Мг Eric Wilshire, a.c.a., has been appointed to 
the board of directors of Joseph Mason & Co Ltd, 
paint manufacturers, Derby, of which company he 
has been secretary and accountant for the past seven- 
teen years. He is also a director of Isaac Mason & 
Son Ltd, Derby, Wright Supplies (Leicester) Ltd, 
and Associated Paint Manufacturers Ltd, of London. 

Mr D. W. Kent, B.A., A.C.A., has been appointed 
managing director of Igranic Electric Co Ltd, 
Bedford. 

Obituary 
HAROLD FARNABY STRACHAN, F.C.A. | 

Tt was with deep regret that we learnt of the death, 
in a Scarborough nursing home on September r4th 
after a short illness, of Mr Harold Farnaby Strachan, 
Е.С.А. Mr Strachan was a partner in the firm of 
Hodgson, Harris & Co, Chartered Accountants, 
having been associated with that firm for more than 
forty-eight years. He was admitted an Associate of the 
Institute in 1923, and elected a Fellow in 1949. 


At the time of his death, Mr Strachan was entering . 
into the second year of his presidency of The Hull, - 


East Yorkshire and Lincolnshire Society of Chartered 
Accountants; during the previous уеаг he had attended 
the annual dinners of practically all the other district 
societies. 

Prior to becoming vice-president of the district 
society he was the honorary treasurer for many years. 
He was the honorary secretary for the Institute's 
autumn meeting in Scarborough in 1953. Mr 


Strachan was one of the original members of the. 


Taxation and Research Committee of the Institute 


апа was again appointed to it three years ago, so that · 


he had in all served nine years on that committee. 
He had acted as chairman of sub-committees. 


Mr Strachan served throughout the First World - 


War with the roth (Commercial) Battalion of the East 
Yorkshire Regiment. He was a Past-master of the 
Kingston Lodge (1010) and was First Principal of the 
Kingston Chapter. XU 


Revolving Fund for Industry 
The Board of Trade have accepted a recommendation 
from the independent Advisory Committee that all 
revolving fund loans offered after September 17th, 
1955, shall until further notice bear interest at 5 per 
cent per annum, subject to any exceptions which the 


Committee may consider desirable in particular cases. : 


The fund is available to assist projects intended to 
improve productive efficiency in small and medium- 
sized manufacturing concerns. ^ ^ ^ c se 
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` South-west London Discussion Group 
The 1955-56 session of the South-west London 
Discussion Group of the London and District 
Society of Chartered Accountants commences on 
October 3rd, when Mr R. O.' A. Keel will open a 
discussion on ‘Co-partnership and profit-sharing’. 

Meetings are held on the first Monday of each 
month at 6.45 for 7 p.m. at The Kingston Hotel, 
Kingston upon Thames. 

New members are always welcome and those 
interested in joining the Group should write to 
Mr J. Mitchell, c/o The P. & O. Steam Navigation 
Co, 122 Leadenhall Street, London, EC3. 


The Chartered Accountant Students’ 
| Society of London 
BADMINTON CLUB . 
The Chartered Accountant Students! Society of 
London Badminton Club will hold a trial match at 
Nine Elms Baths, Battersea, on Saturday, October 
15th, which will start at то a.m. and finish not later 
than 2 p.m. The results of this trial will form the 
basis of selection of teams to represent the Society in 
Subsequent matches and members interested in 
playing are invited to write to the hon, secretary, 
Mr L. Ј. Goodwin, 11 Dorcis Avenue, Bexleyheath, 
Kent, as soon as possible, for further details. ° 


SEVENTY-FIVE YEARS AGO . 
· From Ge Accountant or SEPTEMBER 25TH, 1880 
A léading article entitled — | 
PE COMPULSORY BOOK-KEEPING. £o 
The letter of "An Accountant,” published in The 
Times of Thursday, will probably do some good, not 
because it contains anything which has not been said 
before, in some quarters at least, but because it is 
necessary, as the late President Lincoln put it, to 
“keep pegging away” at evils for a long time before. 
legislators become seriously convinced of the neces- 
sity of applying remedies. How far we are behind 
Ване egislation—notably that of Sweden—we 
have in a recent issue endeavoured to show: while as 
to the good which would result from the adoption of 
stringent provisions under this head, that almost 
“goes without saying"—as the French put it. “An 
Accountant” пау cones the experiences of many of 
his professional brethren in declaring that in the 
majority of small-insolvencies there are either no 
books at all, or the books have been very imperfectly 
kept. Investigations would involve time and expense, 
and as creditors are generally averse both to further 
expenditure and to delay, they often take what is. 
offered, and put up with the loss. Аз the writer says, 
the absence of a legal obligation to keep proper books ` 
is a. premium to the fraudulently disposed, in that they 
are sheltered by the knowledge that their transactions 
cannot be traced. On the other hand, the lack of 


compulsory provisions under this head induces the 


trader who no fraudulent intent to go on in 
ignorance of his real position: so that in either case the. 


loss ultimately falls on the: créditors. 
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THE INSTITUTE OF CHARTERED 
ACCOUNT ANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 

. ship and applicants admitted to membership at the 
Council Meeting held on September 7th, 1955, who 
completed their Fellowship or Membership before 
September 20th, 1955. 


e $ Associates elected Fellows 


Bain, Maurice Garrick; 1934, A.C.A.; (A. J. Downs & Co), 
Union Bank Ch ambers, Еру S , Grimsby, and at 
Hull, (A. J. Downs & Co) and (J ffrey Hanwell & Co). 

Eric Marx; · 1949, eye (*Henry Finck & 
Beecham), 62-64 Brook Street, London, Wi. 

Clarke, John Edward Kenyon; 1950, A.C.A.; (Viney, Price 

& Goodyear), Empire House, St Martin’ s-le- Grand, 


London, ЕСІ, апа 22 Ryder Street, St James’s, London, | 


SWr. 

Housden, Norman Charles Nelson; 1949, А.С.А.; (Geo. 

' Little, Sebire & Co), Adelaide House, London Bridge, 
London, EC4, and 316 Fore Street, Edmonton, London, 
Мо; also at St Albans. 

Howarth, Donald Crossley; A.C.A; (*Rowley, 
Pemberton & Co), Lloyd's Building, 3-4 Lime Street, 
London, EC3. 

Howarth, William Woodhead; 1936, А.С.А.; (Robert 5. 
Lord, ‘Wareham & Co), 6 "Brewer Street, St Aldate'a 
Street, Oxford. 

Marks, Alfred; 1939, А.С.А.; (A. Marks & Co), 69 Wimpole 
Street, London, Wr 

Newsholme, Leonard Wilkinson; 1923, A.C.A.; (Titus 
Thorp & Ainsworth), 11 Winckley Street, Preston. 

Sorene, Gerald; 1940, А.С.А.; (Leigh, Sorene & Lawson), 
146 Oxford treet, London, Wi. 


(Not in England or Wales) 


Satchithananda, Kumaraswamy,  B.8C.; , ACA? 
(Satchithananda, Schokman, а етилен ), Australia 
Buildings, York Street (P.O. Box 918), Colombo, 1, 
Ceylon, and at Jaffna. 


Admitted as Associates 
(n Practice) 
Dover, Мах, в.сом., 3 Gwydrin Road, Liverpool, 18. 


Fisher, Colin (Fisher, Sassoon & Co), Havinden House, 71 
Baker Street, London, Wr. 


Greene, Melvyn (M. Greene & Co), 86 Lordship Road, 
London, N16. 


Raine, Cyril Simon, 52 Osborne Road, Forest Gate, 
London, E7. 
(Not in Practice) 


Aaronson, Bernard, 62 Regent's Park Road, Finchley, 
London, N3. 
Market 


Adams, David Howson, Longford Old Hall, 
Drayton, Shropshire. 

Addy, Thomas William, with Wykes & Co, 24 Friar Lane, 
Leicester. 

m Brian Thomas, 45 Surbiton Hill Park, Surbiton, 


е William, 406 Rednal Road, West Heath, 
Б 31. 





* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


Anderson, Nigel Charles, with Agar, Bates, Neal & Co, 106 
Edmund Street, Birmingham, 3 

Anson, John Patrick, with Oakley, Wederell & Co, Balfour 
House, 119-125 Finsbury Pavement, London, ЕСа. 

Archbold, John Keith, 56 Greenfield Road, Meadowhead, 
Sheffield, 8. 

Archer, Dudley Ian, Loddon Court, Wargrave, Berks. 

Armstrong, Christopher John, with James, Edwards. & Co, 
Salisbury House, London Wall, London, ECa. 

Arnold, Derek Michael, with Graves, Goddard & Horton- 
Stephens, 7 Pavilion Parade, Brighton, r. 

Aspin, Eric Vincent, M.A, LL.B., with “Dean & Son, 4 
Market Square, Stafford. 

Aspinall, Anthony Breese, 7 Pilkington Avenue, Sutton 

oldfield, Warwickshire. 

Austin, David Brecknell, 8 Stein Road, Southbourne, near 
Emsworth, Hants. 

Austin, Peter, 76 Hinton Road, Hereford. 


Bannister, Samuel Albert Golledge, with Leach, Bright & 
Co, 12 The Green, Richmond, Surrey. 

Barr, Alan Murray, c/o Bar & Mosco, 44 Corporation Street, 
Manchester, 2 

Bateman, Alan George, with Flint & Thompson, Union 
Chambers, 63 Temple Row, Birmingham, 2 

Beer, Michael John, 61 Furniss Avenue, "Totley Rise, Shef- 


field. 

Beet (Miss), M: t Ann, with *Kirkman, Manning & 
Kay, 103-107, Queen Street, Sheffield, 1. 

Behrend, David Michael, B.A., Friends Hall, Neston, Wirral, 
Cheshire. 

Belfer, Daniel Walter, with Febeson & Arbeid, 63-65 
Piccadilly, London, W1. 

Benson, Collen Eyres, B.A., with *Hogg, Bullimore & Со; 
20 Copthall Avenue, London, EC2. 

Bishop, Kenneth Godfrey, with Pike, Russell & Co, Adam 
House, 1 Fitzroy Square, London, W1. 

Blackburn, Keith Norman, B.COM., with Shipley, Blackburn, 
Sutton & Со, Broadmead House, 21 Panton Street, Hay- 
market, London, SW1. 

Bond, John Michael, 565 Crewe Road, Wistaston, Crewe. 

Brailsford, Harold Bower, with Bowyer, Tiplady, Fordham 
& Со, 4 and 5 Copthall Court, London, ЕСа. 

Britton, Derek Oswald, 65 Windsor Road, Denton, near 
Manchester. 

Browne, Michael John, 65 Normanby Road, Dudden Hill, 
London, NW1o0. 

Buckle, Michael Hubert Parker, with C. L. Dain & Co, 
Westminster Bank Chambers, Market Square, Lichfield, 


Staffs 
Bulman, leg dm John, Valley Cottage, Wolviston Road, 
Billingham, Co Durham, 

Bulman, Ronald Hamilton, в.сом., with *Jewitt, Sparrow 
& Swinbank, Barrington House, 2 Bowesfield Lane, 
Stockton-on-Tees. 

Burgoyne, David George, B.A.(coM.), Marine Flat, Chapel 
Street, Sidmouth, Devon. 

Burrows, Michael John, 23 The Chine, Stapleton, Bristol. 

Butler, Percy James, B.A., with *Peat, Marwick, Mitchell & 
Co, 11 Ironmonger Lane, London, ЕСа. 


Сов Сп George Сесії Charles, 81 Huntingdon Road, Thorpe 


Carreck, John Raymond? 685 Broad Street, Teddington, 
Middlesex. 

Carvell, Ronald Stanley, with Wade, Harrison & Co, 4 
Tokenhouse Buildings, King’s Arms Yard, Moorgate, 
London, ECa. 


September 24th, 1955 


Cass, Malcolm Gerald, with *Goodman, Jones & Co, 77 
Portland Place, London, Wi. 

Champness, Ronald Douglas, with H. Graham King & Co, 
16 Mumford Court, Lawrence Lane, London, ЕС2. 

Chaplin (Mrs), Norah Patricia, with Wright & Westhead, 
| 324 Darlington Street, Wolverhampton. 

Chapman, Francis David, 50 Dryburgh Gardens, Kings- 
, bury, London, NWo. 

Chapman, Roger Stanley, B.A., with Henderson, Duthie, 
Spence & Co, 9 Clement’s Lane, London, ЕСА. 

Charles, Eric ” Arnold, 73 Wellington Avenue, South 
Tottenham, London, №5. 

Charters, Philip Arthur, with Griffin Stone, Moscrop & 
„Со, a1 Manchester Square, London, Wr. 

Chedgey, Sidney George, with *Pannell, Crewdson & 
‘Hardy, 9 Basinghall Street, London, EC2. 

Cheesman, Ronald Frederick, with W. A. Scott & Co, 50 
| Cannon Street, London, EC4. 

Clarke, Clive Houghton, 64 Piggottshill Lane, Harpenden, 


Herts. 
Clifford, Carl Stephen, ‘Beechdale’, Easthorpe, Southwell, 
: Nottin hire. 


ghams 
Cohen, Bernard Michael, 6 Lochbie, Crouch Hill, London, 
4 
Cohen, Harvey, 15 Oakfields Road, London, NW11. 
Colli ighan, Neville, B.A.(COM.), with Peter Gregson & Co, 
hapel Walks, Manchester, 2. 


Collins, Brian Arthur, 28 Cambridge Road, Teddington, . 


Middlesex. 

Collins, Lionel Edward Lobjoit, with Hemsley Miller & Co, 
5 Cheapside, London, ЕСа 

Cope, Allen Henry, with Walker, Murray & Co, Brassey 
House, New Zealand Avenue, Walton-on-Thames, 
Surrey. 

Crabtree, Eric, 316 Fairfield Road, Droylsden, Manchester. 

Craig, John Gordon, with Derbyshire & Co, Bentinck 
Buildings, Wheeler Gate, Nottingham. 

Crapnell, Anthony Jack, 27 New Road, Brighton, 1 

Crawford, Colin William, Castle Bridge House, North 
Warnborough, near Basingstoke. 
Criddle, Maurice William with Ware, Ward & Co, Lloyds 
Bank Chambers, 1 Vaughan Parade, Torquay, Devon. 
Crook, Barry Freeman, with *Chalmers, Wade & Co, 5 
Fenwick Street, Liverpool, 2. 

Cross, Colin William Howard, 5 Britwell Road, Sutton 
Coldfield, Warwickshire. 

Croudson, David, B.coM., 228 Lidgett Lane, Leeds, 17. 

Crump, Deryk Patrick, with Sharp, Parsons & Co, 120 
Colmore Row, Birmingham, 3- 

Curnberbatch, Ian, with Rushton, Toulmin & Foster, 31 
Winckley Square, Preston. 

Curd, Ian Cruickshank, 4o Iverna Gardens, Kensington, 
London, W8. 

Cutner, John, Flat 110, Dorset House, Gloucester Place, 
London, NWi. 


Dagnell, Michael Peter, with de Paula, Turner, Lake & Co, 
17 Coleman Street, London, ECa. 

Davies, Eric Charles, 108 Hillside Gardens, Barnet, 
Hertfordshire. 

Davis, Donald Conway, 4o Lynnbank Road, Calderstones, 
Liverpool, 1 

Davis, Kenneth, 40 Emery Street, Walsall, Staffs. 

Davis, Michael John, with Edmund D. White & Sons, 578 
and 380 Salisbury House, London Wall, London, ECa. 
Dean, Graham Raymond, Mill Cottage, Windsor Road, 

Chobham, Woking, Surrey. 
de Zouche, Richard Bearder, ‘Westbury’, Earle Drive, 
Parkgate, Cheshire. 

Dibben, Kenneth Francis, в.сом., with Kemp, Chatteris & 
Co, St Swithin’s House, 37 Walbrook, London, EC4. 
Dicker, Norman Douglas, 37 Chichester Road, Edmonton, 

London, Ng. 
Dillon, Gerard Joseph, 29 Brookhead Drive,. Cheadle, 
Cheshire. 
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Dixon, Roger, with Brannan, White & Charlton, Blossoms 
Inn, 23 Lawrence Lane, Cheapside, London, ЕС2. 

Dodson, Peter Brian, B.A., with Lightfoot & Smith, Bank 
· Chambers, Old Market Square, Nottingham 

d'Olier-Lees, Edmund Campbell, with F. W. Smith, Riches 
& Co, Hastings House, 10 Norfolk Street, "Strand, 
London, WCa. 

Donnelly, Alfred Parkin, в.сом., Link House, Blenheim 

' Road, Grand Drive, Raynes Park, London, SW2o. 

Down, Michael Kennedy, with Edward Moore & Sons, 
Thames House, Queen Street Place, London, EC4. 

Drake, David Keith, with 'Treacher, Hervey Morris & Co, 

en High Holborn, London, ҰС. 
Dug e, Keith Stuart, B.A., with *Martin & Acock, 
Westminster Bank Chambers, 69 London Street, 
Norwich. 


Eden, Eric Arthur, with Cecil Tildesley & Tonks, Metro- 
olitan Chambers, Lichfield Street, Wolverhampton. 
Edw ards, Eric William, 28 Tudorville Road, Lower 

` Bebington, Wirral, Cheshire. . 

Edwards, Norman John, B.A., with *Hill, Vellacott & Co, 
od Courts Chambers, 33-34 Chancery Lane, London, 
WC2. 

Elliott, Anthony Gordon, with Stoy, Hayward & Co, 22, 
‘Upper Grosvenor Street, London, Wr. 

Ellis, Cyril Allan Gerald, with Mayor, Cuttle & Co, 52 New 
London Road, Chelmsford. 

Emery, Kenneth John, 69 Jessel Road, Birchills, Walsall. 

Epstein, Maurice, 121 Clissold Crescent, Stoke Newington, 
London, N16 

Epstein, Raymond, 121 Clissold Crescent, Clissold Park, 
London, N16. 

Escow, Maurice, with Rhodes & Rhodes, 295 Regent Street, 
-London, W1. 

Eyley, Eric, with C. F. Gothard, 30 Union Street, Burton- 
on-Trent. 


Feavers, Charles Michael, 210 Browfoot Gate Lane, 
Halifax. 

Felstead, Dennis William, with Shuttleworth 8 Haworth, 
Lloyds Bank Buildings „Ка Street, Manchester, 2 

Fenwick, John Gordon. 15 St Peter's Hill, Caversham, 
Reading, Berks. 


Filmer, Bruce John, B.A., ra Perceval Avenue, London, 


NW3. 

Fisher, Walter Moss Barnett, with Wilkinson, Chater & 
Co, 28 Queen Street, London, EC4. 

Fitton, Geoffrey, 15 Тће Scarr, Newent, Gloucestershire. 

Fitton, John, B.A., with A. J. Downs & Co, Union Bank 
Chambers, Riby Square, Grimsby. 

Foster, Colin, B.COM., with Rushton, 'l'oulmin & Foster, 31 

.. Winckley Square, Preston. 

Foster, Roy William John, with Davie, Parsons & Co, 6 
Bishopsgate, London, ECa. 

Frazer, Ian William, Forfrae House, Heronway, Hutton 
Mount, Shenfield, Essex. 

Freeman, Leonard Francis, 72 Henley Road, Bell Green 


Coventry. 

Frere, Lionel Peter Dyve, with Turner, Hamilton & Wilton, 
35 St Leonard’s Road, Bexhill-on-Sea, Sussex. 

Furnell, David Joseph, with Barker, Smiles & Co, 6 Grafton 
Street, London, Wr. 


Gadd, Bernard, with Frank & Price, Pilgrim House Cham- 
bere, 8 South Street, Boston, Lincs. 

Galleway, William Henry, B.COM., 26 Argyle Road, Whitby, 
Yorkshire. 

Gard, Graham Cecil Haidon, 300 Hagley Road, Edgbaston, 
Birmingham, 17. 

Gascoyne, Edward Ray, B.8C.(ECON.), 7 Damer Terrace, 
Chelsea, London, SW10. 

Gillett, John Buckley, with Herbert Hill & Co, 
Salisbury House, London Wall, London, EC2. 
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Glor, Gordon Adolf, ‘Lonay’, Harp Hill, Cheltenham, 

os. ; 

Glover, Kenneth David, with Richards, Russam & Co, 
Martins Bank Chambers, 2A Tyrrel Street, Bradford, 1. 

Goodwin, Bernard, with Jayson, Arnold & Fowell, 34 South 
Molton Street, London, W1 

Gordon, Alexander Duncan, M.A., with Forrester, Boyd & 
Co, 26 South St Mary’s Gate, Grimsby. 

Gordon, Eugene, 43 Bar Street, Burnley. 

Grace, Harold Minshull, B.com., with Harmood Banner, 
Lewis & Mounsey, 24 North Jobn Street, Liverpool, 2. 

Grange-Bennett, Anthony Jobn, with Fincham, Vallance & 
Co, 3 & 4 Clement's Inn, Strand, London, WCa. 

Granger, Brian Charles, 22 West Avenue, Finchley, 
London, N3. 

са Peter Airth, Oatlands Park Hotel, Weybridge, 

urrey. 

Green, Michael David, 39 Cranley Gardens, Palmers Green, 
London, N13. 

Griffith, John Huw Price, with Herasley Miller & Co, 5 
Cheapside, London, ЕСа. 

Grimes, Thomas Edward, with Smallfield, Fitzhugh, Tillett 
& Co, 24 Portland Place, London, Wr. 

о Anthony Robert, 236 Wollaton Road, Notting- 


Guminski, Jan Antoni, B.8C.(ECON.), with Febeson & Arbeid, 
63 & 65 Piccadilly, London, 

Hall, Brian Neale, with Larking & Larking, Invicta Cham- 
bers, Pudding Lane, Maidstone, Kent. 

Halloran, Conrad Thomas, North Lodge, The Oaks, 
Carshalton Beeches, Surrey. 

Halton, John, with MacIntyre, Hudson & Co, Craig’s 
Court House, 25 Whitehall, London, SW1. 

Hanson, Charles Richard, “The Mount’, Ossett, Yorks. 

Hanson, John Douglas, 22 The Avenue, Loughton, Essex. 

Harding, Gerald Dudley, в.сом., with Maurice С. Dadley 
& Co, Stoneleigh Chambers, 2 Queens Road, Coventry. 

ves, Theodore Henry, with Wykes & Co, 24 Friar 

Lane, Leicester. 

Harris, Jeremy Mark Littleton, with Bourner, Bullock & 
Co, 17 Albion Street, Hanley, Stoke-on-Trent. 

на Malcolm Walter, 12 Hopton Road, Cam, Dursley, 

08. 

Harvey, Stephen John, 7 Merton Road, Southsea, Hants. 

Hawkins, William John, 6 Rickerscote Road, Stafford. 

Hayton, Robert, with Walton, Watts & Co, Chancery 

hambers, 55 "Brown Street, Manchester, 2 

Herring, Brian John, with Layton-Bennett, Billingham & 
Co, 23 Blomfield Street, London, ECa. 

Hesp, George Arthur, 63 King Edward Road, St Helens, 
Lancashire. 


Hinchliffe, David Nelson, 29 Olive Road, Timperley, 

eshire. 

Hinton, Cecil Robert Hamilton, with Heathcote & Coleman, 
69 Harborne Road, Edgbaston, Birmingham, 15 

Holt, Roy Tattersall, в.сом., with Howle, Sewell & Neep, 8 

. Waterloo Street, Birmingham, 2. 

Horn, John Isi, B.A., with Smallfield, Fitzhugh, Tillett & 
Co, 24 Portland Place, London, Wi. 

Horton, Ernest James, with R. F. Frazer & Co, 265—275 
Martins Bank Buildings, Water Street, Liverpool, 2. 

Mi b Peter, Woking, 

urrey. 


Hutchinson, Jobn Michael, ọ Charlemont Crescent, West 
Bromwich, Staffs. 


‘Sundown’, Onslow Crescent, 


Ive, Leslie James, with Shipley, Blackburn, Sutton & Co, 
Broadmead House, 21 Panton Street, London, SW1. 


Jeffrey, David Frederick, в.сом., 348 Heath Road South, 
Northfield, Birmingham, 31. 

Jenkins, David Maxwell, 8.8c.(gcon.), with Cooper Brothers 
& Co, 14. George Street, Mansion House, London, EC4. 

J enans, Glyn Alva, 2 Cilfig Avenue, Llanelly, Carmarthen- 
shire, 
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Jessup, Alan, 65 Main Road, Gidea Park, Romford, Essex. 
Tones, Gordon William, *Balfron' ; Marytwill Lane, Newton, 
Mumbles, Swansea. 
Jones, Peter Duniam, в.сом., with *T'urquand, Youngs & 
Co, 19 Coleman Street, London, EC2. 
Jones, R Robert Bryan, 20 Bodhyfryd Road, Llandudno, N 
ales 


Jones, Roy Neville, 7 Greenridge Road, Handsworth Wood, 
Birmingham, 20. 


Kendal, Ronald, 32 Sandon Street, Darwen, Lancashire. 
Kettlewell, Frederick John, в.сом., 5 Kent Drive, Harro- 


gate. 
Kep Roy Jobn, 30 Tressillian Roed, Brockley, London, 


King, Laurence Louis, with Jayson, Arnold & Fowell, 34 | 
South Molton Street, London, Wr. 

Knill, Bruce Thomas Hicks, 26 Spenser Road, Herne Bay, 
Kent. 

Knowles, Cyril Alan, with Simon Jude & West, Lloyds 


Bank Building, тг pi Ф Victoria Street, Liverpool, 2. 
Knox, Peter udley House, Ladbroke Road, 
Redhill, Bude c 


Kyte, Donald William id ‘Severn View’, Woolaston, 
near Lydney, Glos. 


Lamb, -Derrick Ronald, with *S. McCombie & Co, тА 
London Road, Stevenage, Herts. 

Lambeth, William Leslie Lambert, 18 Birchwood Avenue, 
Beckenham, Kent. 

Laysell, William Kenneth Rugg, with Bennett, Nash & Co, 
69 Gloucester Place, London, Wr. 

Leaf, Alan Stanley, with *Prior & Palmer, General Build- 
ings, Bridlesmith Gate, Nottingham. 

Ledward, John Miles, with T. О. Williems & Davies, 
Prudential Buildings, St Philip's Place, Birmingham, 3. 

Lees, William John, with C. Stanley. Dawson & York, 54 
Southbourne Grove, Southbourne, Bournemouth. 

Lewis, Eric Keith, 284 Carr Road, Northolt, Greenford, 
Middlesex. 

Liddle, Peter Geoffrey, with William H. Hutchinson & 
Dunford, Commercial Union Buildings, 47 Pilgrim Street, 
Newcastle upon Tyne, 1. 

Littmen, Anthony Frank, 21 Jesmond Road, Hove, 3, 

Lock, Christopher John, ‘Park View’, Much Надћат, 
Hertfordshire. 

Love, Michael John, 46 Day's Lane, Biddenham, Bedford. 

Lowe, James, B.A.(CoM.), with Burne, Phillips & Co, 207 
Deansgate, Manchester, 3. 

Luckman, Kenneth John, 27 Richmond Road, Coulsdon, 


Surrey. 
Lusty, John Peel, Budleigh House, Second Avenue, Frinton- 
on-Sea, Essex. 
Lyons, J obn Aloysius, with Haskew, Тула & Co, 3 Cherry 
Street, Birmingham, 2 


Mackenzie, John David Hay, ‘Morefield’, Carlton Road, 
Horsell, Woking, Surrey. 
McMillan, Michael Donald, Kidbrooke 
Blackheath, London, SE3. 
Me Peter Joseph, 13 The Little Boltons, London, 
IO 
Mahaffey, Matthew Ian, 3 Eden Mount, Stanwix, Carlisle. 
Main, Donald Ian, with *Pannell, Crewdson & Нагду, 
9 Basinghall Street, London, ЕС2. ' 
ате, Gordon Henry, 54 Chestnut Avenue, 
well, Surrey. 
Marks, Gerald, 4 Butt Hill Drive, Prestwich, Manchester. 
Marland, David Roderick, в.А.(СОМ.), 12 Blackroot Road, 
Sutton Coldfield, Warwickshire 
Marlow, Kenneth Reginald, 67 " Sladepool Farm Road, 
King’s Heath, Birmingham, x 
ud Reginald John, 1:22 ИА -Road, Bromley, 
t. 


xoi Grove, 
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Marsh, Norman Dobson, with *Satterthwaite & Pomfret, 
187, "Stanley Road, Bootle, Liverpool, 20. 

Marshall, Tony Richard, В.А., with A. C. Palmer & Co, 
Regent House, 45 Sheep Street, Northampton. 

Martin, Godfrey ee with Reads, Cocke & Watson, 
Leith House, 47 Gresham Street, London, ECa. 

Masters, John Henry, 485 Fox Hollies Road, Hall Green, 
Birmingham, 28, 

Measor; William Anthony, Haverfield, King’s Langley, 

erts. 

Mehta, Jal Maneckshaw, B.A., LL.B., c/o Dr Е. S. Banatvala, 
97 Francis Road, Leyton, London, Ero, 

Mellalieu, John Turton, 24 Breck Road, Poulton-le-Fylde, 
near Blackpool. 

Mellody, Bernard, 136 Moss Street, Blackburn. | 

Menzies, Alan Brown, gt Church Lane, Eaton, Norwich. 

Metcalfe, Leonard Douglas, B.COM., with Frank Brown & 
Walford, Finkle Chambers, Finkle Street, Stockton-on 
Tees, Co. Durham. 

Мезе Ronald, 42 Oldhill Street, Stamford Hill, London, 
N16. 

Millington, Brian John, with T. A. Nicklin & Co, Shell 
Buildings, Long Lane, Blackheath, Staffs. 

Montriou, Christopher Lancelot, 57 Brooklyn Road, South 
Norwood, London, SEa5. 

Morgan, John Gareth, B.A.(COM.), with Parsons, Jolliffe, 
Davies & Со, County Buildings, Market Street, Ebbw 
Vale, Monmouthshire. 

Morshead, Piers Nigel, B.A., with “George A. Touche & 
Bey. Suffolk House, Laurence Pountney Hill, London, 
E 

Moss, Michael Eric, ‘Firle’, 
‘Buckinghamshire. 

Mowlem, Graham Victor Charles, 9 St Hubert Road, 
Andover, Hants. 

Myers, Gerald Joseph, 9 Heathfield Park, London, NWa. 


Camp Road, Gerrards Cross, 


Napier, Keith Charles, 
Nottingham. 

Nash, Derek Herbert, 9 Glenlyon Terrace, Southampton. 

Nathan, Raymond, with H. Sacks, 14-18, Queen Victoria 
Street, London, EC4. 

Naylor, Derek Arthur, 3 Dent Street, ''amworth, Staffs. 

Newton, Trevor, 509 Kettering Road, Northampton. 


5 Villiers Road, Woodthorpe, 


O’Bryen, Christopher Mark, B.a., with Annan, Dexter & 
Co, 21 Ironmonger Lane, London, ЕС2. 

O'Rorke, Timothy Mawdesley, B.A., with *George A. 
'Touche & Co, Suffolk House, Laurence Pountney Hill, 
London, EC4. 

Osner, Ramon Daniel, with Barton, Mayhew & Co, 
Alderman's House, Bishopsgate, London, EC2. 

Owen, Deryck, with Foster, Finn-Kelcey & Co, 21 Bank 
Street, Ashford, Kent. 


Page, John Ross, 173 Eastworth Road, Chertsey, Surrey. 

Painter, Ernest, with Rowley, Pemberton & Co, Lloyds’ 
Building, 3 & 4 Lime Street, London, EC3. 

Palmer, Edward Bennet, B.A., The Manor Gate, Sonning-on 
Thames, Berks. 

Pardoe, Bernard Frederick Jones, m.a., with Black, 
Geoghegan & Till, 67 Watling Street, London, EC4. 
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Partridge, Peter Damian, B.coM., with Rchd. Ormond, 
Son & Dunn, Union Chambers, 41 Grainger Street, 
Newcastle upon T'yne, 1. 

Patoux, John Lucien, "Ihe Anchor’, 
‘Danbury, Essex. 

Perkins, John, 19 Church Avenue, Harrogate. 

Peters, Peter, with Hope, Agar & Co, Pinners’ Hall, Austin 
Friars, London, ECa. 

Piper, Andrew George, B.COM, with Newman, Biggs & Co, 
14 Harborne Road, Five Ways, Edgbaston, Birmingham, 


15. 

Pittom, Thomas, with *Baker & Co, Castilian Chambers, 
Castilian Street, Northampton. 

Platt, John Edward, 22 Prince’s Drive, Skipton, Yorkshire. 

Pollinger, George Edward, with K. W. Latter & Co, 28 
Baldwin Street, Bristol, 1. 

Pols, David Francis, with Hartley, Keen & Co, 77 & 79 

: High Street, Southend-on-Sea, Essex. 


Runsell Green, 


Pope, Gordon Robert, with Sewell, Hutchinson & Co, 


Balfour House, Finsbury Pavement, London, EC2. 

Pope, Kenneth, with Williams, Stoker & Co, 9 Bedford Row, 
London, WC1. 

Powell, Derek John, 187 Moulsham Drive, Chelmsford, 
Essex. 

Powles, John Richard, 
Guildford, Surrey. 

Pownall, David Selby, 5r Chesterfield Road, Leyton, 
London, Ето. 

Price, Arthur Stanley, with Baker Bros, Halford & Co, 14 
Millstone Lane, Leicester. 

Priseman, Geoffrey Alan, 76 Oakwood Park Road, South- 
gate, London, N14. 


‘Kennet’, Boxgrove Avenue, 


Quayle, James, в.сом., 46 Church Road, Blurton, Stoke-on- 
Trent, Staffs. 


Redfearn, Geoffrey David, B.A., with *Whinney, Smith & 
Whinney, 4B Frederick’s Place, Old Jewry, London, 
ЕСг. 

Roberts (Miss), Joan Rose, with Porritt, Rainey & Co, Ibex 
House, Minories, London, EC3. 

Robson, Denis Anthony, 7 Salisbury Road, Chorlton-cum- 
Hardy, Manchester, 21. 

Rodgers, John Derek, with Ball, Baker & Co, Spencer 
House, South Place, London, EC2. 

Rosling, Derek Norman, with Smith & Garton, 23 John 
William Street, Huddersfield. 

Rothman, Algernon Patrick Francis, with D. А. Ponsford 
& Co, 12 Southgate Street, Winchester, Hampshire. 

Rush, Peter Joyce, with Bryce Hanmer & Co, 1 & 3 Stanley 
Street, Liverpool, r. 


Sanderson, Roger Spooner, c/o Howell & Hanbidge, 5 
Hounsfield Road, Sheffield, 3. 

Sassienie, Naphtali "Neville, 89 St Gabriel's Road, Crickle- 
wood, London, NW2. 

Scott, Gordon Wood, B.A., Woodbank Hall, Woodbank, 

hester. 

Sharp, Kenneth Johnston, M.A., with James Watson & Son, 
Lloyds Bank Chambers, Lowther Street, Carlisle. 

Shaw, Geoffrey William, "Dale House’, Quarrydale Road, 
Sutton- in-Ashfield, Notts. 

Sheeres, Derek George, B.A., with Chas. W. Rooke, Lane 
& Co, 2 Norfolk Street, Strand, London, WC2. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET? LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Shore, Cecil Michael, with Derbyshire & Со, Hanover 
House, 73—78 High Holborn, London, WC1. 
Simons, John Russell, 8 Crystal Wood Road, Heath, 


Simpkin, Brian Leslie, 189 Ecclesall Road South, Sheffield, 
11. 

Simpson, Harry Donald Edward, with Bristow & Со, 68} 

pper Thames Street, London, EC4. 
' Slifkin, Irving, 265 Chorley New Road, Bolton, Lancs. 

Sloan, Wallace, with Brown & Piper, 56 John Street, 
Sunderland. 

Smith, Brian Dudley, with *Deloitte, Plender, Griffiths & 
Соз 5 London Wall Buildings, Finsbury Circus, London, 


Smith, John, with MacIntyre, Hudson & Co, Craig’s Court 
House, 25 Whitehall, London, SW. 

Smurthwaite, John, 19 Percy Gardens, Tynemouth, North 
Shields, Northumberland. 

Southgate, Ronald Joseph, with Kemp, Chatteris & Co, St 
Swithin’s House, 37 Walbrook, London, ЕСа. 

Sowerby, John Alexander, ‘Cedar Lodge’, Westella Road, 
Westella, near Hull. 

Spittle, Anthony Trevor, B.coM., 170 King’s Road, West- 
cliff-on-Sea, Essex. 

Spoor, Roger Charlton, та Eslington Terrace, Jesmond, 
Newcastle upon Tyne, 2. 

Stacy, Graham Henry, 2 Gallows Hill Lane, Abbots 
Langley, Hertfordshire. 

Staddon, John Nigel, with *Peat, Marwick, Mitchell & Co, 
11 Ironmonger Lane, London, ECa. 

Stamper, Christopher Lincoln, with *Deloitte, Plender, 
Griffiths & Co, 5 London "Wall Buildings, Finsbury 
Circus, London, ЕС2. 

Straw, John Sorby, with Walter Smee & Со, 178 Charing 
Cross Road, London, WC2. 

Sullivan, Anthony Nicholas John, 20 Romney Gardens, 
Bexleyheath, Kent. 

Swann, Philip Reginald, B.sC.(ECON.), 374 Arnold Road, 
Clacton-on- -Sea, Essex 

Symonds, Michael Rosslyn, ‘Little Shepherds’, Limpsfield 
Chart, Surrey. 


Tabor, John Douglas, 73 Forest Approach, Woodford 
Green, 

Tate, George Edward, with Albert Bell & Allan, St Nicholas 
Chambers, Amen Corner, Newcastle upon Tyne, 1. 

Thompson, Michael Andrew, with *Peat, Marwick, 
Mitchell & Co, 17 Eldon Square, Newcastle upon Tyne, 1. 

Thorn, Dennis Harold, with Garvin, Cantor & Co, Ling 
House, 10-13, Dominion Street, South Place, London, 


2. ; у 

Tibbells, John Terence, 3 Benmore Road, Mossley Hill, 
Liverpool, 18. 

о Simon James, ‘Thark’, Clayton Avenue, Hassocks, 

ussex. 

Tod, Thomas Jan Fleming, with Hodgson, Morris & Co, 
Central Buildings, 41 North Street, Liverpool, 2. 

Toms, Bernard Harold, B.A., “The Gables’, Stockwell Cross, 
Silverton, Exeter. 

Trace, Harold Griffith, B.A., with К. Н. Wrigley & Co, 
32 Hamilton Street, Birkenhead. 

Turgoose, George Keith, 32 Newton Road, Mumbles, 
Swansea. 

Turner, Max Henry, with Ensor, Son & Goult, 30 Museum 
Street, Ipswich. 
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Tyler, Henry Peters, ‘Red Roof’, Southmeads Road, 
Lei Я 


1севђег 


Vincent, Anthony, with Wilde, Ferguson-Davie & Miller, 
120 Moorgate, London, EC2. 


Wailes-Fairbairn, Andrew George, B.A., with  *Price 
Waterhouse & Co, 3 Frederick’s Place, Old Jewry, 
London, ЕС2. 

Wakeling, Anthony, 33 Forest Lane, Chigwell, Essex. 

Wall, Charles Weatherley, with Cooper Brothers & Co, 14 
George Street, Mansion House, London, EC4. 

Walmsley, Percy John, 13 Church Lane, Northampton. 

Wang, John Fletcher, 34 Eastbourne Grove, Heaton, 

ton. 

Waring, Robert Bertram Collumbell, 42 Richmond Drive, 
Mapperley Park, Nottingham. 

Watson, Donald, 8 Derrymore Road, Willerby, East 
Yorkshire. 

Weaver, Robert John Patrick, 21 Gurney Drive, East 
Finchley, London, №. 

Wells, Jonathan Laird, 16 St Mary's Crescent, Osterley, 
Middlesex. 

Whelan (Miss), Patricia Jean, with Critchley, Ward & Pigott, 
Boswell House, 1-5 Broad Street, Oxford. 

White (Miss), Patricia Bessie, with Porritt, Rainey & Co, 
Ibex House, Minories, London, EC3. 

Whiteway, George Timothy, B.a., 

Liandaff, Cardiff. | 

Wild, Geoffrey Alan, 56 The Drive, Seedfield, Bury. 


Williams, Conrad Russell, 9 King Edward’s Road, Ruislip, | 


Middlesex. 
Williams, Cyril Dwyer, with Cooper Brothers & Co, 38 
Bennett’s Hill, Birmingham, 2. 


15 Insole Grove West, | 


Williams, John, with Henry Townsend & Со, 166 Streatham : 


Hill, London, SW2. 

Wills, Brian, with R. F. Miller & Co, Ramsden Square, 
Barrow-in-Furness. 

Wilson, The Hon. Geoffrey Hazlitt, B.4., with Barton, 
ај & Co, Alderman’s House, Bishopsgate, London, 

2. 

Windebank, Ronald George, 146 Caulfield Road, Shoebury- 
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Wright, Peter John, 25 Waterloo Road, Bedford. 
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Kellner, Elam Uri, в.5С.(ЕСОм.), Benyamina, Israel. 
Krishnamra, 'loemsakdi, B.A.(cCOM.), with Jaiyos & Со, 
B.M.C. Buildings, 951 New Road, Bangkok, Thailand. 
Kyin, Maung, в.сом., 320 Ahlone Road, Rangoon, Burma. 
Mohamed, Mohamed Abdel Halim, B.a.(EcoN.), 9 Salmi 
Street, Chubra, Cairo, Egypt. | 

Patel, Thakorbhai Nanalal, with Mehta Patel & Co, P.O. 
Box 1652, Nairobi, Kenya Colony. 

Siddiqi, Abul Hossain Mohammed Mustafizur Rahman, 
B.COM., Pakistan 
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INDUSTRIAL AND 
PROVIDENT SOCIETIES 


HE number and the membership, as well as the assets of 

societies registered under the Industrial and Provident 

Societies Act, continue to grow. Statistics now published in 
Part 3 of the report of the Chief Registrar of Friendly Societies 
for 1954! show an increase in registered societies in that year from 
6,415 to 6,438; 136 new societies were added but 113 were removed 
from the register for various reasons. Of the 136 new societies, no 
less than 121 were registered through the medium of recognized 
promoting organizations. It is significant that the promoting 
organization with the biggest score (41) was the National Federa- 
tion of Housing Societies. Тће second and third places were 
taken by the British Legion (29) and the Working Men's Club 
and Institute Union. It is probable that the suitability of this form 
of incorporation for many kinds of association is not yet so widely 
appreciated as it might be. Two societies were registered having 
for their objects the preservation of amenities on certain residential 
estates. The objects of one were to repair, cleanse and maintain 
the roads, greens, grass verges and footpaths. The objects of the 
other were similar but extended also to the maintenance and 
decoration of the structure of buildings on the estate, the cleaning 
and lighting of common. staircases and the like. This kind of 
activity certainly deserves encouragement. 

The vast majority of societies are satisfactorily conducted. 
In the whole year there were only 24 summonses for offences 
under the Acts; 23 for failing to submit an annual return and 
one for withholding property belonging to a society. Never- 
theless, the emphasis in a general report of this kind is on the 
less successful societies. 

The review of the minute number of cases where defalcations 
were brought to light during the year provides interesting 
reading from an accountancy point of view and emphasizes 
once again that it-is often opportunity, in the form of inadequate 
recording systems and lack of close checks, that makes the thief. 
In the vast majority of cases it is the auditor who plays the part 
of. Nemesis, but only too frequently he arrives too late to save 
the society from loss, the defaulting officer or employee having 
spent the money he has abstracted. 

'The report recalls the coming into force on August sth, 1954, 
of the Industrial and Provident Societies (Amendment) Act, 
1954. Section 4, which deals with annual returns and audit, 
provides by subsection (3) that a society is not to publish any 
balance sheet which has not been previously audited by one or 


: 3 H.M.S.O. ss. net. 
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more approved auditors. Any copy of a balance 
sheet published by a society must incorporate any 
report made thereon by the auditor. Subsection 
(4) requires the copies of balance sheets which are 
filed with the registrar to incorporate the auditors’ 
report. Subsection (5) makes it clear that the 
auditor is not an Officer of the society for the 
. purposes of the principal Act. 

Section 7 imposes new duties on 

‘every receiver or manager of the property of a 

registered society who has been appointed under 

the powers contained in any instrument’. 
The kind of instrument in mind here is of course 
a debenture or mortgage but the wording of the 
section leaves some room for doubt as to whether it 
operates more widely than was intended, However, 


-the decision in Re Johnson & Company (Builders) 


Limited ([1955] 2 All E.R. 775) has done much 
to restrict the scope of the expression ‘receiver or 
manager of the property’ of an incorporated body. 

The receiver or manager must: 

(a) within one month from the date of his 
appointment notify the Registrar (of 
Friendly Societies) of his appointment, and 

(5) within one month (or such longer period as 
the Registrar may allow) after the expiration 
of the period of six months from that date, 
and of every subsequent period of six 
months, deliver to the Registrar a return 
showing his receipts and his payments 
during that period of six months, and 

(c) within one month after he ceases to act as 
receiver or manager, deliver to the Registrar 
a return showing his receipts and his 
payments during the final period and the 
aggregate amount of his receipts and his 
payments during all preceding periods 
since his appointment. 

This requirement corresponds to that laid on 
receivers and managers of the property of com- 
panies, first imposed by Section 372 of the 
Companies Act, 1948. By analogy with a case 
decided on that section, it would seem that the 
new requirements of Section 7 of the 1954 Act do 
not apply to a receiver appointed before August 
5th, 1954. The Registrar has prescribed two.forms 
for the purpose of Section 7; one a notice of 
appointment and the other a return of receipts 
and payments. Both appear in the report. 

It was formerly necessary for every industrial 

and provident society to have the word ‘limited’ 
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as the last word of its name. The Act of 1954 has 
to some extent assimilated the law in this respect 
to company law. Section 3 (1) empowers the 
Registrar to register a society by a name which 
does not contain the word 'limited', but he must 
first be satisfied that the society's objects are 
‘wholly charitable or benevolent’. He may 
similarly allow a society to change its name. If it 
subsequently appears to him that the society is 
not being conducted wholly for charitable or 
benevolent objects he may direct that the word 
"limited' be added as the last word of its name 
(Section 3 (2). The restriction on the names 
available to societies have been amended and 
brought into line with those applying to com- 
panies. No society can be registered under a 
name which in the opinion of the Registrar is 
undesirable. The full name must be shown in 
legible characters on all the society's business 
letters, as well as on the documents mentioned 
in Section 12 of the 1893 Act. 

'The bulk of the business done by industrial and 
provident societies is that which falls within the 
province of the well-known retail co-operative 
societies. Although they numbered only a little 
more than r,ooo out of a total of over 6,000 
societies, they had over rr million members, 
with an average stake of over [20 and average 
purchases during the year of £68 тог. The total 
surplus on their year's working was nearly {52 
million of which over £6 million was distributed 
as dividends on sales. The numbers of such 
societies are gradually falling but their com- 
binéd membership and turnover are increasing 
every year. For the whole of Great Britain the 
percentage increases in membership and in sales 
for 1954 over 1953 were 2:3 per cent and 3:6 per 
cent respectively. The total assets increased by 
£11 million and dividends averaged rs in the £. 

The report sets out, as a matter of topical 
interest, a table showing that there are 44 pro- 
ductive societies, with a total of 13,180 members 
and sales of nearly £6 million, having rules which 
secure the right of every worker-member to 
hold shares and participate in the profits and 
management. 'l'hese co-partnership societies are - 
mainly engaged in the manufacture of clothing or 
footwear, or in printing. The total wages were 
£12 million and the "dividends! paid thereon 
were £53,000. There were also dividends of 
£45,000 on sales, and {£29,000 share interest. 
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ACCOUNTING FOR APPLICATION MONEYS 
FOR NEW SHARE ISSUES 


by W. H. D. WINDER, M.A., LL.M. 


NEW principle was introduced by Section 
51 of the Companies Act, 1948, which 
deals with ‘Allotment of shares and 
debentures to be dealt in on stock exchange’, 
and with statements in prospectuses about 
applications for leave to deal with shares proposed 
to be allotted. The company is required to repay 
the money where permission is refused. The sec- 
tion specifically applies whether the prospectus 
is on an issue or sale. Ап accounting safeguard is 
contained in the section to ensure that the 
principle of repayment is given practical effect. 
Subsection (3) deals with money sent in on a 
provisional application in this way: 
"АН money received as aforesaid shall be kept in 

a separate banking account so long as the company 

: may become liable to repay it under the last fore- 

, going subsection; and, if default is made in com- 
plying with this subsection, the company and 
every officer of the company who is in default 
shall be liable to a fine not exceeding соо. 

Thus the Act does not merely lay down a 
principle of legal liability but tries to ensure that 
the money shall be available to discharge that 
liability. But the applicants for shares are not 
given any specific statutory remedies against the 
money itself. This does not necessarily mean that 
they may not have such remedies under the 
general law, but the Act is silent on the matter. 
Suppose that after the money has been paid over, 
debenture-holders or other creditors of the 
company seek to realize its assets. Do the claims 
of the creditors prevail over the claims of the 
applicants, or are these two sets of claimants on 


an equal footing as regards the money which is in. 


the separate account, or do the applicants have 
priority in that respect? The Companies Act 
does not provide an answer, but Mr Justice 
Harman has recently said that it looked to him 
‘as though there had been an attempt to erect by 
statute a kind of trust for applicants in a case of 
this sort’ (see Re Матра Gold Mines Ltd ([1955], 
3 All E.R. 219, at page 224)). ` 


Re Nanwa Gold Mines Ltd 
It was not strictly necessary to construe the Act 
in this case but the points of law involved in the 
facts of the case seem to apply equally to a simple 
situation where the. company has observed its 


statutory obligations and nothing more. The 
points of law are, or were, by no means obvious, 
but Harman, J., has now indicated that there 
may be a remedy zn specie against the moneys 
lying in the separate account and that that remedy 
takes precedence over the claims of debenture- 
holders. 

The facts in this case may be summarized as 
follows. On July 28th, 1953, the defendant com- 
pany, having reached the end of its financial 
resources, evolved a scheme whereby its capital 
was to be reduced and a million 15 shares were 
to be issued in order to obtain fresh capital to 
resume its activities. On that date three docu- 
ments were sent to the shareholders, first a 
notice of reduction of capital, second a circular- 
letter from the.chairman explaining the policy 
and intentions of the board, and third, a form of 
application which contained the following: 


‘It will be noted that this issue is conditional on 
the passing of the resolutions at the extraordinary 
-general meeting of the company to be held on 
August 20th, 1953, and the subsequent sanction 
of the Court to the reduction of the company's 
capital Should either of these conditions not be 
ed, application moneys will be refunded and 
meanwhile will be retained in a separate account.' 


The sum of £3,472 18s od only was subscribed 
and that money was duly paid into a separate 
account in the joint names of the company and 
its registrars. In September 1953, the writ in a 
debenture-holders' action was issued and a 
receiver was appointed. The scheme was formally 
abandoned by a resolution of the board in 
January 1954. А summons was taken out on 
behalf of the debenture-holders to determine 
whether the sum of £3,472 18s od was the pro- 
perty of the company or was repayable to those 
who had subscribed for shares. 

Before they sent out their circular and form of 
application, the board of directors took the 
precaution of consulting the Stock Exchange 
Council about the issue and was told by that 
body that it was their advice (and of course they 
were, in fact, in a position to have that advice 


- accepted) that the money sent with the forms of 


application should be put into an account in two 
names: that is to say, should not only be put into 
what the company called ‘a separate account’, but 


376 


that the separate account should have а name 
attached to it other than that of the company. 
This in fact was done, because no doubt if the 
company had not done it they would never have 
been able to obtain the permission to deal which 
it was essential they should have. 


The Problem Stated 


No permission was ever obtained from the 
Stock Exchange, in short the conditions of the 
offer were not fulfilled and, in accordance with 
the express terms on which the moneys were 
sent, they were refundable. Nobody doubted 
that the subscribers for the 1s shares were en- 
titled to have their money back if they could. 
Тһе question was whether they were entitled 
to have their money back out of the separate fund 
or whether they were mere creditors of the com- 
pany. 

The legal point is a short one: Is the relation- 
ship of the subscriber and the company that of 
creditor and debtor, or has the subscriber a lien 
on this fund or an equity against it so as to be able 
to attach it for the payment of his debt without 
allowing other creditors of the company to share 
with him? That depends on whether the re- 
lationship is that of debtor and creditor or of 


bailor and bailee and in effect it turned on these: 


words in the form of application, ‘and mean- 
while will be retained in a separate account’. 

Harman, J., said that there were some strangely 
conflicting observations on this subject in the 
books on company law. In Stiebel’s Company 
Law and Precedents (3rd Edition, Vol. 1, page 
166) the learned author refers to the subject 
and makes, in Harman, J.’s, view, some rather 
ex cathedra observations, which he supports by 
Stewart v. Austin ((1866), L.R. 3 Eq. 299) which, 
with every respect to that most learned and 
painstaking author, does not really support his 
proposition. The matter is mentioned in Palmer’s 
Company Precedents (16th Edition, Vol. 1, 
pages 11, 14) but Harman, J., was not able to 
derive help from these passages. 

He was clear that if the subscribers had no 
ear-mark on the separate account the document 
which the company sent out was a very deceptive 
document. It occurred to him quite early in the 
argument before the Court that if the persons who 
sent their money on the faith of the document had 
no lien on the separate account, there was some- 
thing very wrong with the law on the subject. 
Fortunately, Harman, J., felt himself empowered 
to decide that the money was specifically repay- 
able to the subscribers. 
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Judicial Rulings on Separate Accounts 


Cases on money in separate accounts have often 
arisen in the Courts where there has been some 
fiduciary relation, such as that of principal and 
agent or solicitor and client, and where the money 
во separated has been paid for a particular purpose 
and in that sense regarded as trust money. But 
in connection with applications for shares the 
precedents are not so clearly in favour of there 
being a specific trust of the application money. 
In Moseley v. Cressey's Co ((1865), L.R. 1 Eq. 
405) the promoters of a company invited appli- 
cations for shares by means of a prospectus which 
stated that deposits would be returned if no 
allotment of shares was made. ТЕ was held that 
such a statement 
‘did not bind moneys, consisting mainly of these 
deposits, standing in a bank to the credit of 
the company, with a trust or lien in favour of the 
depositors, as against creditors of the company’. 


The decision was, in effect, that there was 
nothing to put the depositors ahead of any other 
creditors of the company, that they were all 
people who had trusted the company and given 
them credit, and that they must all share alike. 
The Chancery judge (Wood, V.-C.) who decided 
this case looked at the matter in this way: 


“The plaintiffs say not only that these promoters 
are liable as for money had and received, but that 
they have no authority to deal with it otherwise 
than upon the trust by which it was to be returned 
to the depositors. But if the object had been to 
create a lien of this kind, the obvious way of doing 
so would have been to have said in the prospectus 
that there would be a lien on the deposits“ahittl the ~ 

‘company was established, or that it was to be set 
apart as a trust fund in the names of trustees, to be 
returned in the event of the company not being 
established. Nothing of that kind was done; nor 
was that the contract. The contract was — ‘You are 
to pay so much per share when you apply for shares, 
and your deposits will be returned if no allotment 
is made’ – not that the actual thing so deposited 
was to be paid back; for payment to the company’s 
bankers to the account of the company made the 
moneys ipso facto part of the company’s assets.’ 


As the judge later put it, “There was no trust 
created, it was merely a debt’. 

Therefore, if the words in the application form 
used in Re Nanwa Gold Mines Ltd had been 
merely a promise to refund, Moseley’s case would 
(supposing it to be right) have been an authority 
that no trust or lien wag created by such a traris- 
action. However, in the recent case there were: 
not only the words ‘Should the above conditions 
not be satisfied, [your money] will . . . be re- 
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funded’,. but also the promise to ‘retain [the 
money] in a separate account’. The point of mak- 
ing such a promise was, according to Harman, 
J., to make a representation that the money 
would be put apart, not in the company’s 
ordinary coffers, but in a separate account. It 
was not a promise to put it in joint names, 
although that was, in fact, done. There was no 
evidence that any of the subscribers knew that 
there was any arrangement to put it into joint 
names: all they knew was that there was a promise 
to pay it into a separate account, It seemed to 
Harman, J., that that did distinguish the present 
case from Moseley’s case, the promise being to 
keep the money ‘in a separate account’. 

It is true that the mere fact that the money was 
in a separate account, so that one could. point 
to it and say ‘there it is’, would not of itself 
create a trust retrospectively. That appears from 
the case of Lister & Co о. Stubbs ((1890), 45 
Ch. D. 1) and shows that from the mere fact 
that A. can point to some money in the hands of 
B. and say, "That is where my money went to’, 
it does not follow that the position between them 
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is not merely that of debtor and creditor. The. 
proceedings in that case were for an interim 
injunction to protect the investments in question. 
pending the trial of the action, and.such an 
injunction to restrain dealings with the money 
could only be granted if the plaintiffs had an 
equitable lien or trust and were not merely 
creditors. It was held that they were merely 
creditors and the injunction was refused. 

In Re Nanwa Gold Mines Ltd it was not the 
fact of the money being in the joint account which 
was mainly relied on by the applicants, but the 
promise made in the document on the faith of 
which the application was made. 

But as a matter of construction of the applica- 
tion form in the light of general legal principle 
without the aid of any particular precedent. to 
support him, Harman, J., was able to reach what 
is surely the common-sense conclusion. That is, 
that where there is an express assumption of an 
obligation to retain money in a separate account the 
law will allow process to issue against that account 
to enforce that obligation. There will be a legal 
safeguard and not a mere accounting safeguard. 


MODERN MANAGEMENT TECHNIQUES 


IN THE SOUTH AFRICAN CLOTHING INDUSTRY | 
Results Achieved in a Medium-sized Factory 


by FREDERICK С. BEARD, B.Com., F.A.C.C.A., F.C.W.A., F.C.I.S., F.R.Econ.S. 
of Johannesburg 


The Background 

HE growth of the clothing industry in the 

Union of South Africa has been little short 

of phenomenal. From 280 factories em- 
ploying 16,000 workers only two decades ago, the 
industry has grown to over 700 factories employ- 
ing 40,000 workers with an annual payroll of 
over {10 million. 

Admittedly the almost complete drying-up of 
imports from the United Kingdom and the 
United States of America during the Second 
World War, coupled with the world-wide short- 
ages immediately thereafter and the imposition 
of tight import control in South Africa since 1948, 
have considerably accelerated this rate of ех- 
pansion, but it is claimed that the clothing factor- 
ies here, despite these favourable conditions, are 
nevertheless producing a wide range of men’s, 
women's and children’s glothing which com- 
pares very favourably indeed with the clothes 
turned out by the British and American factories. 
In so far as women's clothes are concerned, the 


writers wife, during a six month's sojourn in 
New York, gave up the unequal struggle of trying 
to convince American shops and friends that 
her South African-made clothes were not speci- 
ally tailored for her in London! 

Apparently, therefore, the clothing manufac- 
turers in South Africa have succeeded in produc- 
ing quality clothes comparable in every way with 
those previously imported into the country but, 
with a few exceptions, they have not succeeded in. 
matching the production efficiency of most of the 
clothing factories in the U.S.A. and Britain. Of 
course, there has been no incentive or dire neces- 
sity to do ѕо ~ due to the absence of overseas 
competition and the fact that there has been a 
strong sellers’ market since 1940. 

Now that the South African Minister of Fin- 
ance has declared, however, that import control 
will be lifted entirely in 1956 and that the clothing 
industry must face the icy blast of competition 
from overseas manufacturers once more, the 
clothing manufacturers in South Africa are 
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making every effort to increase their efficiency by 
the extensive use of modern management and 
production techniques so as to be able to meet 
normal competition from overseas without undue 
loss of markets. The words ‘normal competition’ 
are stressed because, with the reversal of seasons 
in the Southern Hemisphere, South Africa will be 
a ready market for end-of-the-season ‘left-overs’ 
dumped at ‘give-away’ prices by American, 
British and European manufacturers. Not un- 
naturally, the clothing industry in South Africa 
has asked for protection against this unfair com- 
petition and there is little doubt that the Govern- 
ment will lend a sympathetic ear to their request. 
This, then, is the background. What follows is 
an account — necessarily brief – of the installation 
and operation of modern management and pro- 
duction techniques in a medium-sized factory 
here in South Africa making men’s outerwear. 
It should interest not only practitioners who 
number clothing factories among their clients 
but also, it is hoped, the profession generally. 


Setting up the Standards 

As the cloth and most of the trimmings are sent 
to the cutting room from the store and are then 
marked in, chopped out and trimmed against 
the cutting orders (which cutting orders аге 
prepared by the sales department from customers’ 
orders and then carefully scrutinized by one 
of the working directors for ‘balance’), this 
appeared to be the. obvious point to start 
with a stop-watch. However, as every cutting 
order was found to be different, plus the fact 
that a fairly large number of ‘specials’ are 
cut up.(‘specials’ are cutting orders for only a few 
or even single suits or garments required urgently 
by customers), it was wellnigh impossible to set 
any sort of standards here. It was noted, though, 
that one of the working directors closely super- 
vised the workers in the cutting room and paid 
particular attention to the marking-in of the vary- 
ing widths of cloth to prevent excessive usage of 
material. (Here is a profitable field of research 
for, say, the Organization for European Economic 
Co-operation — i.e. the much-desired standardiza- 
tion of widths of cloth in.the clothing industry.) 

All the operations in the factory, however, are 
repetitive, and several weeks were spent following 


bundles of the various makes of garments through. 


the machines and carefully noting the times of 
each operation. Times were taken throughout 
the day – particularly in the late afternoon when 
fatigue had set in. When all these times had been 
taken and averaged over the working day, 334 
per cent was then added to the average time for 
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each operation to give an efficiency factor of 
75 per cent (to cover the tea-breaks; visits to the 
cloak-room, etc). Dividing these adjusted times 
into the hours worked and paid for each day (eight 
hours), it was found that the number of operations 
which each worker should complete each day was 
roughly бо per cent more than was actually 
completed. On investigation, this low productivity 
was found to be due to two factors: 

(1) Some of the operations were unbalanced, 
ie. several of the workers were assigned 
tasks which took appreciably longer than the 
other operations; resulting in the flow of 
work being regulated by the slowest worker, 
or rather the worker having to perform the 
longest operation in terms of time. On 
the other hand, some workers had tasks 
assigned to them which did not keep them 
fully occupied. А reshuflling of tasks was 
necessary. 

(2) Generally speaking, there was lack of 
continuity of effort throughout the day, i.e. 
far too much time was lost betwen opera- 
tions. 

Appendix А shows the operations in rotation for : 
the preparation of the pockets, collars, linings, 
etc., for a half-lined, two-button, single-breasted 
jacket with flap pockets. It will be noted that the 
standard time for this preparatory work is -50 
standard minutes per jacket. Assuming that 25 
workers are engaged thereon, they work and are 
paid for 25 X 480 minutes = 12,000 minutes per 
day —that is, they should complete the preparatory 
work for 240 jackets per day. As they were work- 
ing to 66% per cent efficiency – they would, in this 
example, complete the preparatory work for only 
160 jackets. Having to spread the labour cost and 
overhead burden over 160 instead of 240 jackets 
every day, the cumulative effect of this low 
productivity over a year can well be imagined! 


Calculating the Standard Costs 
As the system envisaged production being liter- 


- ally measured ‘against the clock’, the calculation 


of the labour cost proved remarkably simple. 
All that was necessary was to multiply the number 
of direct workers by 40 (the total hours worked 


` per week) and the total hours so obtained divided 


into the weekly wages, giving the labour cost per 
standard hour. With regard to the overhead 
burden, the audited accounts for the previous 
year were 'unscrambled' and the expenditure 
properly and equitakly apportioned over the 
factory, administration and selling, the adminis- 
trative expenses thereafter being reapportioned 
over both the factory and selling expenses. Using 
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these figures as a basis and taking into account the 
expected increase in production and, of course, 
sales, a budget for the ensuing year was carefully 
compiled. Dividing the factory overhead and the 
selling expenses by the hours previously obtained 
gave the cost of each of these burdens per direct 
labour hour. 

Material costs were then calculated and stand- 
ard cost schedules for each type of garment 
prepared. 

All that now remained was to increase the 
productivity in accordance with the standards. 


Obtaining Increased Productivity 


It was realized that if increased productivity was 
to be obtained it would be necessary not only to 
control the output of each worker daily but also 
give the workers some monetary incentive to attain 
and beat the standards set up. 

A simple form was accordingly designed for 
completion by every worker at the end of the day, 
merely listing the operation and stating the num- 
ber of operations completed. Provision was made 
for the signature of the forewoman and, at the 
back of the form, the stand-by time and the 
reasons therefor (e.g. waiting for work, waiting for 
instructions, machine break-down, etc). The cost 
clerk then inserted the standard times and 
extended the standard hours produced. He then 
calculated the efficiency of each worker and the 
overall efficiency and handed these forms to the 
working directors for scrutiny and appropriate 
action. The operator efficiency, or productivity, is 
the standard hours produced over the net hours 
expressed as a percentage (the net hours being the 
hours paid for less stand-by time beyond the 
control of the operator). The overall efficiency or 
management productivity is the standard hours 
produced over the hours paid for, similarly express- 
ed. The greater the difference between the two, of 
course, the greater the reflection on management. 

It was found that the psychological effect of 
measuring each worker’s productivity every day 
gave an immediate fillip to production and when 
the incentive bonus was brought into operation 
(it first had to be approved by the Industrial 
Council for the Clothing Industry, consisting of 
representatives of the Garment Workers’ Union 
and the employers), production soared to the 
levels set by the standards; in fact, the section 
making trousers have: consistently beaten the 
standards ever since theeincentive bonus was 
introduced. 

: The design of the incentive bonus scheme is 
simplicity itself. Using hypothetical figures and 
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taking the trousers section as an example, it was 
found that the labour cost of making a pair of 
trousers was, say, 55 and the factory overhead and 
selling expenses amounted to, say, ros. The girls 
in this section are treated as a team and they are 
paid the labour cost (55) as a bonus for every pair 
of trousers made in excess of standards, the over- 
head thus saved accruing to the company. . 


Standard Price List 

With new materials constantly coming in and 
other materials being sold out and not re-ordered, 
the difficulty of keeping the price list up to date 
for all the various makes and styles of garments 
inthe wide range of cloths can well be appreciated. 
'To confuse the issue still further, the travellers 
show, say, sample sports coats in certain materials 
and are then asked what suits or trousers only will 
sell at in these cloths. As they have not been 
supplied with these prices, the inquiries have to be 
referred to the company, resulting in delay and 
possible loss of business. 

'To overcome all this, a standard price list kis 


been prepared (sec Appendix B) which shows the 


selling prices of every type of garment in any 
cloth. As the cost of manufacture remains un- 
changed irrespective of the cloth used, it will 
be noted that the price list is based on the landed 
cost of the cloth from which the garment is made. 
'These prices consist of the standard costs for 
the various garments plus a nominal percentage 
of profit and – as long as standards are consist- 
ently maintained — these are the minimum prices 
to be obtained. 'T'he cost of the cloth, of course, 
is marked in code on the labels of the sample 
garments or on the swatches of cloth showing the 
colour ranges. 


Conclusion 

In the system outlined it will be observed that by 
equating standard time and clock time production 
is literally *measured against the clock', i.e. the 
standard times set up are compared with the 
actual hours worked and paid for. Similarly, all 
that is required to ascertain the standard hours 
to be produced over the budget period is the 
multiplication of the number-of direct workers by 
the hours worked and paid for. Nothing could. 
be simpler. 

Why every system of standard costing makes a 
standard hour and a clock hour two completely 
different periods of time, therefore, has never 
been understood by the writer as it undoubtedly 
destroys the basic simplicity of standard costing 
and unquestionably confuses top management. 
Mr D. F. Evans-Hemming, in his excellent book 
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Flexible Budgetary Control and Standard Costs, 
draws attention to this needless complexity almost 
apologetically!. He states: 

‘The fact that the standard hour does not re- 
present an absolute hour of time need not affect 
its use for budgetary control purposes. . . . It is 
simply a matter of adopting the convention that 
т actual hour of time equals 1-45 standard hours 
(or whatever figure is (used) . . Y 


But why follow convention in the use of tech- 
niques essentially dynamic in their character? 
Surely we consultants are anxious to demonstrate 
the innate simplicity of standard costing and 
budgetary control as well as its undoubted 
effectiveness and ready adaptability? 

And now for those time-study engineers who 
positively shudder at the completely unscientific 
method of simply adding 334 per cent to observed 
times to cover speed and effort ratings, fatigue 
factors and the host of other allowances they 
calculate so carefully and scientifically. When the 
Joint Committee of the Institution of Production 
Engineers and the Institute of Cost and Works 
Accountants, in the course of their research into 
measurement of productivity, engaged five 
time-study experts, these experts allowed five 
completely different times for the same operation 
under identical conditions – the overall variation 
being as much as 50 per cent! The only similarity 
between the five different times allowed was the 
actual time taken to perform the operation! 
Smiall wonder, then, that the Joint Committee 
was not impressed and strongly recommended 
that there should be a unified system of training 
for time-study engineers and that a uniform 
terminology was essential. 

Adding 333 per cent to the observed times so 
as to obtain an efficiency of 75 per cent, therefore, 
is not only much simpler (and simplicity should 
be the keynote) but eschews the widely different 
assessments of the experts as to the time each 
operation should take. 

It certainly would be interesting to ascertain 
just how many factories here in South Africa (and, 
for that matter, in the United Kingdom) are work- 
ing to 75 per cent efficiency measured against the 
hours paid for. Our inefficiency is not primarily due 
to the excess time taken to perform the operations 
but to the time lost between operations. When con- 
tinuity of effort throughout the day is secured (by 
setting up any reasonable standards) we can then 
endeavour to raise our efficiency to the highest 
level by speeding up the operations themselves 
and tightening our standards accordingly. 


1 MacDonald & Evans Ltd, London. 
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i Appendix A 
STANDARD TIMES For HALF- Two-surron S/B ЈАСКЕТВ 
WITH FLAP Pockets 
PREPARATION Averag 


` Я Observed Plus 334 Standard 
Operation Operation time per cent time 
No. minutes minutes minutes 

I. OCKETS 
1/1 Sewing darts and bridles on 

fronts 2} х 3t 
1/2 Marking position of pockets 

on fronts .. I - І 
1/3 Sewing facings and ticket 

pockets on pockets and 





m — 3 І 4 
1/4 Making 1 - X 
1/5 ‘Trimming, a soaping and turn- 
ing flaps . - 
1/6 Presing dari “welts and flaps 2 1 3 
1/7 Marking flaps and welts .. | ~ 
1/8 Sewing pipes on flaps - 
a Canvas, SILESIA AND UNDERFELT 
aft Marking canvas. 1 – + 
2/a Sewing underfelt and silesia 
on to canvas ss 3 1 4 
3; COLLARS 
3/1 Sewing seams on collars .. 1 k I 
3/2 Pressing seams on collara .. ł – 
3/3 Marking stands on collars .. - 
3/4 Sewing canvas on collare .. т + io · 
3/5 Padding collars за e. i - 
4. | Васка ` 
4/1 Sewing binding on backs .. т 1 ik 
4/2 Severing binding and | sorting 
backs 5 і + 
5. —J LININGS 
5/1 Sewing darts in linings .. I - 1 
5/2 Sewing facings on pockets.. т - I 
5/3 Joining facings together .. I = І 
3/4 Sewing in pockets on linings 
and sewing on labels .. 2 1 3 
5/5 Marking position of pockets 
on linings га se 1 ~ t 
5/6 Sewing ficu on to linings rj + 2 
5/7 Closing shoulder seams on 
linings  .. v < H t а 
5/8 Sewing hangers on collars 
and collars on to linings . it і 2 
5/9 Pressing linings 2001 ц 
6. SLEEVES 
6/1 Making complete sleeves .. 4 I 5 
б/а Pressing sleeves .. ne X 4 ц 
6/3 Tacking linings in sleeves .. 2 1 3 
6/4 Turning sleeves and i shaping 
linings 1 i 1 
ToTAL FOR PREPARATION А 50 


Nors: 1. The figures used are purely hypothetical. 

a. All times have been rounded off to the nearest minute 
or half-minute to simplify printing. In actual practice, 
of course, minutes and seconds must be used for these 
short operations, 


STANDARD Price List Appendix B 
Jackets (D/B 
Cost of material SiB Suits 73 6d extra: 
between (DIB 7s 6d plus hacking Trousers 
extra) style 5s extra) 
£s d £ad áo s d 
sand 6s . 5- - 35 ~ 115 ~ 
sand 75 5 5 - 376 117 6 
sand 510 — 310 — 4 ен. же 
and gs 15 — 312 6 22 6 
95 and ros : Be 315 — A 5 ~ 
тог and ris 6 5 - 317 6 2 76 
115 and ras 610 — 4 = -= A 10 ~ 
and so on 


Nore: r. Once again — the figfres are purely hypothetical. 
a. These pricea are based on material 56 inches wide and 
the cost of material must be adjusted for other widths ~ 
e.g. for material 45 inches wide add'a5 per cent to landed 
cost. 
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- THE PROFESSION IN THE NETHERLANDS 
SIXTY YEARS OF GROWTH AND DEVELOPMENT 


by J. KRAAYENHOF 
A Past President of the Netherlands Institute of Accountants 


HE history of the profession of accountancy 
in the Netherlands up to the present day is 
actually the history of the Netherlands 
Institute of Accountants from its foundation in 1895. 
This statement does no injustice to any other 
organization of members of the profession so far as 
the period of sixty years now under review is con- 
cerned, for the Nederlands 


difficult task of formulating requirements for 
qualifying, which were to be used by their future 
colleagues to enable them to cope with the task 
awaiting them. They had to keep the profession 
abreast of the rapid development of industrial life 
and of the increasing requirements of the authorities. 
In all this our founder-members had great success; 
it may be recorded with gratifi- 





Instituut van Accountants – re- 
ferred to as ‘N.I.V.A.’ or “The 
Institute’ — has organized Ње 
profession in this country. The 
great majority! of members of 
the profession: have qualified 
through its training courses 
and examinations .and by fur- 
thering the study of professional 
problems and laying down rules 
of professional ethics the Insti- 
tute has raised the profession to 
the level which is necessary to 
meet the economic needs of the 
community. From the outset, 
the members of the Institute 
have set the standard for. the 
profession in the Netherlands, 
and they still do во; 


Origins of the Profession 


In 1895, a few score experts 
in book-keeping in this country, 
following the example which 
they had observed in Britain, 
began the organization of the 
profession, calling its members by the English title 
of ‘accountant’ in the absence of an acceptable 
designation in their own language. Only a few were 
at that time established as public accountants with 
this designation; others offered book-keeping services 
and established ‘book-keeping bureaux’. Many of 
the founders had other major activities and devoted 
part of their time — sometimes only the evenings — 
to the budding profession. 

The Institute, which celebrates its sixtieth anni- 
versary this year, developed from this private 
initiative, working entirely on its own, without the 
support of official regulations or guidance from any 
authority. 

The men of the first few decades had to lay 
foundations and give substance to that which only 
falteringly appeared as a new function. They had the 
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jubilee celebrations of the Netherlands Institute of Account- 
ants in Scheveningen. 
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cation that in this country the 
principles of the profession have 
been brought to a scientific level, 
and that in addition to the system 
of education and examination 
organized by the Institute, uni- 
versity education for the pro- 
fession has been made possible. 
In the performance of their 
various functions, accountants in 
the past have been able- to 
a moderate but nevertheless 
gratifying degree — to contribute 
to the growth and prosperity of 
many enterprises and to the 
| better functioning of many pub- 
lic bodies. 

А word of deepfelt homage 
and thanks may here be said 
about the veterans of the In- 
stitute — the ranks of pioneers 
who, by great sacrifice of time 
and energy, raised their азвосіа- 
tion and the accountancy pro- 
fession to the high level which, 
with gratitude to them, we are 
privileged to enjoy, and to the high level upon 
which others were enabled to advance. We have lost 
most of them through death; some of them we rejoice 
to have in our midst. 'T'he Institute is very fortunate 
that he whose name will for ever be connected with 
the development of the accountancy profession in 
the Netherlands, Professor Dr ТА. Limperg, is still 
among those last few. From the beginning of this 
century until recently, he was the driving power in 
training for the profession and in the development of 
the theoretical principles of accountancy; he was the 
outstanding champion of high professional concepts. 

Naturally, one of the features of the first period of 
development was the divergence in views of the 
pioneers; I have been told that from that time stems 
the saying: "T'here are only a few good accountants 
and they disagree amongst themselves,’ 

On the celebration of the fortieth anniversary 
of the foundation of the Institute in 1935, the 
council then in office took the unusual action 
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of publishing a book which gave the opinions of 
many ‘third parties’ about the Institute and its 
members, and included an historical review written 


by one of the members. This was an attempt to: 


present a detached view of the young profession 
which, during its development, was still regarded – 
and sometimes treated – with a good deal of mistrust. 
Of course the judgment was not as bad as that: one is 
apt to be kind on the occasion of such a jubilee, 
particularly when the opinion appears in print! 

Now at the sixtieth anniversary, this attempt has 
not been made. The task of demonstrating the merits 
of this Institute and of describing its affairs has been 
allotted to one who himself is a keen member of the 
Institute, actively and enthusiastically engaged in the 
profession. Therefore, even if I promise to present 
you with a 'true and fair' view as regards the worth of 
the Institute, you cannot expect me to offer the un- 
biased judgment of an outsider. This is understand- 
able because, for me, as for many hundreds of its 
members, this Institute has been the basis for giving 
full scope to the status of an accountant, and for this 
very reason - humanly speaking -it has been the 
means for personal develo opment in the profession 
which has found a place close to our hearts. I am 
proud and thankful to be able to put this on record; 
I am convinced that many of those present, like 
many who are absent, wish to share therein. 


Organization of the Institute 
Before giving further details of the function of the 


accountant and the present position of the profession, . 


I shall say a few words about the organization of the 
Institute. 

It is understandable, and it was necessary, that very 
shortly after the start, the foundérs linked the admis- 
sion to membership with the passing of the final 
examination set by the Institute. It is equally under- 
standable that a number of candidates for membership 
who had not been accepted or whose applications 
had come in too late, founded an association of their 
own. As a result, a number of other associations 
were established. Of these the ‘Nederlandsche Bond 
van Accountants’, created as early as 1899, and the 
‘Nederlandsche Organisatie van Accountants’, dating 
from 1902, merged with the Institute in 1934, а 
merger which was strongly prompted by the attempts 
to obtain statutory regulation of the profeasion. 

In the meantime, in 1907, schism had occurred in 
the Institute itself; a number of active young members 
did not agree with the management and considered 
that there was insufficient impetus in its development. 
They founded the ‘Nederlandsche Accountants- 
Vereniging’ which stimulated development to a great 
extent. When its members rejoined the Institute i in 
1919 this latter reaped the fruits. 

In addition to the Council, with its general direction 
of the affairs of the Institute, there are also other 
bodies and committees, of which the most important 
are the Board of Examiners, the Councils of Discipline 
and Appeal. and latterly the Advisory Committee 
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on Professional Matters with its subcommittees. 

With the continued rise in the number of members 
~ which is now 1,150 —the importance of the func- 
tions of the Council of the Institute, a body of nine 
members, has considerably increased though meetings 
of members are still the highest authority for all 
important decisions. 

The same trend is shown in the increasing signifi- 
cance of the accountant’s profession in our economic 
life, both nationally and internationally. Because of 
this, the management of the Institute has grown to be 
a task, which demands considerable sacrifice from 
the members called to it. Since retirement by 
rotation is prescribed, a limit has been set thereto and 
domination of the members by their Council has thus 
been restricted to a minimum. Through this, the 
democratic structure adopted from the outset is 
adequately safeguarded. 

These factors, however, have made necessary the 
creation within the organization of a body to keep in 
touch with affairs and to deal with correspondence 
and documentation. The solution to this problem has . 
been the Institute’s office which, for the last twenty 
years under the capable and devoted management of 
из director, Mr A. L. de Bruyne, has become in- 
valuable to the Institute and the profession. Some 
insight into the extent of the work performed there 
may be obtained by the realization that, besides the 


director, there are thirty employees on the staff. 


Their task also includes the normal office work for 
the educational courses and examinations, organized 
by N.LV.A. This latter work is the province of the 
Board of Examiners, consisting of some forty 
members of the Institute, who also act as examiners 


for the main subjects. In addition,dozens of examiners 


from among and outside the members co-operate in 
conducting the examinations in all their subsections. 


Examinations 


Owing to the fact that the examination requirements 
have always been determined by the Institute, con- 
tinual adaptation to developments in industrial life 
and in legislation could be achieved. As a result, the 
examination has been, and can still be considered, a 
proper basis for future professional accountants. 

The work achieved over the years in respect of the 
examinations and professional training by many 
Institute members, assisted by dozens of examiners 
from outside the circle of members, may without 
exaggeration be described as titanic and has materially 
added to bringing the profession in the Netherlands 
to its present level. May I be allowed to illustrate 
this activity with some figures. 

In the last five years, the number of examinations 
held was more than 2,000 a year; last year, the 


: number was nearly 2,500.1 The number of examiners 


was nearly 200, two-thirds of whom consisted of 
Institute members and one-third of persons from 
outside this group. 





1A normal candidate -has to take eleven examinations, each 
dealing with a separate subject. 
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The number of accountants’ ‘diplomas issued on 
the strength of these examinations in the last few 
years was approximately. со per annum, last year 
being as many as 95. The increase is presumably due 
to the gradual recovery of full opportunity for 
studying after the Second World War. 

As regards the courses organized by the Institute, 
at the moment the number of students is over 900; 
since several students attend more than one course, 
the number of registrations is over 1,200 and the 
number of tutors over 70. 

Those preparing for the Institute examinations 
usually have their daily work as audit assistants in an 
accountant’s office, in the audit department of 
official bodies, or with private enterprise. If the 
study is taken up immediately after the secondary 
school diploma, experience has shown that the 
candidates will have to reckon with a period of 
study averaging eleven years. This seems to be a 
long time, but when it is realized that this study is in 
what is usually called ‘spare time’, and further, that 
the candidate, having reached the final goal, has 
already gained a wealth of practical experience and 
has, so to speak, grown into the professional con- 
cepts, the position is not so bad for those who have 
reached this final goal. Ав regards their social 
position, they have usually been able to set up their 
own households before that time from their own 
earnings. 

University Education 

I have mentioned in passing that besides the N.I.V.A. 
training, a university education for accountants was 
developed. It is about thirty years ago that accountants 
first received a university training. This education can 
at the moment be obtained in four places in the 
Netherlands, viz. (in chronological order) the Есо- 
nomic College of Rotterdam (since 1915), the 
University of Amsterdam (since 1929), the Catholic 
Economic College of Tilburgh (since 1930) and the 
State University of Groningen. (since 1952). A large 
proportion of the tutors required for this education 
· has been recruited from the ranks of the practising 
áccountants. 

It is understandable that the question has been 
raised whether study at a university may be prefer- 
able to the Institute's training, which is generally done 
inthe evening after the completion of a full day's 
work. 

Study at a university gives a student not only the 
chance of fuller development and (if he can afford it) 
a more pleasurable life during the time he is there 
but it can provide him with a wider basis for the 
understanding of social and industrial economics, as 
the study for the examination in accountancy was 
planned as a complementary training after taking a 
degree in economics. 

in knowledge and in the faculty of scientific 
analysis the average accountant who has graduated 
may frequently have an advantage over the average 
accountant who has not graduated. On the other 
hand, the latter has a considerable advantage both in 
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practical knowledge which is essential for the pro- 
fession, and in the realization of professional con- 
cepts. Moreover, as a rule, his daily professional work 
will have made it clear whether he is likely to succeed 
as a professional accountant. 

Apart from the exceptions naturally occurring in 
both categories, from my -experience it may be 
expected that under the present methods of study, 
these differences between the two will never entirely 
disappear. Professional practice has made it clear 
that both systems of education supply accountants 
capable of solving all problems likely to occur. J 
have become fully convinced that particularly when 
accountants of the two categories work together in 
practice extra benefit can be obtained from their 
mutual accomplishments. 

Apart from the fact that it can be taken for granted 
that the present university education would be 
unable to guarantee sufficient capable accountants in 
the ever-increasing need for them, the foregoing 
implies that in my view it is desirable to continue 
and to further both systems of education, regardless 
of the possibility of making any change in either of 
them in the future. 

It is natural that the Institute, being an association 
of people in the same profession, has an interest in 
the results of both education systems – for either of 
which it has in principle no preference – provided 
that the accountants 'supplied' have reached the 
required professional level. I am sure that the 
Councils of both N.LV.A. and of its Board of 


. Examiners will watch the problems connected with 


these systems of education with great attention and 
without bias, in the interest of the profession and of 
those who make use of it. 

Whatever may be the ultimate conclusion, now 
that on the occasion of this jubilee we look back upon 
what has been achieved, it is a duty, arising from 
gratitude, to point once more to the enormous 
social significance which the Institute, on account of 
its own training for accountancy, has had for the 
hundreds among us who lacked the opportunity of 
university education for accountancy either because 
it did not then exist or because circumstances did 
not permit it; through this private association the 
way was opened for a desired and respected status in 
society. 

It is here proper to mention that in 1927 a number 


of graduates from the College in Rotterdam started 


а separate association, the Vereniging van Academisch 
Gevormde Accountants, abbreviated V.A.G.A. Ac- 
countants graduated at the University of Amsterdam 
and a number of those from Rotterdam and Tilburgh 
have swelled the ranks of the Institute. In various 
fields a sound basis for co-operation with V.A.G.A., 

which now has more than 150 members, has fortun- 

ately been established. 


Rules Governing Professional Activities 
Very soon after the organization of the profession, 
those who were in practice realized that there ought 
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to-be fixed rules for the maintenance and improve- 
ments of professional standards, inter alia, to provide 
the bodies charged with disciplinary supervision 
directives on which judgment could be based. 

The most important codifications of these rules 
are the ‘Rules governing professional activities’, 
published in 1910, now considerably amended and 
supplemented, and finally promulgated in 1946. In 
the same year the ‘Code of ethics’ was published. 

Whilst the ‘Rules governing professional activities’ 
refer primarily to the technical aspect of the рго- 
fessional practice, the ‘Code of ethics’ contains 
regulations designed to safeguard the independence 
of the public accountant vis-à-vis the bodies on the 
accounts of which he reports. 

The largely independent development of the young 
profession in this country has naturally (perhaps 1 
should say in accordance with our native character) 
brought into existence a divergence in opinions on 
various matters, some of which are important. In the 
discussion of certain problems, it sometimes seems 
that all is settled, but then greater or lesser authorities 
come forward unexpectedly and the discussion re- 
opens. If the matter is handled with the necessary 
tact, this is, of course, much to be welcomed. 
Fortunately, the Netherlands professional account- 
ants, with their knowledge of other languages are 
able to read foreign publications and to compare 
these with their own views. 

The activities of the Institute in regard to the 
formation of opinion among its members have for a 
long time been restricted to the organization of study 
meetings and annual ‘accountants’ days’ and to 
stimulating contributions from its members to the 
professional publications, at first in the Institute's 
own journal, and later in a monthly publication on 
accountancy and business economics with an inde- 
pendent editorial board. 

Some years before the Second World War it 
appeared that a permanent committee was needed 
for the study of accountants' reports published with 
the accounts of enterprises. In this connection it 
should be borne in mind that in this country there 
are no general rules as to the wording of accountants' 
reports. The work of this committee was intended to 
create as much order as possible in this important 
matter and, if necessary, to give advisory assistance 
to the members who had issued these reports. 

After the Second World War, it was deemed 
desirable to give this committee wider terms of 
reference, for which purpose it was combined in 1950 
with a previously formed study committee on 
professional development, which had not yet com- 
pleted its task. 'l'his combined committee was 
named the ‘Committee of advice on professional 
matters’. For some years past the committee has 
done notable work, partly through sub- committees 
formed for each particular problem. 

It ought to be regarded as an interest of the first 
importance for the profession and its development 
that the best minds of our association devote them- 
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selves to this work. Some important problems with 
which the profession is struggling have thus been 
brought closer to their solution, a full light has been 
thrown on others, but many problems are under 
consideration or are clamouring for it. Thus it may 
beocme.true for various problems, what recently a 
business associate told me by way of a joke, namely, 
that he had put the same question to two accountants 
and that their answers had been identicall 

In 1953 the Institute appointed a separate com- 
mittee on administrative organization methods, 
which studies the problems in this field. If only the 
most recent developments in accounting techniques 
and the universally increasing interest in the field of 
organization are appreciated, it will be evident that 
the task of this committee is a very important one. 


Disciplinary Control 

Now I will discuss shortly the last point in connection 
with the internal organization of the Institute — that 
of disciplinary jurisdiction. Right from its foundation, 
N.LV.À. has placed its members under this juris- 
diction, which for many years has been administered 
by members of the association, assisted by members 
of the bench. For some years reports of the judgments 
have been published in brief in the journal of the 
Institute. 

` To give a rough idea of the extent of this matter, I 
will give you some figures of the last ten years. Í 
found a total of 82 cases considered, 12 of which 
were taken up at the request of the Council. Up to 
April 1st, 1955, 73 of them had been concluded, of 
which there were 11 with a warning (not to be regarded 
as a punishment) and 32 with an acquittal, so that 
there were 30 punishments consisting of 15 repri- 
mands, g suspensions and 6 expulsions. These 
figures demonstrate clearly that this jurisdiction 
serves not only to protect the general interest of the 
community, but, considering the number of acquittals, 
to protect the members against unjustified complaints. 

The assistance received by the Institute from 
members of the bench during all those years cannot 
too deeply be appreciated. 


Statutory Regulation 

I have already stated in passing that the organization 
of the profession in the Netherlands was effected 
without any official support in the form of regulations 
concerning either appellation of exercise of the 
profession, or as in England, in the form of a. law 
instituting a statutory audit of limited liability 
companies and so stimulating the demand.for the 
services of members. Inherent in this liberty was, 
and stil is, the generally known circumstance that 
anyone in the Netherlands may call himself 'an 
accountant’; neither title nor profession are protected. 
To prevent the chaos to be expected from this, the 
Institute has, since the day of its foundation, stated in 
its articles of association that it will endeavour to 
obtain statutory regulation of the profession. 

The freedom to use the title of ‘accountant’ 
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naturally involved its widespread adoption; part of 
the goodwill obtained by the Institute at a higher 
level of professional competence, has passed with the 
use of the title to a lower level. The work of hundreds 
of those who call themselves ‘accountants’ is in fact 
limited to giving assistance in book-keeping —to a 
greater or lesser extent ~ and in acting as tax advisers. 

Many of these ‘accountants’ have remained 
unorganized, hundreds of others have founded new 
associations. In addition to N.I.V.A. and V.A.G.A., 
and not counting the associations of civil service 
accountants, this country has at present ten associa- 
tions with ‘accountant’ in their names. Only two of 
them organize examinations in a serious way (one 
has done so for a long time, the other only for some 
dier although their basis does not come up to the 
evel of that of N.I.V.A. Together these two associa- 
tions have fewer than 100 members who have passed 
the examination. Their other members, together with 
the members of the other associations, total more 
than 1,000. ТЕ may be definitely assumed that there is 
in addition another group of far more than 1,000 
unorganized persons who perform professional work 
under the title of ‘accountant’. This means that for 
every accountant who, according to our standards, 
may lay claim to the title of ‘accountant’, there are 
two others who do not come up to these standards. 
This has led to the complaint: ‘All are not accountants 
that carry bulky brief-cases.’ Truly a chaotic situation! 

N.LV.A. realized from the start that the freedom 
to use the title of ‘accountant’ ~ even for those who 
can hardly claim any theoretical preparation -- would, 
however regrettable, in fact create some right, which 
cannot very well be taken away without causing 
injustice. The various efforts of the Institute to 
obtain statutory regulations have, therefore, always 
been based on the idea that the strivings should be 
confined to instituting a distinctive qualification 
for those who can be recognized as competent and 
of good reputation. These accountants would then be 
described by a separate title — a recent suggestion i8 

_‘registered-accountant’. The title of ‘accountant’ 
would then remain open to all just as it has been in 
the two big countries for the accountancy profession ~ 
the United Kingdom and the United States. 

A bill drafted in this spirit by the Ministerial 
Committee of 1928, under the chairmanship of 
Dr H. Bijleveld, was put before the Second Chamber 
of Parliament for consideration under a former 
minister, Mr Steenberghe, in the 1939-40 session. 
Unfortunately, the Bill remained undiscussed since 
our country was involved in the war in May 1940. 

It may be worth mentioning for the benefit of 
posterity, that during the period of ‘the occupation’, 
accountants in the Netherlands were threatened with 
a draft statutory regulation under the auspices of 
the occupational authorities – a threat similar to that 
which was carried into effect in Belgium and France. 
The danger was averted in this country; Dr 
Hirschfeld, who was in charge of economic affairs 
and with whom a delegate of the Council of N.LV.A. 
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was in touch, promised that the draft put before him 
should be ‘shelved’. During that period, legal 
regulation of the accountancy profession was to be 
regarded as ‘not urgent’. 


А Government Committee on Regulation 


In 1947, N.LV.A. was requested by the Ministry of 
Economic Affairs to have the matter reconsidered by a 
committee. This led to the issue of a detailed report 
in 1953, which endorsed the Bill of 1939 in general 
outline. The State Secretary for Economic Affairs 
constituted a new Government committee in 1954, 
with instruction to give recommendations concerning 
the question whether legal regulation is desirable 
and, if so, what form such a regulation should take. 

This committee is headed by Professor W. C. L.- 
van der Grinten, and N.I.V.A. is represented on it. 
The Institute and the profession in general аге 
awaiting the result of the work of this committee 
with great interest and, I may вау, with some tension. 
Since statutory regulation cannot be accomplished 
without sacrifice for those who have reached the 
highest level, there is indeed something at stake for 
members of the Institute. During the long period in 
which the efforts to obtain legal regulation have not 
led to results, the position of N.I.V.A. has become of 
such a nature that being a member of it has wellnigh 
become a sufficient hall-mark for those desiring the 
services of accountants to determine their choice. 
Nevertheless, as appears from its recent pronounce- 
ment, the Institute recognizes the necessity of 
establishing order in this matter and for this reason 
it will gladly give its co-operation to a regulation to be 
made by the authorities, provided always that it 
does not impair the level reached, but stimulates a 
further development. This is of importance not only 
for members, but also – and in my opinion even more 
important – for Netherlands industrial life (nationally 
and internationally) and for those fields in which the 
authorities avail themselves of the services rendered 
by accountants. 


The Work of the Accountant 


I now come to the function of the accountant in our 
economic system. What is his actual work, what is to 
be considered characteristic of the profession? 

In the period of the foundation of the Institute it 
was chiefly his knowledge of book-keeping and his 
skill in putting it into practice which enabled him 
to come to the fore, Very soon, however, his particular 
function of auditor of financial statements gained 
importance; as early as the year of foundation, the 


, advisability of having accountants to assist directors in 


their supervision of the administration was pointed 
out in a dissertation by a lawyer, Dr C. de Roon 
Swaan, entitled "The supervision of the limited 
liability company’, in which reference was also made 
to the provisions of thesEnglish Companies Act. 

This reference to the limited liability company was 
not without ground; from 1890 till 1900 the number 


‘of limited liability companies in this country multi- 
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plied by about four, reaching a total of approximately 
4,000. Many of these companies made appeals to the 
investing public for the full or partial financing of 
their affairs, and thus the figure which is at present 
characteristic for the structure of our business life 
came gradually into being; viz. the entrepreneur, 
leading a commercial undertaking, which is financed 
by others who are frequently nameless shareholders to 
him and to whom he must periodically render account 
of, his activities. 

‘This distant separation between management and 
ownership stressed the need for an audit of the 
accounts of management by those who are in 
general charged with the supervision, viz. the 
directors. It need now hardly be said that with the 
growing size and the complex structure of many 
enterprises an actual verification of the balance sheet 
and profit and loss account is practically impossible 
for directors to undertake, not only because of lack of 
time. Owing to this development, the task of the 
accountant, as independent auditor particularly of the 
annual accounts, has become the most essential part of 
his work. It is this element which determines his 
specific place in economic life. Its significance 
becomes obvious when it is realized that the number 
ofjlimited liability companies at present established in 
the Netherlands is more than 20,000. Though this 
number includes many private companies which 
make no use of the public capital market, there are 
ori the other hand many private companies which have 
rajsed funds from third parties by private contract; 
an audit on behalf of these third parties is desirable. 
Science of Auditing 
The study of АНЕ had to develop for many years 
before it was quite clear to the accountants on what 
principle the auditing function should be based so as 
to! define the extent of the work to be performed. 
It! is due to the outstanding merit of Professor 
Limperg that the so-called ‘doctrine of aroused 
confidence’ developed by him, has afforded a clear 
basis. In short his theory is, that the scope of the 
audit must be such that the reliance placed in the 
accountant's report by an intelligent layman is not 
betrayed. This function stamps the accountant as what 
in professional circles is called the confidential and 
trüsted representative of business and economic life. 

Besides the growth of the limited liability com- 
pany as a form of business activity, the auditing 
fuhction of the accountant has had another strong 
incentive, i.e. that of the levy of taxes by the authori- 
ties based on profits and/or on distribution of profits. 
The interests of both the taxpayer and the authorities 
necessitates that results are determined as accurately 
as| possible. This influence manifested itself par- 
ticularly with the levy of the war-profits tax resulting 
Е the First World War. The authorities themselves 

ed accountants to check the returns; in 1916, 
a a permanent accountants’ department for the Revenue 
was instituted by Royal Decree, and p 
established iren offices throughout the country. A 


| 
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special examination was instituted for those who 
wished to become Government auditors. For a long 
time this has been co-ordinated with the N.I.V.A. 
examination. 

Expert knowledge in matters of taxation was 
indispensable to the accountant in his auditing 
function; as a result, he was also in a position to meet 
the steadily increasing demand of the taxpayer for 
advice in taxation. Up to this day a great many 
independently established accountants conduct a 
‘tax practice’, although of these many restrict 
themselves on principle to acting for the under- 
takings they audit. 

Apart from his activities as auditor and tax 
adviser the accountant as expert in accountancy and 
administrative matters has always been busy as 
adviser in matters of administrative organization. 
Owing to the rapid development of technical appli- 
ances, many accountants have, however, been 
obliged to yield ground in this respect to the distinct 
organization and efficiency specialists who serve 
business life with their expert knowledge. Having 
regard to the auditing function, I consider it of im- 
portance that the accountant should maintain his 
general expertness in the field of administrative 
organization at the correct level, even though this 
may be done by internal specialization within his own 
office. 

In addition to the functions already mentioned, the 
accountant has assumed increasing advisory duties in 
respect of general problems pertaining to business 
economics, such as financing, cost accounting, price- 
fixing, budgeting, merger and liquidation. The 
development of the theory of business economics as 
part of the science of economics in general started 
in this country very shortly after the beginning of 
this century; university education in this field of 
science started in 1909 with the late Professor 
J. G. Ch. Volmer, a member of our Institute, as a 
professor in what was then called the ‘science of 
business’ at the Technical College of Delft. This 
development, to which Limperg and Nico Polak have 
greatly contributed as professors of the University of 
Amsterdam and the College of Rotterdam res- 
pectively, has provided the basis for the scientific 
education of accountants. 


Company Management 

Various functions are carried out by the public 
accountant on behalf of the top management, such 
as the auditing of transactions delegated to lower 
functional levels, the function of tax expert, efficiency 
expert and organizer of administrative systems. Ín the 
large enterprises these tasks are in whole or in part 
carried out, to an increasing extent, by an internal 
auditor. Size and complexity have made it economic 
to have these functions performed by a member of 
the company's staff. It goes without saying that 
because he is an employee a report, issued in his 
auditing function, is of no value to third parties; 
therefore it cannot be used for publication. 


388 


The multitude of problems which must receive 
the accountant’s attention and the rapid development 
discernible in the various fields in which he is 
engaged, have already raised the problem of whether 
specialization is desirable. I share the objections 
raised against it, but: nevertheless, I think there is 
cause for not considering this question as being 
settled. This problem is also connected with that of 
the limitations and bounds of the accountant’s 
essential functions and with that of his relations with 
other professions. A committee within the framework 
of the Institute is giving particular attention to this 


latter point. 
Auditing 

As regards the accountant’s activities, principally in 
his function as auditor but also in his capacity as 
adviser, the first essential is that he shall be independ- 
ent. Hence the Institute, in 1947, laid down stringent 
rules, which have inter alia resulted in prohibiting 
a member from carrying on public professional 
practice while an employee except as an employee of 
another public accountant. Practising in the name 
of a body corporate, e.g. a limited liability company, 
has consequently become. impossible, 
this rarely occurred in this country ~ unlike the 
custom in Germany, for example. Thus we fully 
link up with the practice in the United Kingdom and 
the United States. 

In my earlier remarks І pointed out that develop- 
ments in the field of the accountancy profession were 
not supported by any law or regulation by the 
authorities or from any other quarter. Then I 
referred to the fact that the title and profession 
remained unprotected and to the absence of any 
statutory audit of published accounts. 

'The Netherlands commercial code entitles share- 
holders or directors to give instruction for an audit 
of the accounting records, but it does not prescribe 
such an audit as in Great Britain and Germany, for 
example. Neither is an audit required for enterprises 


wishing to have their stock officially quoted on a: 


stock exchange in this country, in contrast with the 
United States and other countries. 

The profession was, therefore, compelled to find 
its own way to secure its work and thus had to 
depend almost entirely on the voluntary acceptance 
of an audit by the principals. Not until recently has a 
statutory audit been prescribed as regards certain 
annual accounts, viz. those relating to pension and 
saving funds, with a view to the interests of many 
thousands of employees. According to a statement 
kindly supplied by the Insurance Chamber, a total of 
2,200 funds is involved. 

It may be asked whether the absence of any 
protective provision as referred to above has been 
adverse to development of the profession. І am 
strongly inclined to doubt it. 

The work of the accountant has in fact been 
accepted almost entirely without compulsion because 
of its effectiveness. What has been achieved on 
behalf of the profession on this basis is to be con- 
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sidered of much greater value than that which would 
have been acquired had the engagement of our services 
been more or less enforced. 

In a recent publication, “The annual report’, 
issued under the auspices of the four big employers’ 
federations in the Netherlands, there is a recom- 
mendation that the accounts of limited liability 
companies should be audited by a public accountant 
and that his opinion should be published in the 
annual feport. 

I feel inclined to attach a higher value to this 
recommendation as regards the appreciation of the 
profession than that which might have resulted from 
an audit prescribed by law. 

No data relating to the extent to which limited 
liability companies employ public accountants for 
the audit of their accounts is available. A small test 
sample in respect of the year 1951, taken some time 
ago by the Institute's office, showed that out of 559 
companies whose stock was quoted on the Amsterdam 
Stock Exchange, 315 (somewhat over 50 per cent) had 
been audited by a public accountant. À detail that will: 
interest fellow-members is that 93 per cent of these 
audits were carried out by members of N.I.V.A. and 
V.A.G.A. No excessive value should of course be 
attached to the result of such a test sample, but it 
undoubtedly gives some indication, and this is not 
unfavourable to accountants. 

From the foregoing, and from the recommendation 
mentioned above, it is evident, that — even without 
protection — the profession has gained distinction and 
confidence. 

Even without the institution of a general obliga- 
tion for audit, I am convinced that the need for 
audits will steadily increase as a result of the develop- 
ment of business and industrial life and of official 
regulations affecting business in general In my 
opinion, accountants will do well to adjust themselves 
to this natural rise in the need. 


Future of the Profession 


You will have gathered from what I have advanced 
that I consider the prospects of the profession as 
favourable. As regards our position, I dare not go as 
far as one of the prominent men in our profession in 
the United States, at the present time the President of 
the American Institute of Accountants, who recently 
exclaimed in a speech concerning the future of the 
accountant: “Не will be the custodian of what may well 
become known as the age of accounting, in the rest of 
this century.' But, in that large country, compared 
with a mere 250 certified public accountants at the 
beginning of this century, there are now more than 
50,000, furthermore, the urgent need justifies the 
expectation of a considerable increase in the near 
future. 

In this connection it is interesting to note that the 
total number of qualifiedeccountants in the countries 
of the United Kingdom, the cradle of the accountancy 
profession, is estimated at between 35,000 and 40,000. 
Even though examination and other requirements are 
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not identical for all who may fairly claim to be an 
'accountant' yet it is certain that there are still less 
than 1,500 in the Netherlands. 


International Contacts 


Many of you have heard this morning that the work of 
N.LV.A. has been greatly valued abroad; in the early 
stages of its development, the Institute devoted con- 


siderable care to relations with foreign sister organ- . 


izauons, 

In 1926 an international congress was held in 
Amsterdam at the initiative of the Institute under the 
inspiring presidency of the late E. van Dien. This 
was attended by 125 accountants from abroad with 
their ladies, representing seventeen countries. 

Similar congresses have since been organized in 
other countries at intervals of a few years, the first 
after the Second World War being held in London in 
1952. It was an outstanding success and a testimony of 
the increased importance of the profession. The 
Institute may feel highly honoured by the general 
acceptance of its offer to organize the next, the seventh 
international accountants’ congress again in the 
Netherlands. According to an estimate we can expect 
an attendance of nearly 1,000 accountants from abroad 
with their ladies, representing some thirty-five 
countries. ЈЕ is mentioned with gratitude that full 
co-operation with V.A.G.A. has been obtained for 
this congress. 

The international contacts of the Netherlands 
accountants have strongly increased in the post-war 
years; this was partly engendered by international 
contacts in the commercial sphere. This is fruitful 
for our country, especially because of the deeper 
realization of our own concepts which results from it. 
It cannot yet be said that uniformity on the principal 
problems relating to the balance sheet and the profit 
and loss account exists internationally. Unfortunately, 
this is also the case with regard to the auditing work 
of the accountant — the necessary basis for his opinion 
and the wording and significance of the report 
in which his opinion is expressed. Discussion on these 
subjects is possible through friendly professional 
contacts. The profession in the Netherlands has 
proved to be able to make an important contribution 
towards this. 

The Institute sets great store by its connections 
with sister associations abroad, but in line with 
organizations of accountants in the English-speaking 
countries it has not felt able, to its regret, to associate 
with the federation of a number of European organ- 
izations founded some years ago on French initiative 
under the name of ‘Union Européenne des Experts 
Comptables, Economiques et Financiers’. According 
tolthe opinion of the Institute which, inter alta, 
is shared by the British colleagues, the necessary 
common basis for such a co-operation is as yet lacking. 


Relations with other Professions 


With reference to the relations between our pro- 
fession: and other free professions in the Nether- 
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lands that have distinct points of contact with ours, 
viz. that of the lawyers, notaries and actuaries, it may 
be stated that mutual esteem exists in the exercise of 
the professions, resulting in many cases in a fruitful 
co-operation. Fortunately, it may be recorded that 
the respective fields of operation are generally 
mutually respected. 


: Tax Experts and Organization Experts 


In the past two decades two separate professions have 
come into existence, covering a part of what, to some 
extent, was considered to be the province of the public 
accountant – that of the tax expert and that of the 
organization expert. Especially in respect of the latter 
there was for a long time only qualified acceptance 
among accountants, though fortunately there has 
never been evidence of friction of any importance. 
It may be stated that acceptable co-ordination which 
will no doubt be of benefit in future joint activities 
has gradually developed. I repeat that particularly in 
the field of administrative organization the accountant 
will have to exert himself to ensure that his general 
expert knowledge adequately keeps pace with 
technical progress. 


Achievements Surveyed 


Now I have come to the conclusion of my survey. 
Pausing at this milestone in the history of both the 
profession and of the Netherlands Institute of 
Accountants, it may be stated with much gratitude 
that private initiative has succeeded in establishing 
and maintaining some achievements which command 
admiration. 

A professional education on a high intellectual 
level which, while forming a part of a professional 
organization, may be regarded as a unique achieve- 
ment in itself, 

‘Many hundreds of well qualified accountants, who 
are available to the community. 

A solid professional organization supported by 
regulations, which warrant a sound professional 
standing. 

The Institute may rightly rejoice at this, though 
we, its members, must constantly bear in mind our 
failures and shortcomings; continual self-criticism 
and realistic reflection are necessary. 

‘Finally, the question whether all this was acquired 
by our own ability. I hold the view that this should be 
emphatically denied. For this profession, which 
performs its social function primarily by giving an’ 
independent opinion, would never have developed in 
such a way if we did not live in a country where 
freedom of conscience prevails and where free 
expression of opinion is secured. Our community, 
under a democratic Government, has thus provided 
the indispensable basis for the development of this 
profession. 

Development to the level attained here has been 
possible only because in the Netherlands there need 
be no doubt about the integrity of authorities and 
civil servants, because the independence and in- 
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tegrity of the judiciary is an established fact and, 
last but not least, because the management of 
business and industrial life in this country is generally 
of a high level and based on sound о 

One of the prominent men of Netherlands in- 
dustrial life, Dr F. H. Fentener van Vlissingen, 
wrote аз follows on the occasion of our fortieth 
anniversary of the foundation: 


‘During its existence, N.I.V.A. has undoubtedly 
made a material contribution to the excellent 
reputation for soundness and reliability which 
Netherlands industrial life enjoys universally.’ 
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On this occasion I should like to say it in this way: 
“The level of management of Netherlands industrial 
life has materially contributed to the creation of a 
sound, well-qualified accountsnts' profession; this 
level may even have been a determining factor.’ 
May this profession, in the future as at present, 
contribute to an ever-increasing extent through 
proper application of knowledge and skill towards 
the welfare of our people, and may it be mindful 
of the dedication acquired by the word of the Bible: 
"Truth and justice which lead to peace: maintain hem 
within your gates.’ 


WEEKLY NOTES 


The Institute's Autumn Meeting 

The twenty-second autumn meeting of The Institute 
of Chartered Accountants in England and Wales com- 
mences at Southport next Thursday and continues 
until Saturday afternoon. The committee and mem- 
bers of the Liverpool Society of Chartered Account- 
ants are acting as hosts for the occasion and the many 
members and ladies attending will, we are sure, be 
warmly received with a customary North Country 
welcome. 

: The meeting opens on Thursday morning with a 
welcome by the Mayor of Southport, followed by an 
address by Mr W. S. Carrington, F.c.a., President of 
the Institute. There will then be receptions and 
luncheons at The Prince of Wales and Palace hotels; 
these functions have been divided in view of the 
numbers attending and to ensure the comfort of 
visitors. In the afternoon, Mr E. Duncan Taylor, 
Е.С.А., will address the first business session on the 
subject ‘Profit-sharing and co-partnership schemes 
in industry’, while for the ladies there will be alter- 


natives of talks on ‘Gardens’, or the “The house of | 


tomorrow’, followed by a mannequin parade. Mem- 

bers and ladies will attend a civic reception in the 

evening at the kind invitation of the Mayor of 
, Southport. 

On Friday there will be a choice of visits by 
motor-coach and steamer to places of scenic or 
industrial interest or of part in a golf compe- 
tition at Formby Golf Club; there will be a special 
18-holes Stableford competition for ladies at the 
Formby Ladies’ Golf Club. In the evening there will 
be banquets at The Prince of Wales Hotel (for mem- 
bers), and The Palace Hotel (for ladies) followed by 
dancing. 

On Saturday, after a service at Christ Church, 
Southport, the second business session will be held, 
when Mr J. E. Talbot, r.c.a., will present a paper 
on ‘Recent developments in taxation’. The meeting, 
which will be reported in our issues of October 8th 
and rsth, comes to a close on Saturday next, with 
luncheons at The Prince of Wales and Palace hotels. 


The Society’s Cambridge Course 
The Society held a residential course at King’s 


College and Caius College, Cambridge, from Sept- 
ember 22nd to 26th, with the kind permission of the 
Master of Caius, the Provost of King's and the 
Fellows of the two Colleges. One hundred and 
forty-seven members of the Society attended. 
Details of papers read at the course were published 
in last week’s issue. 

On September 25th, morning service was conducted 
in Caius College Chapel by the Rev. H. W. 
Montefiore, Dean of the College. In the afternoon 
of that day, parties made a tour of the colleges of the 
University. On September 26th, there was a guest- 
night dinner in King’s College. In the unavoidable 
absence of Mr Bertram Nelson, the President of the 
Society - who had attended the course – the dinner 
was presided over by the Vice-President, Sir Richard 
Yeabsley, c.B.z., who proposed the toast of the guests. 
The Rt. Hon. Н. U. Willink, M.C., Q-C., M.A., the 
Vice-Chancellor of the University, The Rt. Hon. 
Lord McNair of Gleniffer, and Mr A. W. Christmas, 
Vice-President of the New Zealand Society of 
Accountants, responded. Others who accepted invi- 
tations to the dinner were: 

Sir С. P. Thomson, LL.D., M.A., F.R.S. (Master of Corpus 
Christi); Rev Н. W. Montefiore (Dean of Caius College); 
Rev. J. S. Bezzant, в.р. (Dean of St John’s College); Mr К. E. 
Macpherson, M.A. (First Bursar of King’s College); Professor 
J. R. №. Stone, C.B.E., M.A. (P. D. Leake Professor of Finance 
and Accounting in Cambridge University); Mr J. G. W. 
Davies, О.В.Е., M.A. (Secretary, University Appointments 
Board), Dr W. С. Humphrey, M.A. D.PHIL. (Headmaster, 
Leys School); Miss R. Noel Small (Steward of Caius College); 
Mr A. A. Garrett, M.B.E., МА Mr К. J. L. Kingsford, M.A. 
(Secretary, Cambridge University Press); Mr K. E. Berrill, 
M.A.; Mr А. Silberston, М.А.; Mr Brooke Crutchley, M.A. 


'The Association's Annual Conference 


The annual conference of The Association of 
Certified and Corporate Accountants opened in 
Edinburgh yesterday evening, with the President’s 
Reception for members, ladies and guests at The 
North British Hotel. 

This morning, the first business session takes 
place, also at The Norfh British Hotel, when Mr 
Harold Е. Wincott, Editor of The Investors’ Chronicle, 
presents a paper on “The place of the accountant in 
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modern society’. Mr W. Macfarlane Gray, F.A.C.C.4., 
President of the Association, will take the chair. In 
the afternoon there will be opportunities to tour the 
Royal Mile and visit Holyroodhouse or attend a 
matinée performance of the comedy АП for Mary, at 
the Royal Lyceum Theatre, while in the evening a 
‘Scots Nicht’, arranged by the Association's Edin- 
burgh and East of Scotland Branch, takes place at 
the Adam Rooms. Tomorrow there will be an all-day 
coach tour to the border country. 

At the second business session on Monday 
morning, a paper entitled ‘Modern back duty 
practice’ will be presented by Mr Ronald Staples, 
Founder-Editor of Taxation. Mr A. C. S. Meynell, 
F.A.C.C.A., Vice-President of the Association, will be 
in the chair. In the afternoon, golfers will compete at 
Murrayfield Golf Club for the Jubilee Trophy which 
is presented for annual competition by the President, 
and in the evening the Rt. Hon. John D. Banks, 
с.в.., Lord Provost of Edinburgh, will give a 
reception at the City Chambers; dancing will follow. 

Mr Е. А. Callaby, в.А.С.С.А., F.C.W.A., of The 
Plessey Co Ltd, will present a paper on 'Accounting 
for human nature; management accounting in 
action’, at the third business session on Tuesday 
morning; the chairman will be the Rt. Hon. Lord 
Latham, J.P., Е.А.С.С.А., Immediate Past President 
of the Association. There will be a coach tour to 
Linlithgow, the Forth Bridge and places of interest 
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in Edinburgh in the afternoon, while branch and 
district society representatives will meet at The 
North British Hotel. 

The conference, which has every appearance of 
being one of the most successful to be held by the 
Association, concludes on "Tuesday evening with a 
conference dinner and dance at the Assembly Rooms. 


Fuel Efficiency 


А warning on rising fuel costs was given by Mr E. J. 
Роде, managing director of The Steel Company of 
Wales and a director of the National Industrial Fuel 
Efficiency Service, at the opening of a course for 
works and plant engineers organized at Oxford by 
the National Industrial Fuel Efficiency Service. 
He said that, in round terms, this country would 
need the equivalent of at least 300 million tons of 
coal a year in twenty years' time. Until nuclear power 
became available in much larger quantities, Britain's 
fuel supplies would not meet its needs. It would 
appear that 250 million tons will be the. maximum 
output to be expected from the coal industry. 

It was, therefore, vital that the available supplies 
should be used in the most efficient way. Fuel 
economy must be practised on a larger scale and 
installations put in which would economize in fuel, 
even those which might seem to produce small 
savings in comparison with total annual expenditure 
of a particular industry on fuel. 


FINANCE AND COMMERCE 


Gradually a new pattern is being worked out in the 
stock-markets. The attractions of redemption yields of 
over 4$ per cent on medium-dated Government 
stocks are beginning to attract attention with the 
gilt-edged market as a whole being assisted by some 
pump priming in advance of the next Funding 
operation. Equity sections are suffering, both from 
the switch of interest to the Funds and from the 
counter attraction of a heavy volume of new issue 
activity. 
| Valuation Adopted 

The directors of Walker Bros Ltd, constructional 
engineers, steel sheet makers, galvanizers, etc., have 
this year put the fixed assets on a new basis. Last year, 
the balance sheet carried a footnote giving an up-to- 
date valuation of the fixed assets for comparison with 
the book values, the valuation being made by Messrs 
Leopold Farmer & Son on a going-concern basis as 
at March 31st, 1954, the date of the accounts. 

This year, says Mr Thomas Allen, the chairman, 
the current values have been written into the balance 
sheet and the surplus carried to capital reserve. In 
figures, it amounts to the fact that fixed assets are 
now shown at £159,937 against £58,308 at previous 
balancing date, and £100,478 surplus has been dealt 
with as stated. 

But the basis on the fixed asset values is stated in 
these accounts to be ‘as independently valued at 


March 3186 1955, whereas it would seem that 
this is the date the valuation was adopted in the 
accounts and not the date of the valuation itself. 
Unless, of course, there was another valuation made 
last March. This week’s reprint is from the Walker 
Bros Ltd accounts. 


Selling Fixed Assets 

The directors of George Cohen, Sons & Company Ltd 
have this year decided to transfer to general reserve 
the net profits on sales of fixed assets. For some years, 
says Mr Cyril Cohen, the chairman, ‘we have shown 
in the balance sheet, as a separate figure, the difference 
between the proceeds and the net book value of 
fixed assets which have been sold or replaced’. A 
substantial reserve, he points out, has thus been 
built up. 

The board now think that no useful purpose is 
served by showing the item separately, and have 
therefore decided that it should go to general 
reserve. The total transfer for the group amounts to 
£190,566. 

The report, accounts and chairman’s statement 
(the latter as a separate inset) are notably good in 
form and presentation, with pictures in colour, etc. 
From the shareholders’ angle, we extract the ‘Brief 
summary of results’, which reduces profits right 
down to dividend cover, one of the most important 
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points for a shareholder, if not the absolute essential. 
From the angle of the man who wants to do business 
in the wide variety of machinery, plant and equipment 
in which the company trades, there is a descriptive 
guide with towns, addresses, 'phone numbers and even 
the name of the representative to ask for. 


GEORGE COHEN, SONS & COMPANY LTD 
Brief Summary of the Results 
This year Last year 
TOTAL GROUP TURNOVER for the year ended £ 
March 3ist was es iu Y iss .. 19,133,000 17,818,000 
and after deducting TOTAL COSTS, less Sundry ; 
Income, amounting to a A xs .. 17,716,000 16,604,000 


the GROUP NET EARNINGS totalled HC -. 4417,000 1,214,000 
which, when expressed as to TURNOVER, show 

&areturnof  ,. ae res ht T 74 one 
INCOME TAX and PROFITS TAX totalled 771, 807, 
Lost Year Excess Profits Levy took D es ar — 67,000 
and NET PROFITS AFTER TAX were therefore .. £646,000 £340,000 


of which the amount applicable to Stockholders of the 
^ Parent Company was m m Ex .. £643,000 £340,000 
AVERAGE CAPITAL employed In the Group's busi- 

ness wet "a T -€ Si m .. £5,630,000 £5,175,000 
NET EARNINGS applicable to Stockholders, ex- 





pn as % TO CAPITAL EMPLOYED were .. 2596 23-596 
DIVIDEND COVER (before charging Excess Profits 
Levy last year) was as follows: 
Preference Dividend .. 17 times 9 times 
15% (12%) Ordinary Dividend .. 4times — 3times 


Valuing Stock 


Can one expect a board of directors, when introducing 
a new system for stock valuation, to go into detail 
about the defects of the old method? The directors of 
'Thomas Hardman & Sons Ltd have this year adopted 
а ‘more accurate system’, They felt the method of 
calculating manufactured stock which was in use 
should be carefully considered because it appeared 
that under abnormal circumstances, it could reflect 
an inaccurate value. 

The change in the method, it is stated, occasioned 
considerable extra work both to staff and auditors 
and is the reason for delay in presenting the accounts. 
‘The alteration is regarded, however, as necessary, as it 
is only by valuing on an actual cost basis, says the 
chairman, that it will be possible to ensure that each 
year's working will be truly reflected in the accounts. 
"The balance sheet thus shows stock-in-trade and 
work in progress at cost or at market value, as 
certified by the directors, the figure being £307,724 
compared with the previous £258,998 when the 
‘basis was cost, estimated cost or market value. 

Mr Hardman says that the change has entailed a 
revision of the value of stock at March 31st, 1954, 
the previous accounting date, of £4,215. 

Nothing is said, however, as to why the old system 
"was unreliable. 


Money Market 

‘Popularity of end-year maturing Treasury bills was 
‘reflected in applications of £369,740,000 for the 
£280 million of bills offered on September 23rd. 
"The market concentrated on the Wednesday to 
Saturday maturities and the bid of £98 19: 84 
:chieved 66 per cent of requirements. The average 
discount rate was {4 1s §-14d per cent. This week's 
-offer is £280 million, or Хто million more than 
zmaturities. 
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WALKER BROTHERS LIMITED AND SUBSIDIARY COMPANY 


Consolidated Profit and Loss Account 
for the year ended March 3136, 1955 


















































1954 
£ £ £. 
163,591 Profit from Trading before charging items 
. shown below .. mm T T Ex 271,126 
Deduct: 
1,592 Directors’ Remuneration ~ Fees .. et 1775 
17,665 Other Emolu- 
ments .. 28,859 
19,257 30,634 
720 ' Auditors’ Fees and Expenses Em 720 
200 Registrars’ Fees a ià ae 200 
10,069 Depreciation .. за T s .. 10,031 
2,006 Staff Pension Scheme m .. .. 3,305 
32,252 44,890 
131,329 Profit before providing for Taxation 226,236 
Deduct: 
Taxation based thereon 
61,339 Income Tax iw ny i - 98,967 
9,100 Profits Tax.. as m i .. 20,000 
17,839 Excess Profits Levy a. v а — 
88,278 118,967 
Additional Provision for future Таха- 
14,652 tion In Subsidiary Company .. vx — 
102,930 118,967 
Less Adjustment In respect of previous 
. 2,372 year an ae m ae 03552 
100,558 115,415 
Less Transferred from Taxation Equaliza- 
1,200 tion Account .. zm oF ša 650 
99,358 114,765 
31,981 Consolidated Net Profit .. 101,471 | 
14,038 Less Retained by Subsidiary .. 48,475 
17,943 62,996 
13,286 Forward from last year 15,829 
Balance avaliable in Parent Company's 
31,229 Accounts Ss sta s m 25 78,825 
Appropriations 
Dividends: 
Paid — interim of 5 per cent (fers Income 
Tax) on the Ordinary Share Capital of 
1,925 £140000 .. is ma VÉ .. 3,850 
Proposed. Final of 30 per cent (fess Income 
Tax) on the Ordinary Share Capital of 
13,475 £210,000 (see Note 2 on Balance Sheer) 36,225 
15,400 40,075 
Balance to next as shown in the 
— Balance Sheet of Walker Brothers ene 
£15,829 Limited Js s B T e £38,750 





WALKER BROTHERS LIMITED 
Report of the Auditors 
To the Members of Walker Brothers Limited 


We have obtalned all the Information and explanations which to the best of 
our knowledge and bellef were necessary for the purposes of our audit, In 
our opinion proper books of account have been аре by zhe Company „о 
far as appears from our examination of those books, We hava examined the 
annexed Balance Sheet which is In agreement with the books of account. In 
our opinion and to the best of our Information and according to the ехрјапа- 
tions given to us, che sald Balance Sheet gives the Information required by 
the Companies Act, 1948, and shows a trua and falr view of the state of the 
Company's affairs as at March 3146, 1955. 

We have also examinad the annexed Consolidated Balance Sheet and 
Consolidated Profit and Loss Account of the Company and its Subsidiary 
with the Accounts of the Parent Company audited by us and the Accounts of 
the Subsidiary Company audited by Blakemore, Elgar & Co, London. in 
our opinion such Consolidated Balance Sheet and Consolidated Profit and 
Loss Account have been properly prepared in accordance with the provisions 
of the Companies Act, 1948, во аз to give a true and fair view of the state of 
affairs and profit of Walker Brothers Limited and its Subsidiary, so far as 
concerns Members of Walker Brothers Limited. 


• PERCY А GITTINS, 
Chartered Accountants, 
Dudley. 
uly 12th, 1955, 
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WALKER BROTHERS LIMITED ~ Balance Sheet, March 31st, 1955 


Mar, 31/54 
; 5 


Authorized Share Capital 
1,400,000 Ordinary Shares of 2s each (See 
Note 2) РА 


lasued Share Capital 
1,400,000 Ordinary Shares of 8 each (See 





£ 


140,000 


£ 


114,672 


121,032 





375,704 


29,250 


115,328 


£520,282 


















































140,000 Nate 2) EN "m 
Capita] Reserve (See Note 2) 
13,894 As at March 3151, 1954 
_ Add Surplus on valuation of Fixed Assets . 
13,894 
Revenue Reserves and Surplus 
82,282 General Reserve (See Note 2) ae zs 
15,829 Profit and Loss Account Balance .. aa 
98,111 
252,005 
Future Taxation 
23,000 Income Tax, 1955-56 . Tm m 
3,400 Taxation Equalization Reserve x3 .. 
26,400 
Current Liabilities 
70,441 Sundry Creditors and Accrued Charges 
Amount due to Subsidiary Company, 
~ Benford Ltd. .. 2 T oe 
10,516 Taxation 
Final Dividend — Proposed Appropriation - - 
13,475 On Ordinary Shares, less саҳ .. Я 
94,432 
1372.837 
WALKER BROTHERS LIMITED 
Маг, jus 
Authorized Share Capital 
1,400,000 Ordinary Shares of 2s each (See 
Note 2) ae T oe a oe 
Issued Share Capital 
1,400,000 Ordinary Shares of 2s each (Sés 
140,000 Note 2) ie F m 
Capital Reserve (See Note 2) 
17,994 Азас March 3157, 1954 es 
— Add Surplus on valuation of Fixed Assets . 
17,994 
Revenue Reserves and Surplus 
General Reserve (Sea Note 2) x Er 
31,902 Profit and Loss Account Balance .. 2e 
114,184 
272,178 
Futura Taxation 
60,500 Income Tax, 1955/56 yx vs 
7,300 — Taxation Equalization Reserve ue .. 
67,800 
Loan ~ Subsid Compan Secured by 
25,000 Mortgage) ay ја : .. .. 
Current Liabilities 
181,169 Sundry Creditors and Accrued Charges .. 
47,262 Taxation , 
Final Dividend — "Proposed Appropriation: 
13,475 On Ordinary Shares, jess Tax . m 
241,906 
• 
1606,884 


140,000 


17,994 


82,282 
103,298 





226,381 
29,802 


36,225 





£ 


162,476 
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Mar. 31/54 
£^ £ £ 
(at cost 
lass depre- Fixed Assets 
ciation) As independently valued at March 31st, 1955 
Я Freehold oe Bulidings ee 3s 78,500 
23,509 Plant, Machinery, Transport, etc. x^ 81,437 
58,308 159,937 
Subaidiary Company 
80,000 Shares at cost . a es .. 80,000 
— Dividend Recelvabla (net) A a .. 34,500 
4 Current Account ae с, ae) ВЯ — 
80,004 114,500 
- Current Assets 
88,909 Stock and Work In Progress 77,987 
Sundry Debtors and Prepayments after 
making provision for Doubtful Debts and 
125,453 Discounts .. bs .. 117,638 
20,163 Cash at Bankers and In Hand .. T » 
234,525 245,845 
T. A. W. ALLEN 
Е; H. BRAMLEY |: Directors. 
R. S. HEWINES, Secretary. 
(1) At March 31st, 1955, there were commit- 
ments іп respect of future Capital Expendi- 
ture amounting to £3,000 (1954 – £1,255). 
(2) On May 9th, 1955, the Authorized Capital 
was Increased to £250,000 by the creation 
of 1,100,000 additional Ordinary Shares of 
2s each, and on the same date the Issued 
Share Capltal was Increased by £70,000 to 
£210,000 by cxpitalization of Reserves as 
follows: Ё 
From Capital Reserve .. . 13,894 
From General Revenue Reserve 56,106 
£70,000 
£372,837 £520,282 
AND SUBSIDIARY - Consolidated Balance Sheet March 3156, 1955 
Mar. 31/54 
£ Е £ 
(at cost 
less depre- 
elation) Fixed Assets 
As Independently valued at March lst, 1955 
61,891 Freehold Land and Buildings PA 125,500 
48,366 Plant, Machinery, Transport, ete, au 129,614 
110,257 255,114 
Mortgage Redemption Policy 
2,304 Premlums paid vé et xs Be 3,456 
Current Assets 
192,209 Stock and Work In Progress 226,567 
Sundry Debtors and Pre payments after 
making provision for боем Debts and 
726,489 Discounts... s .. 259,932 
75,625 Cash at Bankers and in. Hand ve .. 165,295 
494,323 651,794 
ER BRAMLEY у Directors. 
R. S. HEWINES, Secretary. 
. (1) At March dist, 1955, there were commit- 
ments In respect of future Capital Expendl- 
ture amounting to £7,577 (1954 — £2,499). 
(2) On May 9th, 1955, the Authorized Capital 
was Increased to £250,000 by the creation 
of 1,100,000 additional Ordinary Shares of 
2s each and on the same date the Issued 
Share Capital was Increased by £70,000 to 
£210,000 by capitalization of Reserves as 
follows: £ 
From Capital Reservo .. .. 13,894 
From General Revenue Reserva.. 56,106 
£70,000 
(3) The Mortgage Redemption Policy ls repre- 
sented by an Endowment Assurance for 
£25, 000 on the life of the Subsidiary Com- 
ро y's General Manager. The Surrender 
alue of the Policy at March 31st, 1955, 
——— was £1,687 (1954 — £912). ————— 
£606,884 £910,364 


£910,364 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Sales Ledger System 


Sir, – I would like to thank all your readers who have 
во kindly responded to my request for suggestions as 
to a suitable method of sales ledger system, where 
customers buy once and once only (August 2oth issue). 

I have received many extremely helpful suggestions 
and I would like to say that I very much appreciate 
the assistance I have been given: 

Yours faithfully, 
J. 5. NETTLETON. 
Sunbury-on-Thames, Middx. 


‘Half-time Results’ 


Sm, - Your correspondent ‘J. M. С.’ in your issue 
of September 17th, has surely missed the main point 
and purpose of quarterly or half-yearly reports. 

The purpose of these reports, as I see it, is to 
prevent speculation on the stock exchange. 'The 
genuine investor is kept informed at frequent inter- 
vals of the progress of his investment, and speculation 
is farless likely in the shares of a company whereup-to- 
date information is available. The company surely 
gains in having as its main shareholders, long-term 
holders rather than short-term speculators who are 
gambling on the annual dividend announcement. 

Yours faithfully, i 

Liverpool. K. M. TOWNSEND. 


‘Experientia Docet’ 


Sm, – With reference to Mr Patrick Gook's article, 
‘Experientia Docet’, in your issue of September 24th, 
surely the principle Lord Justice Singleton was 
expounding was that the law could not be used to 
compel a taxpayer to continue in his wrongdoing; 
for this is what the principle (of not being permitted 
to render a correct return) propounded by H.M. 
Inspector of Taxes, really means. The purpose of 
the law is to prevent, not to promote, wrongdoing. A 
taxpayer has, in my view, all the time up to the 
moment of ‘discovery’ by the Revenue in which to 
render a correct return. Conducting one’s income tax 
affairs on this basis involves taking tremendous risks, 
of course. 

The example of the burglary seems to me incor- 
rectly construed. If the burglar, before reaching the 
front door, had replaced on the Georgian desk the 
silver snuff-box he had taken a few seconds earlier 
and if, a few seconds after the act of replacing had 
been completed the owner had walked in, could he 
have 'discovered' a burglary? 

'The three categories of offences enumerated in the 
article appear to me to be three shades of the one 
colour. Particularly, (b) and (c) appear to be out of 
place in so mattér-of-fact a subject as income tax. 
How can a state of mind be proved? I am ready to 


admit that the state of a taxpayer's mind is just as 
much a matter of fact as the state of his stomach, 
except that in the latter case there are frequently 
outside symptoms assisting to a conclusion, e.g. a 
bucolic tinge overspreading an otherwise pallid 
complexion. 

I am afraid І am unimpressed by the introduction 
of states of mind into income tax matters, much 
preferring the guidance of the golden and straight 
mete-wand of the law as outlined by Lord Justice 
Singleton. Yours faithfully, 

London, ЕС2. E. HARMAN. 


Inspector Questions Directors’ Fees 


Sir, — А local Inspector of Taxes is querying fees 
voted to properly-elected directors, and this appears 
to open up a very wide subject. In one case, two 
daughters have regularly been voted £500 each, and 
it must be admitted that neither does a lot for the 
business. In the other case, however, a client has 
formed a company to run a second shop; his wife 
has, very reasonably, been voted {150 and himself 
only £100. The Inspector proposes to transfer тоо 
from the wife to the husband on the grounds that his 
worth to the business is greater than hers. He has 
income from his first shop of about {£1,800 and, 
naturally, we do not want to involve him in surtax. 
Incidentally, direction under Section 245 is unlikely. 

We doubt the Inspector's right to interfere with 
properly-voted fees, but would very much like other 
views. The Inspector quotes Section 137 (a) and (6) 
of the Income 'T'ax Act, 1952, and 'case law applicable 
thereto’. Yours faithfully, 

M. 


Articled Clerk's Income: Tax Position ` 


бів, - I would greatly welcome the opinions of your 
readers regarding the child allowance claimable by 
the parent of an articled clerk. 

As Section 3 (b), Income Tax Act, 1952, now 
appears to be inapplicable, the clerk’s emoluments as 
such cease to be relevant, and that it is his total 
income from all sources which is the deciding factor 
(Section 4, supra). If that is the case, the following 
two matters need clarification: 

(1) If the clerk receives a small amount of interest 
on a savings bank account (the capital having 
been.provided by the parent), is this excluded 
in considering the income of the clerk if he is 
under 21 years of age, in view of the provisions 

. of Part XVIII of the Act? - 

(2) If a premium of, say, {50 has been paid and is 
returnable (under the articles) during the first 
two years, together with a weekly salary of, say, 
305 per week during the five years, how is the 
premium treated in considering ‹ће clerk's 
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income? Mention of premiums is made in the 
second part of Section 3 (6), but does not 
appear to be lucid. Moreover, it does not in 
any case appear to be operative now. (Finance 
Act, 1955, Section 2 (5).) 
Yours faithfully, 
COMPLEX. 


Directors of Limited Company: 
National Insurance 


Sir, - Your correspondent "Tora Data’ asks for 
readers’ views on the ruling by the Ministry of 
National Insurance that company directors with 
(an apparent) controlling or major interest in a 
company are self-employed unless they have a 
contract of service (September 24th eic) 

‘I have advised directors to pay as employees in 
the same manner and circumstances as “Tora Data’ 
and I still maintain that 1 am correct in so doing. 
There is no logic in the insurance ent. Thus, 
the Ministry is satisfied to get 8s 5d from the directors 
rather than 12s 94 from the director and the com- 
pany together. The point missed, however, is that by 
labelling a director in these circumstances ‘self- 
employed’ the Ministry sets out to free itself from 
any future liability (however improbable) for unem- 
ployment payment; it would appear that this point 
is uppermost in the Ministry mind, for which it is 
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prepared to forgo 4s 4d per week. I have put the 
anomaly before the Institute of Directors, but no- 
body seems interested enough to fight the matter. 

I know of a case where a young lady has visited 
a works to quiz a director in these circumstances, 
inquiring as to the nature of his control, whether or 
not there is any difference in the position as com- 
pared with that before the company was formed, 
and who has arrived at the conclusion that the director 
is self-employed. It seems that the Ministry has the 
right to call for articles of association, minute books, 
etc., in order to gain its point: so one asks ‘What is 
the point of going. to such lengths?’ To reduce the 
payment to the Ministry by 4s 4d? or to avoid future 
unemployment pay? 

f we ever vote ourselves an ‘enforced savings 
ministry’ with deduction from earnings, it will be 
interesting to see their definition of a company 
director, employed; self-employed; non-employed; 


‘controlling or under-control, etc. What “Tora Data’ 


has to worry about is the possible future action by 
the Ministry against those directors who are paying 
as employees when they are not employees at all 
(pardon me, not National Insurance employees — the 
Revenue. ruling is of no importance; the National 
Insurance Act says 5... .. ). 

Yours faithfully, 


Parkstone, Poole, Dorset. Н. Е. SPENDER. 


REVIEWS 


The Keeping of Attorney’s Books 
by Jack Bobrov, B.A., B.Com., C.A.(S.A.), 
F.S.A.A. 


(Juta & Co Ltd, Саре Town. 25 net) 


This is a full and meticulous description of a book- 
keeping system for South African attorneys which is 


equally applicable to small and large practices. The 


system is substantially that recommended by the 
Law Society of the Cape of Good Hope in 1947 as 
being fully in compliance with the Attorneys, 
Notaries and Conveyancers Admission Act, No. 23 of 
1934. The author lays particular stress on the im- 
portance of segregating clients’ money from the 
attorney’s own money and on the way in which this 
‘can be most conveniently done. The work of an 
attorney in South Africa is little different from that of 
‘an English solicitor, whose books, although not a 
major subject of accountancy, present special 
problems owing to the stringent regulations applying 
to them. 


The 1955 Income Tax Legislation 


by A. S. Silke, M.Com.(Hons.) Cape Town, 
C.A.(S.A.) 


(Juta & Co Ltd, Cape Town. 405 net) 


, This is a cumulative supplement to the fifth edition 
of the author's Illustrations to Income Tax. The 


| Main purpose of the additional: matter is to deal fully 


with the far-reaching provisions introduced by the 
Income Tax Act, 1955, of the South African Parlia- 
ment. The Income Тах Act, 1941, has been repro- 
duced as amended, to show in consolidated form the 
legislation in force in respect of the assessment year 
ended June 3oth, 1955. There is a full chapter, with 
tables, on the new donations tax, while up-to-date 
income tax tables and arithmetical examples are 
included. 


Hanson's Death Duties (Ninth Edition) 


Sixth Cumulative Supplement by Jackson 
Wolfe, LL.D., Barrister-at-Law, and Henry E. 
Smith, LL.B. 


(Sweet & Maxwell Ltd, London. 20s net) 


The new supplement follows the line of the old, and 
brings the main volume up to September 3rd, 1954. 
The additional matter in the text is not very extensive: 
it would have been helpful to indicate it in some 
clear manner. As it is, the reader will assist himself 
considerably by carrying out this mechanical task, 
which adds to the peculiar advantage of having a 
supplement instead of a new edition. In this way the 
supplement provides a very valuable second opinion 
on recent changes. Аз usual, the editors' comments 
are extremely'sound and shrewd, and expressed with 
a clarity which is not easily achieved in such an 
intractable subject. Ап admirable supplement. 
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` TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Fitton v. Gilders and Heaton 


In the High Court of Justice (Chancery Division) 
July 13th, 1955 
(Before Mr Justice WYNN-PaARRY) 
Income tax – Machinery and plant — Sale of dental 
surgeon’ s ‘practice – Apportionment — Income Tax Act, 
1952, Sections 326 (1), 329 (1). 


A dental practice was sold by the appellant to the 
first respondent, and included among the assets was 
certain furniture and apparatus in respect of which 
capital allowances were obtainable. The matter in 
issue was the ascertainment of the amount of the 
purchase price ascribable to that equipment. The 
General Commissioners apportioned the sum of 
£1,445 to the furniture and equipment, and in doing 
so they considered the sale agreement and the deed of 
assignment, and also a draft of the former document; 
they decided that they were not bound by the terms of 
the document as executed. At the hearing before the 
General Commissioners there was evidence that the 
furniture and equipment had been the subject of a 


professional valuation in the sum of £1,445, but that. 


£1,000 was deducted from that figure, and added to 
the figure for goodwill, in deference to the desire of 


the first respondent’s bank. The second respondent. 


was the Inspector of Taxes. 

Held, that there was evidence supporting the 
General Commissioners’ decision that the value of 
the furniture and equipment was £1,445. 


Joffe v. Thain 


In the High Court of Justice (Chancery Division) 
July 14th, 1955 
(Before Mr Justice WyNN-PARRY) 
Income tax ~ Income Tax Act, 1918, Schedule D, Case 
V, Rule 2 – Finance Act, 1926, Sections 29 (1), 31 (1). 


During 1949-50 the appellant was resident but 
not domiciled in the United Kingdom, and in respect 
of income from foreign possessions he was assessable 
on the remittance basis. From 1945, when the appel- 
lant was resident in South Aírica, he carried on 
practice as a medical practitioner in partnership. 
The partnership was for a term of five years, which 
expired on December 3186, 1949. In 1948, the 
appellant came to the United Kingdom to take a post- 
graduate course, but he did not return to South 
Africa, but engaged in private practice in England. 
The South African partnership terminated on 
December 31st, 1949, and on March znd, 1950, the 
appellant received £302 representing his share of the 
partnership profits for periods prior to December 3186, 
1949, but not previously remitted. 


It was contended on behalf of the appellant that 
the ineasure of his income for the final period of the 
partnership was the amount of the profit of the 
partnership for the period from April 6th, 1949, to 
December 31st, 1949, and that as no part of that 
profit was remitted to the United Kingdom during 
that period, the assessment was invalid. It was argued 
that Section 31 (1) of the Finance Act, 1926; had 
wholly displaced Rule 2 of Case У of Schedule D. 
It was contended on behalf of the.respondent that 
Section 31 (1) of the Finance Act, 1926, did no more 
than substitute the period from April 6th, 1949, to 
December 31st, 1949, for the preceding year, namely, 
1948-49; and that the provision for assessment on the 
remittance basis, in Rule 2 of Case V, was unaffected. 
The Special Commissioners accepted the respondent's 
argument and. dismissed the appeal. 


Held, that the Special Commissioners' decision was 
correct. 


In re Barbour's Policies 
In the High Court of Justice (Chancery Division) 
í July 14th, 1955 
(Before Mr Justice HARMAN) 


Estate duty — Insurance policies — Policies settled — 
Date when interest ín policies arose ~ Finance Act, 
1894, Sections 2 (1) (4), 5 (3).- 

A settlor, who died in 1951 domiciled in Northern 
Ireland, made a settlement, and among the settled 
assets were two policies locally situate in England. At 
the date of the settlement the policies were already 
fully paid. The policies provided for the transfer to the 
policy-holder of two 4 per cent Victory Bonds .of 
£5,000 each; and if either of the bonds were drawn 
during the currency of the policy, a certain sum in 
cash was to be paid to^the assured or his assigns 
forthwith, and there was to be a reduction of the 
amount of Victory Bonds payable on maturity. The 
other policy, a single premium policy, assured the 
sum of £7,000. i 

By the settlement these two (and other) policies 
were transferred to the trustee together with а вит 
of £12,000. After making provision for certain out- 
goings, the trustee was to accumulate the settlement 
income until June 30th, 1942, and was then to pay the 
income of the trust fund and of the accumulations 
to the settlor's son for life. Тће corpus of the trust 
fund was to go to the son's own sons. On failure of 
these trusts, the settlor's nephew and his issue were 
to take corresponding interests, and on failure of 
that trust there were similar trusts in favour of 
another nephew and his issue. — . 

The settlor's son died in 1937 without issue, and 
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after June 30th, 1942, the trust income was paid to 
the first nephew. On the death of the settlor in 1951, 
“Victory Bonds and cash to the extent of £19,753 25 
were.received by the trustee pursuant to the two 
policies. One ‘of а Victory Bonds had been drawn 
in the settlor’s lifetime, and the proceeds had been 
received by the trustee and invested.and the income 
paid to the nephew. 

It was contended for the plaintiff that the fact that 
the person who took an interest in the policies on 
the settlor’s death did not thereby become entitled to 
an absolute interest in the policies, but only to a 
life interest, did not differentiate the case from that of 
D’ Avigdor-Goldsmid v. CLR. and that no estate 
duty was payable in respect of the policies on the 
occasion of the settlor's death. It was contended on 
behalf of the Inland Revenue that no interest in the 
policies arose to the nephew until the settlor's death. 


Held, that the nephew had a life interest in posses- 
sion prior to the date of the settlor's death, and that 
no estate duty was payable in respect of the policies. 


: Collis v. Cadle 
In the High Court of Justice (Chancery Division) 
July 15th, 1955 
(Before Mr Justice WyNN-PARRY) 


Income tax — Appeal — Claims against Inland Revenue — 
Claim to set off - Income Tax Act, 1952, Section 51. 


` The appellant appealed against assessments made 
on him in respect of interest on Defence Bonds. He 
did not dispute that he was liable for tax on this 
interest, but he contended that he had claims against 
the Inland Revenue, and was entitled to set those off 
against the amount of tax due under the assessments. 


Held, that the appellant was not entitled to maintain 
this contention by way of appeal against the assess- 
ПЕЕ 


Іп re Wrightson’s Policies | 


In the High Court of Justice (Chancery Division) 
July 2and, 1955 


(Before Mr Justice Harman) 


Estate duty – Insurance policies ~ Policies settled — 
Date when interest in policies arose — Finance Act, 
1894, Section 2 (1) (d). 

‘By а settlement deed made in 1932, four life 
assurance policies on the life of the settlor were 
assigned to the trustees, who were directed to receive 
the policy moneys and to divide them into six equal 
parts. Three parts were to be paid over to the trustees of 
another settlement, the Neasham Hall settlement, and 
were to be held by those trustees as capital moneys 
under that settlement. Each*of the other three parts 
was to be invested, and the income applied for the 
benefit of the settlor's three younger sons respectively. 
Subject to these provisions the policy moneys were 
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to be dealt with as if they were capital moneys under 
the Neasham Hall settlement. 
Clause 2 of the 1932 settlement was worded as 


‘follows: 


“The trustees shall receive all moneys assured by 
or becoming payable under the said policies on 
maturity (hereinafter called “the trust fund") and 
shall divide the same into six equal parts.’ 


Clause 3 was the clause directing the payment of 
three parts of the policy moneys to the trustees of the 
Neasham Hall settlement, and that clause began as 
follows: 


"The trustees shall pay three "€ sixth parts of 
the trust fund to the persons who shall then be the 
trustees for the purposes of the Settled Land Act, 
"1925, of a settlement. . . .’ 


namely, the Neasham Hall settlement; those trustees 
were to hold the policy moneys on the trusts limi- 
tations and powers affecting the Neasham Hall estate 
*or such of the same trusts limitations and powers as 
shall then be subsisting and capable of taking effect’. 

The settlor died on January 7th, 1950, and his 
four sons survived him. The four policies were fully- 
paid policies insuring the settlor's life for £17,000 
with profits. On the death of the settlor, the policy 
moneys were got in by the then sole trustee of the 1932 
settlement, and the amount thus received was 
£22,380 16s да. 

It was contended by the Inland Revenue that 
estate duty was payable, under Section 2 (1) (d) of the 
Finance Act, 1894, on the value of the life interests 
of the four sons in the policy moneys; and that this 
case was distinguishable from In re Barbour’s 
Policies on the construction of the 1932 settlement. 


Held, that on the proper construction of the 1932 
settlement the principle upon which the case of 
In те Barbour's Policies was decided applied also to 
the present case, and that no liability to estate duty 
arose. 


Edwards v. Bairstow and Harrison 
In the House of Lords 
July 25th, 1955 
(Before Viscount SrMoNps, Lord RADCLIFFE, Lord 
Tucker and Lord SOMERVELL or Harrow) 


Income tax — Isolated transaction — Purchase and sale of 
cotton-spinning plant ~ Whether an adventure in the 
nature of trade — Income Tax Act, 1918, Section 237, 
Schedule D, Case I. 


The respondents purchased cotton-spinning plant 

with the object of selling it as quickly as possible at a 
profit. They hoped to be able to sell the plant in one 
lot, but ultimately they had to dispose of it in five 
separate transactions. T'he purchase took place in 
1946 and the five sales were spread over the years 
from 1946 to February 1948. A profit of about 
£18,000 was made. The General Commissioners 
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decided that the transaction was an isolated one, and 
was not taxable, and they discharged the assessmenits. 

Held (reversing the decision of the Court of Appeal), 
that the transaction was an adventure in the nature of 
trade and was therefore taxable. 


Sanderson v. Durbidge 


In the High Court of Justice (Chancery Division) 
July 26th, 1955 


(Before Mr Justice WyNN-Parry) 


Income tax ~ Schedule E – Office or employment of 
profit ~ Deduction - Extra hours worked — Sums paid 
to defray cost of meals — Income Tax Act, 1918, 
Schedule E, Rule 9 — Income Tax Act, 1952, Schedule 
IX, paragraphs 5, 7 


The respondent was employed by the council of a 
borough and was paid sums of money for the purpose 
of obtaining an evening meal when he worked late. 
These sums of money aggregated Хто 75 in 1952—53, 
and £14 3s 6d іп 1953-54. 

Assessments were made upon the respondent for 
each of these years, and the General Commissioners 
held that the {10 7s and the {14 35 6d were taxable, 
but that the respondent was entitled to deduct, under 
paragraph 7 of the Ninth Schedule to the Income Тах 
Act, 1952, amounts representing the extent to which 
the cost of meals at a restaurant was greater than the 
cost that would normally have been incurred by him 
for the same meals. It was contended by the Inland 
Revenue that no such deduction could be made. 


Held, that the deduction was inadmissible as the 
expenses were not incurred wholly, exclusively and 
necessarily in the performance of the respondent's 
duties. 


Camille and Henry Dreyfus Foundation Inc v. 


In the House of Lords 
July 28th, 1955 


(Before Lord Morton or Henryton, Lord PORTER, 
Lord Normand, Lord KEITH or AVONHOLM and 
Lord SoMERVELL or Harrow) 


Income tax ~ Charity – Foundation for advancing science 
of chemistry, chemical engineering and related sciences ~ 
Promotion of any other scientific, educational or 
charitable purposes — Foundation incorporated abroad – 
Receipt of Royalties from United Kingdom company ~ 
Whether Foundation established in United Kingdom – 
Whether Foundation established for charitable purposes 
only ~ Income Tax Act, 1918, Section 37 — Finance 
Act, 1923, Section 21 — Finance Act, 1924, Section 
32 ~ Finance Act, 1925, Section 21 — Finance Act, 
1926, Section 23, Schedule II, Part II, paragraph 3. 

The appellant was incorporáted in the State of 
New York under a statute of that State, which 
enabled a corporation to be incorporated for any 
lawful purpose, or for two or more purposes 'of a 
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kindred or incidental nature’. All the directors of the 
Foundation were American citizens resident in the 
United States. The certificate of incorporation 
defined the purpose of the Foundation as being: 


"Го advance the science of chemistry, chemical 
engineering and related sciences as a means of 
improving human relations and circumstances 
throughout the world,’ 


and stated further purposes of the Foundation to be: 


"To promote any other scientific, "epe or 
charitable purposes.’ 


The corporation received royalties nan a United 
Kingdom company, and invested the sums thus 
received, and out of the income from the investments 
made grants to various institutions for the advance- 
ment of chemistry and chemical engineering. 

'The Foundation claimed repayment of income tax 
deducted from the royalties on the ground that it 
was exempt from United Kingdom tax as a charity 
within Section 37 of the Income Тах Act, 1918. The 
claim was rejected by the Inland Revenue, and on 
appeal the Special Commissioners decided that the 
claim could not be maintained, as the Foundation 
was not established in the United Kingdom. They 
also decided that, if they were wrong on that point, 
the Foundation was established for charitable purposes 
only. 


Held (affirming the decision of the Cost of Appeal), 
that the Foundation, though a charitable body was 
not established in the United Kingdom, and that, 
therefore, its claim to repayment could not succeed. 


Saunders v. G.I.R. 


In the High Court of Justice (Chancery Division) 
July 27th, 1955 
(Before Mr Justice WyNN-PARRY) 


Income tax — Settlement — Power to release sums from 
settlement — Whether power to determine provision of 
settlement — Finance Act, 1938, Section 38. 


In 1951, two sums of £100 and {25,000 were 
settled, and the trustees were given power to pay or 
apply any part of the capital for the benefit of 
members of a specified class ‘freed and released from 
the trusts concerning the same’. There was a stipula- 
tion to the effect that any exercise of this power during 
the settlor’s lifetime was to be subject to the limitation 
that the remaining capital of the trust funds should 
not be less than £100. 

It was contended on behalf of the appellant that the 
exercise of this power was not the determination of 
any ‘provision’ of the settlement; and accordingly, that 
the case was not caught by Section 38 (2) of the 
Finance Act, 1938. 

Held, that the word ‘frovision’ did not refer to a 
part of the written document, but referred to benefits 
provided by the settlement, and that the case was 
within Section 38 (2). 










Mr T: Fleming Birch (in the Chair); Messrs 
Bateman, M.8.8., Р. Е. Carpenter, Е. Carruthers, 
Carter, D. A. Clarke, J. Clayton, R. W. Cox, S. Орао, 
Duncan, W. P. Elliott, ов.в., A. К. English, E. S 
Е, А, Harris, W. S; Науез, сем. "Hunter, F. M. 
S. Kitchen, Je Latham, све, E. N. Macdonald, 
ресе, JH. Mann, M.B.E., С. P. Мина см F. S. 
Movdorth, W. E. Parker, CBE, J. Н, Plant, А. Е ee 
А. ‘Rayner, С. P. Turner, L. W. Underwood, .G. 
Whinney and G; Н. Yarnell, with the Secretary. 


c The late Mr Н. Е. Strachan, РСА. 


| airman reported with much regret the death 
on uesday September 13th, 1955, of Mr Harold 
Farnaby Strachan, Е.С.А. 
Mr Strachan had been a member of the Committee 
during the years 1942 to 1945 and from 1949 until 
the date of his death. He had served on the General 
Advisory Sub-Committee and on a number of special 
sub-committees, 
"Phe Committee stood in silence as a token of 
repect. 











Standing Sub-Committees 


Reports from the following standing sub-committees 
were received: 
_ General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
© Taxation Sub-Committee. 
_ Appointments Sub-Committee. 
. Research Programme Sub-Committee. 

















Ad hoc Sub-Committees 
R ports. were received from four special sub-com- 


mittees.. 
Membership 


тһе following appointments to membership of the 
‘Committee for the year commencing October rst, 
were reported: 

ominated by the Council: Messrs 'T. Fleming Birch, 
Е. Carpenter, ¥.c.a,, D. A. Clarke, LL.B., F.C.A., 
sem, F.C.A., 5. M. Duncan, F.C.A., А. К. English, 
o У. S. Hayes, A.C.A., J. Н. Mann, M.B.E., M.A., F.C.A., 
б P " Morgan-Jones, M.A., F.C.A,, E. Е. С. Whinney, MLA, 











ominated by Districts Societies’ Committees: Birmingham: 
srs 5. Kitchen, F.c.a., and J. Н, Plant, a.c.a. Bristol: 


ks, ača. East Anglia: Messrs Е. J. Eves, F.C.A., and 
G. Goult; ғ.с. Hull: Mr Е. 5. Mowforth, PCA. 
fessrs G. N. Hunter, rec.a., and А. Rayner, ne ; 


-Walkden, F.C.A. Liverpool: Messrs E. N. Macdonald, D.F.C., 
РСА. and C. P. Turner, a.c.a. London: Messrs C. W. Aston, 
: As. Ae н, + Cbeney, А.С.А., W. E. Parker, СВЕ. F.C.A., and 
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TAXATION AND RESEARCH COMMITTEE 


The eighty-second meeting of the Taxation and Research Committee was held at the 
Institute on Thursday, September 1 5th, 1955, at 2 p.m. 


. Turner, E. Е. С. Whinney and G. H. Yarnell. 







E. K. Wright, M.A., F.c.4. Manchester: Messrs F. салафан 
A.C.A and W. К. Carter, M. A., F.C.A. Northern: Messrs 
Kellet, F.c.., and H. Kirton, A.C.A. Nottingham: Messrs 
R. W. Cox, F.C.A., and L. W. Underwood, F.c.4. Sheffield 
Messrs 5. C. Hand, F.c.a., and А. G. Thomas, F.C.A. Si 
Eastern: Messrs P. D. Irons, B.COM., A.C.A, and б. Н | 
Yarnell, r.c.4., South Wales: Messrs R. P. Brown, ACA, ek 
and E. S. Foden, F.C.A. ` 


The following members were co-opted for the year 
commencing October 1st, 1955: | 

Messrs R. D. R. Bateman, M.B.E., A.C.A, J. Cartner, | i 
A.C.A., J. Clayton, A.C.A., S. Dixon, M.A., ACA, N. B. Hart, 


O.B.E., T.D., M.A., LL.B., F.C.A., J. Latham, c.B.E., AC. A., RI 
Ogle, B.sc., AGA, A. H. Proud, A.C.A. 5 





Appointments Sub-Committee Vo 
The following members were appointed to standing —— 
sub-committees for the year commencing October — 
ISt, I955: ne 
General Advisory Sub-Committee: Chairman and Vice- — 
Chairman of the Taxation and Research Committee ex officio. 
Messrs В. D. В. Bateman, Т. Fleming Birch, В.Р. Brown, 
F. Carruthers, J, Clayton, У. G. Densem, 8. M. Duncan, 
Е, J. Eves, G. N. Hunter, J. Н, Mann, F. S. Mowfoth, К. J 
Ogle, W. Е. Parker, А. С. Thomas, С, Н. Thomas, a Р. 




























Management Accounting Sub-Committee: Chairman and 
Vice-Chairman of the Taxation and Research Committee 
ex officio. Messrs T. Fleming Birch, P. F. Carpenter, J. 
Cartner, А. Н. Cheney, W. G. Densem, S. Dixon, G.G. G. 
Goult, W, S. Hayes, P. D. Irons, H. Kirton, J. Latham, J. H. 
Plant, A. Rayner, L. W. Underwood and F. J. Weeks. 
Recommended for Co-option: Messrs K. W. Bevan, 
J. B. L. Clark, E. H. Davison and J. B. Prentice. 

Taxation Sub-Committee: Chairman and Vice-Chairman 
of the Taxation and Reseach Committee ex officio. Messrs 
C. W. Aston, W. R. Carter, D. A. Clarke, В. W: Co 
C. Croxton-Smith, А. R. English, E, 5. Foden, 6. 6, 
Goult, S. C. Hand, N. B. Hart, F. М. Kellett, S. Kitchen, 
E. N. Macdonald, G. P. Morgan-Jones, А. H. Proud, J 
Walkden, and E. К. Wright. Recommended for Co-op 
Messrs H. D. Bessemer, J. E. Talbot, and G H Vie е 


Chairman and Vice-Chairman 
Mr J. Latham, c.B.£., A.C.A., and Mr С. P. Morgan- 
Jones, M.A., F.C.A., were unanimously appointed 
Chairman and Vice-Chairman respectively of the 
Taxation and Research Committee for the year 
commencing October rst, 1955. 


Future Meetings 
The next meeting of the Committee was fixed. бог | 
Thursday, October 2oth, 1955, at 2 p.m. ‚апд another 
meeting will be held on Thursday, December, 15th 


1955, at 2 p.m. 
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THE CHARTERED ACCOUNTANT STUDENTS' 
| SOCIETY OF LONDON 
|. SECOND RESIDENTIAL COURSE AT OXFORD 


The Society's second residential course briefly 
mentioned in Weekly Notes last week — was held at 
University College, Oxford, from September 22nd-25th 
by kind permission of the Master. One hundred and 
twerity-six students attended, of whom 12 were from 
the Oxford Chartered Accountant Students’ Society. 
The chairman of the course was Mr W. K. Wells, 
B.A., F.C.A. 
Subjects and Speakers 

v the five papers delivered, the first was given by 

Mr W. A. Purdie, Senior Principal Inspector of Taxes, 
Head | Office, and was entitled ‘Schedule D, Case Г. 
Mr 'Purdie was both lucid and informative, but his 
chief merit lay in his able demonstration of the way his 
department approached its problems. He was followed 
by two of the Society’s older friends, Mr P. W. Medd, 
Barrister-at-Law, on ‘Professional negligence’, and 
Mr Leslie Cork, solicitor, on ‘Insolvent companies and 
persons’. Mr Medd provoked considerable thought on 
the subject of an accountant’s liability to third parties, 
while Mr Cork gave members the benefit of his wide 
experience on a subject which was largely unknown to 
most of them. 


We hope to reproduce the papers by Mr Purdie and. 


Mr Cork in early issues. 

The other speakers were Sir Theobald Mathew, 
к.в.і., M.C., Director of Public Prosecutions, and Mr 
К. W. Bevan, a.c.a., Chief Accountant, British 
Overseas Airways Corporation. Sir Theobald delivered 
a most interesting address on “The Queen’s Peace’. 
Mr Bevan contributed an informative paper on 
‘Budgetary control and standard costs’. 

| 


‘Twenty Years Hence’ 
At the opening dinner in Hall, presided over by Sir 
Harold Gillett, M.C., F.C.A., the following guests were 
entertained: 
Professor A. L. Goodhart (Master of University College); 


Mr Hugh Keen, F.c.a. (Secretary of the University Chest); 
Mr W. W. Howarth, F.c.a. (President, Oxford Chartered 
Accountant Students’ Society). 

Mr R. G. Bell (Honorary Secretary, Oxford Chartered 
Accountant Students Society); Mr P. W. Medd (Barrister- 
at-Law); the Rev. Т. Н. Parker (Chaplain of University 
College), Mr G. A. Paul (Fellow and Domestic Bursar of 
University College); Mr W. A. Purdie (Senior Principal 
Inspector of Taxes, Head Office); Mr Arthur E. Webb 
(Assistant Editor, ‘The Accountant’). 

Welcoming members to the course, Sir Harold 
reminded them that ‘in twenty years’ time you may 
be in positions of responsibility’. He suggested that 
for this reason students must endeavour to absorb 
ideas beyond the immediate scope of the examination 
syllabus and that the purpose of the course was to 
endeavour to help them in this respect. 

Extending a welcome to members to the College, the 
Master first asked them to ‘feel that they were part of 
the University’. He then gave a short but illuminating 
history of the College and University ‘from Alfredian 
legend to the present day’. 


Group Discussions 

The system of small group discussions following each 
lecture, so well-tried at Institute summer courses, was 
utilized in this instance with equal success. The day’s 
speakers visited the groups and dealt with points as 
they arose, and replied to written questions at evening 
meetings of the entire course which were held usually 
after dinner in Hall. In addition, discussion was 
purposely encouraged on more general topics including 
those which concern the Society’s future policy. 

At the final meeting the Chairman of the Course, 
in an excellent speech, referred to those to whom the 
Society was indebted for the admirable arrangements 
mentioning particularly, Mr R. J. Carter, в.сом., 
F.C.A., Secretary of the Society, and Miss A. M. 
Large, A.C.Ls., the Assistant Secretary. His remarks 
were received with acclamation. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Past... 
The tennis section have completed an enjoyable 
season, having played seven matches in all. Thanks are 
due to those who were responsible for their 
organization. Squash trials have now been held and a 
wider fixture list is planned for the future. 


. Present... 
Members are reminded that any comments or sugges- 
dons they may have concerning the residential course 
should be sent to the Assistant Sécretary at once. 


... and Еше... 
The President’s Meeting this year will be held on 
October 27th in Guildhall. Sir Hartley Shawcross will 
зе the speaker and the Lord Mayor, Sir Seymour 


Howard, has promised to be present. Members are 
expected to attend this, the principal meeting of the 
year — but the Society’s staff ask that the reply cards 
which will be sent out shortly, should be returned as 
soon as possible, so that the approximate numbers for 
catering will be known. 


. Activities 
Debates will restart on October rgth and 26th, with 
the Beginners! Debates at 5.30 p.m. in the Library. 
The introductory course has been revised to give 
lecturers more scope to develop their themes. Members 
should refer to the programme cards for details. 
Information about the Christmas dance is also being 
sent out. In past years, demand for tickets has exceeded 


-supply, so that early booking is advised. 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


SIXTH RESIDENTIAL SUMMER SCHOOL 


As noted briefly in a Weekly Note in last week's issue, 
the sixth annual residential summer school of The 
Institute of Cost and. Works Accountants was held 
during last week at Balliol College, Oxford. With the 
change in venue — the previous five courses were all 
held at St Catharine’s College, Cambridge – there was 
also, this year, а change in approach regarding the 
subject-matter of the school. On each previous occasion 
there had been a central theme in the papers pre- 
sented: this year, however, each of the three papers 
presented was upon a separate topic of current im- 
portance and interest. 

Another innovation this year was the appointment of 
younger associates and registered student members as 
leaders of the discussion groups. This gave those 
concerned an admirable opportunity for exercising 
their powers of thought and self-expression. 


The Papers 


The first paper was given on tbe Tuesday by Mr 
Ivor B. Cooke, director and general manager, Hopkin- 
son Electric. Co Ltd, Cardiff, whose subject was ‘An 
alternative to piece-work’. 

The purpose of Mr Hopkinson's paper was to 
describe the merit bonus scheme introduced by his 
company and since ‘instituted in a number of other 
factories in the area’. The problem was to find a 
method of incentive remuneration which would enable 
the company to attract and keep indirect workers in the 
labourer, crane-driver, slinger class, and 'persuade 
them to perform their duties with a reasonable degree 
of activity'. 

The scheme evolved was a form of merit bonus 
based on point rating, the following headings each 
carrying an equal loading of 20 points: sense of res- 
ponsibility; output (i.e. effective work performance); 
initiative; co-operation; general shop discipline.’ In 
spite of inevitable ‘headaches’ the system worked 
well, and it was then decided to extend it to ‘direct’ 
workers, i.e. fitters etc. The headings in this case 
which were eventually decided upon were: craftsman- 
ship (40 points); output (40 points); scope and experi- 
ence (20 points). The rating was carried out by a board 
representative of both management and the operatives. 

The system was extended to other departments at 
their own request and the final stage was reached with 
the introduction of a form of rating for foremen and 
charge-hands; the following headings were decided 
upon: powers of leadership (20 points); initiative and 
drive (20 points); knowledge of job (20 points); adminis- 
trative ability (10 points); common sense (20 points); 
co-operation (10 points); discipline (10 points). 

Wednesday’s paper, ‘Using costs as an aid to 
control, to sell and to formulate policy’, was given by 
Mr H. Smith, r.c.w.A., director and general manager, 
The Wharton Crane & Hoist Co Ltd, Reddish. 
Mr Smith said that the manner of ascertaining costs 
as presented by the text-books and the advice on the 
extent to which costs should be calculated and pre- 
sented to management have attracted attention at 


meetings, conferences and summer schools, but mainly 
from the cost accountant's viewpoint. ЈЕ was his 
purpose to 'attempt to measure the value and describe 
the usefulness of cost information from the standpoint 
of management as an aid to the fulfilment of its purpose 
in industry’. 

‘Units of measurement: key factors of production’ 
was the title of the paper presented on Thursday by 
Mr W. E. Harrison, F.C.W.A., a past president of The 


‘Institute of Cost and Works Accountants and principal 


of W. E. Harrison & Co, consulting cost accountants, 
Walsall. Mr Harrison postulated that the ‘minority 
opinion’ of the ‘marginal costers’ is worthy of con- 
sideration, and he went on to present the technique 
developed in recent years, of expressing the contribution 
inherent in marginal costing, ‘per key factor of pro- 
duction’. He described the ‘key factor’ as ‘the factor 
which exists in a business which at any time limits the 
amount of production, or sales, which may be made by 
that business’. The factor may change from month to 
month, or year to year. 

On Friday, the school was addressed by Mr Edward 
Westropp, City Editor, Sunday Express, on “The role 
of the stock exchange in the British economy’. 


Summer School Dinner 


In the evening the summer school dinner was held 
in Hall, with Mr G. Nicholson, F.c.w.a., President of 
the Institute, in the chair. Among those present were: 
Sir David Lindsay Keir, M.a., LL.D., Master of 
Balliol College; Councillor M. A. Lower, M.A., J.P., 
Mayor of Oxford; Sir George Briggs, A.M.I.MECH.E., 8 
director of the Brush Group; and 


Messrs Stanley J. D. Berger, M.C., F.C.I.8. (Director of 
the Institute); James Borsay, F.C.W.A. (Member of Council); 
F. E. Cairns, C.A. (Director and Secretary, The Pressed 
Steel Co Ltd); Ivor B. Cooke (Director and General Manager, 
Hopkinson Electric Co Ltd). 

Professor Donald Cousins, B.COM., А.С.А. (Professor of 
Accounting and Administration, University of Birmingham); 
Messrs А. D. Coventry, A.C.A., F.C. W.A. (Member ој С 
Thomas Degenhardt, M.A. (Education Officer of the Instituto); 
R. B. Garnham, EIER US а e ерине, 
W. Е. Harrison, ¥.c.w.A. (Immediate Past d esident of the 
Institute); Alan Kimber; Ian T. Morrow, F.c.w.a. (Senior 
Vice-President of the Institute). 

Messrs H. C. R. Mullens (Director, Nuffield Ltd); 
А. W. Muse, F.c.w.A. (Member of Council); Nuttall, 
F.C.W.A.; F. W. H. Saunders, F.C.W.A. (Member of Council): 
Harold Smith, F.C.W.A. (Member of Council). џ 

Messrs W. L. Spalding, B.sc. (Econ. ) CA, F.C.W.A.; 
Arthur E. Webb (Assistant Editor, ‘The Accountant’); 
R. B. Williams-Thompson; E. J. Wilson, A.C.A. (Assistant 
Secretary, British Motor Corporation). 

The toast of “The University and City of Oxford’ 
was proposed by Mr J. Borsay, F.c.w.a., a member of 
the Council of the Institute, and Sir David Lindsay 
Keir and Councillor Lower replied on behalf of 
‘town and gown’. 

Sir George Briggs proposed the toast of “The 
Institute of Cost and Works Accountants', to which the 
President responded. 2 
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NOTES AND NOTICES 


Personal 


Messrs Cooper Brotuers & Co announce that Mr 
Hanorp C. HEPWORTH, Е.С.А., who became a partner 
in 1950 on the amalgamation of their practice with 
that of Атввер TONGUE & Co, in which he had been a 
partner for twenty-six years, retired from the firm on 
September 30th, 1955. As from October rst, 1955, 
they have taken into partnership in Sheffield, Мк 
бтрмет Jonn Davip CORSAN, A.C.A., and in Glasgow, 
MR ARNOLD ADAMSON, A.C.A. 

Messrs Cooper Brotuers & Co, East Africa, 
announce that as from October rst, 1955, they have 
taken into partnership Mr STEPHEN L. ELKINGTON, 
A.C.A., and Mr Jack L. J. TESTER, A.C.A. 

Messrs DELOITTE, PLENDER, GRIFFITHS & Со 
announce that they have admitted into their South 
Wales partnership, Mr Davip FREDERICK PRATTEN, 
А.С.А., a8 from October 1st, 1955. Mr PRATTEN has 
been a senior member of the firm’s staff for some years. 

Mr W. А. D. CRAIG, A.C.A., С.А.(8.К.), announces 
that as from October 1st, 1955, he has commenced 
practising on his own account at Broadway House, 
113 Main Street, P.O. Box 445, Bulawayo, S. 
Rhodesia, under the style of Desmonp Craic & Co, 
Chartered Accountants. 

Messrs Peat, MARWICK, MITCHELL & Co announce 
that Mr E. HIGINBOTHAM, A.C.A., has been admitted 
as a partner in their Nottingham office. 


Professional Notes 


Mr George Ainscow, А.С.А., of the Vaughan Crane 
Co Ltd, for the past seven years, has been appointed 
to the board of directors. He will continue to act as 
secretary to the company. 

Sir James Reid Young, C.A., F.C.LS., has been 
appointed Vice-Chairman of James Booth & Co Ltd. 

Mr A. Clarke Vincent, Е.5.А.А., has relinquished 
the chairmanship of Foister, Clay & Ward Ltd, 
Leicester, and is succeeded by his son, Mr P. Clarke 
Vincent, Е.С.А. Mr A. Clarke Vincent, at the request 
of his colleagues, remains a director of the company. 

Mr F. С. Jenkins, Е.С.А., F.S.A.4., senior partner in 
the firm of Woodington, Bubb & Со, of London, has 
been elected Master of the Butchers’ Company. 


Double Taxation Relief 
The changes in the rates of income tax for the year 
1955—56 have necessitated the compilation of new 
tables of effective rates for the purpose of calculating 


double taxation relief for that year. Тћезе new tables 
have now been published by Her Majesty’s Stationery 
Office on behalf of the Inland Revenue, at the price 
of od net. They do not include effective rates of 
surtax, which have to be calculated separately. 


Singapore's Transport System 
INCORPORATED ACCOUNTANT CHAIRMAN OF 
TRANSPORT COMMISSION 


With the agreement of the British Transport 
Commission, the Singapore Government has appoin- 
ted Mr І. C. Hawkins, F.5.4.4., a member of the 
London Transport Executive, to be chairman of the 
Transport Commission being set up to advise on 
the development of the passenger transport system in 
Singapore. The other members of the Commission 
will comprise representatives of the Ministries of 
Communications and Works, and Local Government, 
Lands and Housing, together with two representa- 
tives of the City Council. The Commission will have 
power to co-opt members and to call for evidence. 
Mr Hawkins, who is a member of the Council of 
Тће Society of Incorporated Accountants, was 
appointed a full-time member of the London Trans- 
port Executive when it was set up in 1948. He had 
previously held the appointment of Comptroller of 
the former London Passenger Transport Board. 
Mr Hawkins will fly to Singapore on October 4th. 


Obituary | 
Harry SYDNEY LORD, F.C.A. 


We have learned with regret, of the death on 
September 15th of Mr Harry Sydney Lord, F.C.4., 
of Heswall, Cheshire. 

Mr Lord, who was aged 74, was admitted an 
Associate of the Institute in 1913 and was elected a 
Fellow in 1932. He joined the London office of 
Messrs Peat, Marwick, Mitchell & Co in 1912 and 
was appointed a partner in the firm in 1926 at 
Barrow-in-Furness, and later at Liverpool and 
Manchester. He retired in 1947. 

He was a member of the Liverpool Society of 
Chartered Accountants for several years and was a 
past president of the Liverpool Chartered Account- 
ant Students’ Association. He took particular interest 
in this work. 

Mr Lord is survived by a widow, daughter and 
two sons, who are both members of the Institute. 
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Central London Discussion Group 


The Central London Discussion Group of the 
London and District Society of Chartered Account- 
ants will hold its first meeting of the new session 
next Tuesday, October 4th, at The Lamb and Flag, 
33 Rose Street (off Garrick Street), Covent Garden, 
WCa, at 6 p.m. for 6.30 p.m. 

The group will be pleased to welcome any char- 
tered accountants who would care to attend with a 
view to joining the group. Those intending to be 
present are asked to advise the Hon. Secretary, Mr 
Stanley Dent, aca, Adelphi Films Ltd, 187 
Wardour Street, Wr. 


The Chartered Accountant 
Students’ Society of London 


The autumn lecture courses of the London Students’ 
Society begin next week with the under-mentioned 
meetings at the Institute. — | 

Programmes have already been posted to members 
and detailed announcements of the following week’s 
activities will appear in each issue of The Accountant 
during the session. 

Monday, 5.30 p.m. ~ Lecture on Difficulties in applying 
the Companies Act, 1948’, by Mr Hugh T. Nicholson, 
F.c.A Chairman: Mr . Sarson, F.C A 

Tuesday, 5.30 p.m. — Demonstration of Kalamazoo ac- 
counting methods (limited numbers). 

Wednesday, 5.30 p.m. — Demonstration of Kenrick & 
Jefferson accounting methods (limited numbers). 

Thursday, 5.15 p.m. — Introductory course lecture on "T'he 
accountant's profession’, by Mr R. J. Carter, B.COM., 

© FCA 

Friday, 5.15 p.m. ~ Introductory course lectures on “T'he 
fundamentals of accountancy’ by Mr R. J. Carter, B.COM., 
F.C.A., and on ‘The English judicial system’, by Mr P. W. 
Medd, Barrister-at-Law. 


South Eastern Society 
of.Chartered Accountants 


SIXTH STUDENTS’ RESIDENTIAL COURSE 


The sixth students’ residential course arranged by 
the South Eastern Society of Chartered Accountants 
was held at the Royal Pavilion, Brighton, from 
September roth to 23rd. Eighty-five students resid- 
ing in the Society’s area, which covers Kent, Sussex 
and Hampshire, attended the course, which was 
introduced by Mr E. О. Frank, r.c.4., President of 
the Society, supported by Mr Н. A. Kinney, F.c.a., 
the Vice-President, and Mr C. R. P. Goodwin, 
F.C.A., President of the Sussex Chartered Account- 
ants' Students Society. 

On Thursday evening, 22nd September, a very 
successful dinner was held at the Royal Pavilion, at 
which Mr D. V. House, F.c.a., immediate Past 
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President of the Institute, was the principal speaker. 
His great interest in students’ affairs was evident 
throughout his informal and much appreciated 
speech and the even more informal discussion witb 
the students which followed the dinner. Mr D. F. 
Fletcher proposed the toast of ‘The Institute’. 

The toast of ‘The Students’ Societies’ was proposed 
by Mr T. W. D. Vokins and Mr Goodwir 
responded. During the evening, Miss Joy Sinden, 
L.R.A.M.(Mime), gave а most entertaining perform- 
ance of mime. 

The increased number of professional lecturer: 
from the main accountancy correspondence school: 
who were present received the full approval of the 
students, who found it immensely beneficial to ђе 
able to supplement their normal studies and profes- 
sional work by such expert personal tuition. It is 
felt by the organizers that considerably more students 
will wish to attend future courses to be held if the 
educational and social success of this one can be 
maintained, and it is hoped that their attendance 
will again be facilitated as much as possible by their 
principals. | 


SEVENTY-FIVE YEARS AGO 
From Ehe @ecountant or OCTOBER 2ND, 1880 
A leading article entitled 
OUTSIDERS. 


Our subscribers, and indeed all accountant: 
properly so called, have no doubt felt some passing 
annoyance at announcements which appear from time 
to time in the public press to the effect that Mr. So and 
So, "accountant," was charged at some police court. 
and committed for trial. We have drawn attention tc 
such cases of this kind as have come under our notice, 
simply for the purpose of pointing out that the 
individual referred to did not belong to any associa- 
tion of accountants, and had in fact no legitimate 
claim whatever to be regarded as a member of the 
profession. With the advent of the Charter any 
necessity which may possibly have existed fo: 
drawing this distinction has practically vanished. Wt 
do not P therefore, to notice any such matter: 
in the tuture, except in the event—one we trust no 
at all likely to happen—of a "'chartered accountant’ 
being charged with some legal offence. 

These observations have been indirectly suggestec 
by the perusal of an indignant paragraph in The Lau 
Times, anent ап announcement in the dailies con. 
cerning the committal of a "solicitor" whose name 
he our contemporary, "finds no place in the Law 

ist"... ФЕ 
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AN ADMIRABLE 
COMMENTARY 


UTUMN, that gentle period of transition from the languors 
of summer to the rigours of winter, is an excellent season 
of the year for a professional stock-taking. The holidays аге 

over and a new cycle of work, stretching ahead to next July, is 
about to begin. For members of The Institute of Chartered 
Accountants in England and Wales, a welcome opportunity for 
making such an evaluation arises each alternate year at the autumn 
meeting. Those attending the twenty-second of the series at 
Southport this week had plenty of, material for discussion and 
they had the further advantage of listening to an admirable com- 
mentary on some. of the major issues by the President of the 
Institute, Mr W. S. CARRINGTON, F.C.A., in his opening address 
which we reproduce in full elsewhere in this issue. 

Early in his speech, the PRESIDENT enumerates the four qualities 
which in his view a would-be chartered accountant should 
possess. These, briefly, are integrity; the capacity, coupled with the 
patience, to sift and recognize relevant facts; the ability to form a 
balanced judgment; and the gift of self-expression. Every principal 
should look for these attributes when selecting his clerks. Every 
clerk, when he sets out to qualify, should do his utmost to develop 
them. In striving to do so, he will find the activities of the students’ 
societies, in which the Institute rightly takes great pride, of 
considerable assistance to him. If we might add one more quality 
to the PRESIDENT's list of four, it is that the young accountant 
should have a strong sense of citizenship. The corporate life and 
diverse functions of the students’ societies certainly help to 
cultivate this trait in their members. That citizenship implies a 
cosmopolitan and not a local outlook is made clear from the 
PRESIDENT’S reference to the importance which the Institute 


. attaches to the ‘maintenance and extension of good relations’ 


among members of the profession throughout the world. He 
repeats the Council’s belief in the right of properly qualified 
accountants to practise anywhere in the world and appositely 
mentions the example set in this country by the Board of Trade 
in readily granting authorizations to competent foreign account- 
ants when this is needed to enable them to accept appointments 
as auditors of companies registered in the United Kingdom. 

Mr CARRINGTON makes reference to two professional topics, 
both of outstanding interest — management accounting and the 
valuation of stock-in-trade. With the possible exception of the 
long-standing controversy on the accounting difficulties occa- 
sioned by fluctuations in price levels, no aspect of professional 
work in recent years has engendered so much discussion as the 
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role of the accountant in industrial management. 


The contrasting views have been stated: many-- 


times before.. Most accountants in practice feel 
that their general training and experience qualify 
them to advise expertly on any management 
accounting probléms which may be submitted 
to them. Many. accountants in industry. and 
commerce, on the other hand, insist that special- 


ized training — not at present provided for by the. 


examination syllabuses of the professional bodies 
~ is required for the majority of such assignments. 
Mn CARRINGTON maintains that ‘the practising 
accountant has a value to large-scale undertakings 
as а consultant’ although he does not indicate 
if these services would normally be rendered by 
a specialized department. 

Of the value of the practising accountant to the 
smaller type of business there can, as he indicates, 
be no doubt. It seems more than likely that 'direct 
service to industry from the professional office' will 
eventually develop to such an extent that the différ- 
ence of opinion between the practising.accountant 
and the accountant in industry as to the qualifica- 
tions and experience required for advising manage- 
ment will happily dwindle to vanishing point. 

Оп the question of stock-in-trade, the Presi- 
DENT makes a number of acute observations. Both 
the quantities and values of stocks carried by 
businesses under modern trading and economic 
conditions are considerably greater than ever 

‘before. In consequence, it is of paramount 
importance that this asset, which tends to bestride 
‘both the profit and loss account and the balance 
sheet like а Colossus, should be accurately calcu- 
lated on a fair and consistent basis. In order to 
satisfy himself that this has been done; the auditor 
must know and apply modern accounting tech- 
niques and must exercise to the full his critical 
faculty during the course of his scrutiny. We 
agree with MR CARRINGTON that little. comfort 
can be derived nowadays from the classic Kingston 
Cotton Mills case of 1896 and that the mere 


evidence of a stock certificate is by no means 


enough. After his examination, the auditor should 
be in a position to answer within reason any ques- 
tions which the Inland Revenue is likely to raise in 
connection with the valuation of his client's stock. 

Turning to national affairs in the latter part of 
his address, the PRESIDENT makes a thoughtful 
diagnosis of the cause of, and the cure for, the 
evils of monetary inflation: He considers that if 
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we as a nation are to retain our economic equili- 
brium, then the sum of our (a) total consumption, 
plus (4) investment in new assets, plus (c) over- 
seas investment must not exceed the sum of our 
(d) domestic production, plus (e) invisible exports. 
At present, it would appear that either (a) is 
too much or that (d) is too little. The CHANCELLOR 
OF THE EXCHEQUER is taking steps to reduce the 
scale of domestic consumption but the long-term 
remedy, ceteris paribus, would seem to be greater 
domestic production. . 
Mention of increasing output in this country 
almost inevitably invites’ comparison with the 
enviable record of American industry, and Mr 
CARRINGTON. quotes, as an argument in favour of 
further capital investment in plant and machinery, 
the saying that there is 8 horse-power behind 
every worker in the United States as compared 
with 3 horse-power behind his British counterpart. 
Among other suggestions the PRESIDENT makes 
to aid the production drive are the more 
efficient use of our existing plant by means of 
better organization and the development of a 
greater sense of responsibility on the part of the 
workers. The accountant can assist his client or 
employer to achieve the first of these objectives 
by the application of the techniques of manage- 
ment accounting but his share in the difficult 
task of promoting better industrial relations is 
less straightforward. -Prima facie, this side of 
management is not his concern at all. Much 
prominence, however, has been given in recent 
years to various forms of profit-sharing and co- 


‘partnership schemes as a means of stabilizing 


industrial relations. It is argued by their sup- . 
porters that such schemes give the workers a 
permanent and (within limits) proprietary inter- 
est in the concerns employing them. 'T'he concept 
is not new. It dates back to the nineteenth century 
but changing social, political and economic con- 
ditions have given the matter a new significance. 
It is very necessary, therefore, that the account- 
ant who may be called upon to advise on a pro- 


‘jected scheme should have made beforehand a 


full and objective study of the subject so that he 
may recognize the full implications and conse- 
quences of the proposals. For this reason, the 
PRESIDENT 18 right to,attach much importance to 
the paper given at Southport this week by Mr E. 
Duncan TAYLOR, F.C.A. The reproduction of this 
paper is commenced on another page of this 1ssue. 
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PIECEMEAL REALIZATION. IN PARTNERSHIP 
DISSOLUTION 


Љу R. E. ELLMER, M.A., A.C.A., А.С1.8. 


HERE, in the course of the dissolution 

of a partnership, it is agreed that the 

cash obtained from the sale of indi- 
vidual assets shall be distributed among the 
partners as and when received, it is clear that 
there will be a risk that one or more partners 
may ultimately receive more than his just 
entitlement, unless due precautions are taken. 
Until the last asset has been realized, it is 
impossible to establish the extent of the loss 
resulting from the realization process. 

To obviate an inequitable distribution during 
the currency of the realization, it is necessary to 
take into consideration, at each stage of the 
distribution, the relations between (a) the 
balances on the various capital accounts inter se, 
and (b) the partnership ratios inter se. For 
example, if A. and B. share profits and losses in 
the ratio of 2:1, and their capital accounts 
stand at £500 and £1,000, respectively, distribu- 
tion of the assets on the basis of the profit and 
loss sharing ratios would give {1,000 to A. and 


£500 to B., assuming that the assets realized. 


their total book values. 

Of course, if the assets realized their full book 
values, and no distribution took place until all 
assets had been converted into cash, A. and B. 
would merely receive the balance on their capital 
accounts. If, on the other hand, the assets were 
tealized piecemeal, and cash was distributed on 
the basis of 2: 1, A. would have obtained £500 – 
his full amount — while В. had received only 
£250. If the remaining assets realized nothing, 
there would have been a loss of £750, all of 
which would have fallen on'B. 

In order to preserve an overall state of equity 
as between the partners, when distributing cash 
as assets are realized, it is recommended that the 
following procedure should be observed: 

(1) Divide the balance on each capital account 
by the ratio (expressed as a whole number) 
appropriate to it, and arrange the quotients so 
ascertained in ascending order of magnitude, 
placing the smallest quotient on the left. 

(2) Taking the first account on the left as the 
base, deduct the full amount of capital from it 
and then amounts computed in profit-sharing 
proportions from the succeeding accounts. The 
first capital account is thereby eliminated. 

(3) Taking the second account on the left as 


the base, deduct the full amount of the remaining - 
capital from the second account, and amounts 
computed in profit-sharing proportions from the 
succeeding accounts. The second capital account 
is now eliminated. 

(4) Repeat the procedure of elimination until 
only one account remains. 

(5) The balance left on the account which. 
remains after the process of elimination has been 
completed, represents the absolute supremacy of 
capital of. that particular partner over all other 

artners. —— | 

(6) Apply the cash received from the first 
stage of the realization to the last stage of the 


elimination process, and give cash to the last 


capital left, up to the amount P as the overall 


excess. 


(7) If the cash available is the same as, or less‘ 
than, the overall excess of the last partner, he 
will receive the total sum then realized. 

(8) If more cash is available than the overall 
excess of the last partner, he will receive the 
amount of his excess only, the balance being 
divided between the last partner and the next 
(i.e. last but one) partner in the profit-sharing 
ratio which exists as between themselves. 

(9) Proceeds of successive realizations will be 
applied similarly, i.e. on the basis of satisfying 
each ‘line’ of capitals which have been ascertained 
after eliminating the first capital on the left, 
utilizing the appropriate profit-sharing ratios 
step by step. 

(10) The last line of capitals to remain will 
finally share in any remaining proceeds on the 
basis of the complete series of profit-sharing 
ratios. 

(11) The application of the proceeds of 
realization as shown in (6)-(10) above should be 
summarized in a distribution statement. 

(12) The accuracy of the apportionment as 
arrived at in applying the principle of piecemeal 
realization should finally be proved by taking 
the total amounts which each partner will have 
received under the realization, and adding thereto 
the appropriate share of the loss sustained. The 
totals so found should equal the original opening 
capitals, if the proceeds have been correctly 
distributed. 

The following. illustration demonstrates the 
procedure described above:. 


408 


A., B.,.C. and D. were in partnership sharing 
profits and losses in the ratio 4:3:2:71. At the 
time of the dissolution of the firm the capital 
accounts were, À., £1,500; B., £4,500; C., £5,000; 
D., £1,000. The пе assets realized £10,000, 
which was received in the course of piecemeal 

ae t. 4 B. C. D. 
£ £ £ £ 
(a) Capitals .. 1,500 4,500 5,000 1,000 
(5) Ratios un - e 4 3 2 I 
(c) a+b 375 1,500 2,500 1,000 


(d) Rearrangement A. (4) D. (1) B. (2 C. (а) 














1,500 1,000 4,500 5,000 
(e) Elimination process (i) 1,500 375 1,125 750 
Balance .. a| — 625 3,375 4,250 
(7) Elimination process a (ij) 625 1,875 1,250 
Balance .. i | — 1,500 3,000 
(g) Elimination process ; (i e 1,500 1,000 
(А) Absolute supremacy of C. £2,000 
П COMPUTATION OF DISTRIBUTION + £. 
(1) £6,000 (i) ToC. a 2,000 2,000 
Gi) Next £2,500 to B. init 
.inrstio3:2 .. В. 1,500 
C 1,000 2,500 
" 4509 — 
(ii) Next £1,500 to D., B. 
and C. in ratio 1:3:2 D. 250 
B. 750 
C. 500 
1,500 
£6,000 £6,000 
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realization as follows: : 
£6,000 


First realization 
Second realization £3,000 
Third realization £1,000 


It is required to show how the proceeds of the 
realization were distributed as received, 


(2) £3,000 (i) To D., B. and C. £ 























£2,2 25010 ratio 1: 32 D. 375 
B 1,125 
C. 750 
2,250 
2,250 
(ii) Next £750 to A., B., 
C. and D. in ratio 
4:3:2:1 .. А. 300 
B. 225 
С. 150 
р. 75 
750 
£3,000 Хз,ооо 7 
(3) £1,000 То А., B., C. and D. £ 
in ratio 4:3 :2:1 А. 400. 
B. 300 
C. 200 
D. 100 
—— 1,000 
£1,000 £1,000 
£10,000 
lii DISTRIBUTION STATEMENT 
Total А. В. С. D. 
£ £ £ £ 
ту 6,000 .. om 2,250 3,500. 250 
2 3,000 .. .. 300 1,350 900 450 
3 1,000 400 300 200 100 
10,000 700 3,900 4600 8oo 
Loss 2,000 8oo 6oo 400 200 
£12,000 £1,500 £4,500 £5,000 £1,000 





. TRANSFERS UNDER TRANSPORT ACT, 1947 


WHETHER SALES 
by T. J. SOPHIAN 


HE House of Lords in John Hudson & Со 

v. Kirkness, by a majority (Lord Morton 

dissenting), have affirmed the view that a 
transfer of wagons to the British Transport 
Commission under Section 29 of the Transport 
Act, 1947, does not constitute a ‘sale’ for the 
purpose of Section 17 of the Income Tax Act, 
1945, so as to bring into operation the provisions 
of that section with regard to balancing charges 
and allowances. That section, which was re- 
enacted in Section 292 of the Income 'T'ax Act, 
1952, and was later amended by paragraph 1 of 
Part I of Schedule 6 of the Finance Асе, 1952, 
granted initial and wear and tear allowances in 
respect of machinery and plant employed in a 
trade or business. In certain ‘events, including a 


‘sale’ of the machinery or plant, a ‘balancing 
charge’ or a ‘balancing allowance’ would arise. 
The. facts in Hudson’s case were these: A 
colliery company’s railway wagons, on the out- 
break of war, had been requisitioned by the 
Ministry of Transport. In 1948 the wagons were 
taken over by the British Transport Commission. 
At the time of the ‘take-over’, the compensation, 
which was payable in the form of British Trans- 
port stock, under the Transport Act of 1947, was 
in excéss of the written-down value of the 
wagons. Accordingly, if the take-over constituted 
a 'sale' a ‘balancing charge’ would have arisen 
under Section 17 (x) of the Income Tax Act, 
1945, in respect of the excess of such compensa- 
tion over the: written-down value: . 
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Mode of Transfer under Transport Act. 
Section 29 of the Transport Act of 1947 provides 


that where, immediately before the date of. 


transfer, any privately-owned railway wagon is 
under requisition by virtue of an exercise of the 
powers in that behalf conferred by Regulation 53 
of the Defence (General) Regulations, 1939: 
(a) the property in that wagon shall vest in the 
Cornmission on the date of transfer, free from 
any mortgage or other like incumbrance, and the 
requisition shall then cease; and (b) the Crown 
shall not be liable for any compensation under the 
Compensation (Defence) Act, 1939, or otherwise 
in respect of any damage to the wagon occurring 
during the period of requisition. 

Upon such vesting of the property, the Com- 
mission are required by Section 30 (1) to pay 
compensation, the amount of which is to be 
determined by reference to the type of wagon and 
the year in which it was first built. This is the 
only compensation payable (Section 30 (6)). 

Under Section 31 (1) the payment is to be made 
to the person who, immediately before the date of 
transfer, was the ‘owner’, and the payment is to 
be in the form of British Transport stock. The 
price to be paid, therefore, is predetermined by 
the Act itself. In this respect the Act differs 
materially from the Lands Clauses Act, 1845, and 
the Acquisition of Land (Assessment of Com- 
pensation) Act, 1919, which provide for the 
payment of compensation on the compulsory 
acquisition of land. Under these Acts the com- 
pensation 1 is determined by reference to the open 
market value of the land; and it is determined bya 
tribunal. This tribunal was originally a jury; later, 
where the acquisition was by a Government 
department or a public authority or similar body, 
an arbitrator, and now it is the Lands Tribunal. 


Acquisition not necessarily a Sale 


The decision of the House in the Hudson case 
clearly indicates that not every form of compulsory 
acquisition constitutes a ‘sale’. There cannot be a 
sale unless there is a ‘price’, and there cannot be a 
‘price’ unless the sum to be paid is agreed, or 


determined in default of agreement by some. 


person or tribunal. Under the ‘Transport Act, 
1947, the owner, whose property is being taken 
from him and is being vested in-a new proprietor, 
the British Transport Commission, has no say in 
the matter at all..He can only receive the pre- 
determined consideration, for what. the Асі, 
moreover, describes as a ‘transfer’ and not a ‘sale’. 

Again, can a payment otherwise than in cash be 


described as a 'price'?; Under the Act, the соп-. 
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sideration is to consist of stock, which, doubtless, 
has a cash and a realizable value; but, nevertheless, 
stock is not cash, апа the receipt of such stock 
would appear to make the transaction savour 
rather of barter or exchange, instead of ‘sale’. 


Different Method of Determining Compensation 

on Acquisition of Land 
Viscount Simonds’s judgment suggests that a 
compulsory transaction, under which a person has 
his property taken away against his will and, 
moreover, for a compensation in the settlement of 
which he has no voice, cannot under any circum- 
stances constitute a sale. Lord Simonds, how- 
ever, would appear to be laying more emphasis 
on the fact of the compensation being already 
measured out by the Act itself, rather than on the 
fact of the acquisition being compulsory in 
putting forward this view. In the case of an 
acquisition of land under the Land Clauses 
Act, 1845, or under the Acquisition of Land ete. 
Act, 1919, it is open to the parties to agree not 
only the price but the purchase itself, and it is 
only in cases where the acquisition is not by agree- 
ment’ that recourse becomes necessary to the 
exercise of compulsory powers. Indeed, where in 
the latter case notice to treat is served by the 
authority, the effect is that there is a binding 
contract of sale at a price, however, which is to 
be determined by the tribunal, and the authority 
can only withdraw from the bargain by virtue of 
‘statutory powers, which have to ђе exercised 
within a certain time. 

Principles of Construction of Statutes 
The Hudson case is of particular importance 
because it constitutes a further contribution to . 
the case law governing the interpretation of 
fiscal Acts of Parliament. 
` Опе of the points stressed was that the language 
of Section 35 of the Transport Act of 1947 itself 
suggested that a transfer to the Commission would 
constitute a ‘sale’, since it appeared to assume 
‘that a balancing charge would arise on such a 
transfer. A misapprehension of the law by Parlia- 
ment when enacting a statute could not, however, 
in the view of the House, have the effect ipso 
facto of altering the law so as to bring it into 
line with the ‘misapprehension’.  .. 

An illustration of this proposition is afforded 
by Dowdall, O’Mahoney & Co Ltd v. CLR. 
(31 A.T.C. 126) i in which it was held that Irish 
taxes were not disbursements or expenses wholly 
and exclusively laid out or expended for the 
purpose of the trade,-and that the proportion of 
such. taxes . which had: been paid in Eire by. the 
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company in respect of the profits of its trade 
arising in the United Kingdom was not deductible 
in arriving at the company’s profits for United 
Kingdom excess profits tax. And it was further 
held that the fact that Parliament, in enacting the 
legislation of 1939 and 1940, may have assumed 
that there was a pre-existing right to make such 
deductions on income tax principles, was im- 
material. There was a distinction between the 
case of an exhibition by Parliament of an erroneous 
opinion as to the state of the law and a positive 
enactment by it changing the law. 


Misapprehension of Law by Parliament 
Thus Lord Radcliffe said in the Dowdall, 
O' Mahoney case (31 А.Т.С. at page 137): 

‘It is fairly certain that those who framed Section 

30 of the Finance Act, 1940, believed that such 
allowances ought to be given or were in fact being 
given (which is not always quite the same thing in 
this field). But if that is all that can be said it ів... 
a misuse of words to say that the Law Courts ought 
to give effect to the “intention” of Parliament that 
overseas excess profits tax should be allowed. The 
beliefs or assumptions of those who frame Acts of 
Parliament cannot make the law... .’ 


Effect of Later Legislation 
A further question raised in the Hudson case 
was as to the extent to which regard could be 
had to later Acts in obtaining guidance on the 
construction of an earlier Act. 
In Ormond Investment Co Ltd v. Betts (7 A.T.C. 
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11; 13 Т.С. доо) an investment company received 
during the first year of its existence a dividend 
from foreign shares, this constituting the only 
income of the company. It was held that Rule 1 (2) 
of Cases I and II of Schedule D, which prescribed 
the method of computation in cases where the 
trade had been set up within the period of three 
years, had no application to the receipt of divi- 
dends on foreign securities, and that the rule 
applicable to Case I, which required the computa- 
tion to be upon the average of the preceding three 
years, was the only relevant rule, with the result, 
accordingly, that the assessment of the company 
for the first year would be nil. Тће House further 
held that Section 26 of the Finance Act, 1924, 
which was founded on an erroneous assumption 
as to the effect of Rule 1 of Case V, which pro- 
vided that tax on income arising from foreign 
stocks or shares was to be computed on the full 
amount thereof on an average of three preceding 
years as directed by Case I, could not be referred 
to for the purpose of interpreting that provision. 
Lord Buckmaster approved the principle estab- 
lished in Attorney-General v. Clarkson (овај 1 
Q.B. 156), that 
‘subsequent legislation on the same subject may 
be looked to in order to see the proper construc- 
tion to be put upon an earlier Act, where that 
earlier Act is ambiguous; [but] subsequent legisla- 
tion, if it proceed upon an erroneous construction 
of previous legislation, cannot alter that previous 
legislation’. 


NORTH AMERICAN COMMENTARY — LXV 


Current Accounting Opinions in the United States and Canada 
by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New-York, August 
Accounting for Employee Welfare Funds 
HE Labour-Management Relations (Taft- 
Hartley) Act, 1947, provides for an annual 
| ` audit of the trust fund and availability of a 
statement of the results for inspection by inter- 
ested persons, in the case of employee welfare 
funds. Stating that, nevertheless, the act has no 
requirements as to the qualifications of the audit- 
ing accountants and the accounting records to be 
maintained, Mrs Hester Ellen Erb, c.p.a., 
-regards the situation as a challenge to the 
accounting profession. 
She states that the trustees are usually not 
trained accountants and that their concept of 


responsibility limits itself to accountability for 
the receipt and disbursement of money. The only 
financial statement in the auditors’ report is then 
a statement of receipts and disbursements. In 
other cases a balance sheet is added. In the case 
of some of the larger funds, with employer 
contributions of $24 million or more and extensive 
insurance commitments, the retention of nation- 
ally known insurance consultants may lead to the 
employment of independent public accountants 
and adoption of modern accounting methods. But 
disclosure of the results may still be very limited 
and Mrs Erb refers to,one such case in which . 


‘except to the extent necessary for the proper 
administration of the fund or the Health and 
: Welfare Plan all . . . information obtained with 
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respect to the fund or the plan shall be confidential 

and shall not be made public’. 
Here, she- says, a balance sheet | was the only 
financial statement included in the first annual 
report, and the trustees’ disclosures as to the 
results of operations were very limited. Mrs Erb 
urges that a strict accrual basis is the best basis of 
accounting for a welfare trust fund, for this will 
curb the trustees’ natural tendency to commit 
the trust for greater coverage than it can afford by 
overlooking contractual commitments. If they 
cannot persuade trustees to adopt this basis, 
professional accountants should insist, she says, 
that the financial statements shall show clearly 
the basis on which they have been prepared, and 
their reports should explain to readers the extent, 
if material, to which generally accepted account- 
ing principles have not been adopted. 


, Accounting for Intangible Assets 
Mr Gordon M. Hill, c.P.4., a member of Council 
of the American Institute of Accountants, says 
that in the United States accounting for intang- 
ibles has gone through the stages of charging 
successively capital surplus, earned suplus and 
current income. He says that the trend towards 
charging against income the cost of acquired 


intangibles has about reached the point of general · 


acceptance and he considers it entirely proper. 

When a price is paid for the going-concern 
value of an enterprise, the payment for intangibles 
is, he says, payment for a portion of expected 
future earnings. Consequently, when those earn- 
ings are realized they represent a return of cost 
and not a profit, and they should be allowed as a 
deduction in computing taxable net income. 
Difficulty in determining the time of deduction 
should not result in loss of all deduction to the 
acquiring company. ЈЕ may be doubted, in this 
reviewer's opinion, whether professional ‘practice 


in Canada has yet come to the point of this general ` 


acceptance. 


Education for Accountancy 
All indications show that colleges and universities 
in, North America will face difficult problems of 
housing and staffing within the next ten to twenty 
years. Professor R. K. Mautz, of the University 
of Illinois, considers, therefore, that graduates of 
even the ‘best’ universities may in a few years be 
less well trained than today. He urges public 
accountants not to raid the ranks of the educators 
to build up their own personnel. He would also 
have recruiters for the profession encourage 
some students to stay on in the universities for 
a year or more of graduate work. This will mean 
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self control, for the tendency is to hire a man 
шаа оп graduation before he is lost to a 
competing firm 

Professor. Mautz а also that some men 
might be recovered for teaching from those who 
leave the accounting profession for other work. 
Their professional experience might, he says, be 
very beneficial to them as teachers yet few of them 
at present enter academic work. He asks the 
profession to give facilities to young teachers for 
on-the-job training during the summer months, 
though he realizes that this is the very time when 
business is slack and there is least need for 
assistance. 

The Decreasing- add Concept 

In view of the prevailing tendency in the United 
States to adopt decreasing-charge depreciation 
methods, because they are now accepted for 
income tax purposes, Mr Oscar S. Gellein, 
С.Р.А., examines their conceptual validity 

An accounting research bulletin of the Ameri- 
can Institute of Accountants states that the 
declining-balance method may give the most 
satisfactory allocation of cost 

‘where the expected productivity or revenue- 
"earning power of the asset is relatively greater 

during the earlier years of its life’. 
Mr Gellein sees the logic of the declining-balance 
concept in the likelihood that management will 


‘base its decision to buy a capital asset on the 


expectation that during its earlier years it will 
yield higher benefits than during its later years. 
It is in line with the requirement that the surer 
is the expectation of return the greater shall be 


` the portion of assigned cost, because the possi- 


bility of an event is discounted at-an increasing 
rate as it moves further into the future. 

Mr Gellein warns that substantially all the 
Cost must not be charged against relatively few 
of the periods which comprise the asset's useful 
life. Subject to this he concludes that the re- 
quirements of objectivity, simplicity and logical 
appeal may all be met by the decreasing-charge 
concept. | 


The Controller, 
New York, August 

No Dearth of Jobs 
The placement director at Southern Methodist 
University is said to have stated that salaries of 
newly-graduated engineers are averaging $410 a 
month as against $385 last year, accountants 
average $325. compared with $300 a year ago, 
and business and liberal arts students average 
$275 compared with $250 a month last year. 


“412 


THE ACCOUNTANT 


October 8th, 1955 


 PROFIT-SHARING AND CO-PARTNERSHIP 
SCHEMES IN INDUSTRY - I 


by E. DUNCAN TAYLOR, F.C.A. 


What is meant by Profit-sharing and 
Co-partnership? 

HE earliest definition of profit-sharing is that 

| adopted in 1889 at the International Со- 
operative Congress in Paris: — 

*Profit-sharing is an agreement freely entered into, 

` whereby émployees receive shares, fixed in advance, 

of the profits.’ 


‘Co-partnership’ was defined 
some years apo by Mr L. W. 
Mundy, a former secretary of 
the Industrial Co-partnership 
Association, when he wrote: 


"The idea is simple. . . . 
The principle is that all work- 
ers shall become partners in the 

' business in which they work; 
such partnership will confer 
the right to share in prosperity 
or profit, to share in ownership 
of capital, and to come into 
knowledge and consultation 
about the operations of the 
business.’ 

The American Council of 
Profit-sharing Industries has 
adopted as its own formal defini- 
tion of profit-sharing: 


‘Any procedure under which 
an employer pays to all employ- 
ees, in addition to good rates 
of regular pay, special current 
ог deferred sums based not only 
upon individual or group per- 
formances but on the prosperity of the business as 
a whole.’ 

The word profit as applied to industry may be 
defined as the surplus, if any, arising from the co- 
operation of management and labour with capital 
after providing for the remuneration of all who work 
in the business and interest on capital employed. 

Nobody disputes the right of workers by brain or 
hand to receive remuneration for their services and a 
small minority only would dispute that some pay- 
ment should be made for the use of the stored-up 
‘labour created by work and self-denial which we call 
capital employed. le 
І will assume then that, before profits can be 
ascertained, two prior claims must be met: firstly; 
payment for personal services, and secondly, interest 
on capital. 


'T'he first part of an address delivered on October 6th at the 


autumn meeting of The Institute of Chartered Accountants 
in England and Wales held at Southport. | 





Mr E. Duncan Taylor, r.c.a. 


No one thinks of deducting losses from salaries or 
wages. Losses are the grim privilege of capital and, 
where there are profits, they correspondingly and 
rightly belong to capital. 

Profit-sharing is the giving by the employer to his 
employees of a share ‘of any profit that he makes in 
excess of bare interest on capital. 

Profit-sharing scheme is a term 
which is properly applicable 
only when the majority or a 
large proportion of all the em- 
ployees receive a share of the 
profits on a predetermined basis. 
The term is misused if applied 
to profits arising from paying 
lower than standard or normal 
rates of wages and salaries, or to 
dividends from shares for which 
an employee has paid full value. 
It is no more correct to apply the 
term profit-sharing to dividends 
on such shares than to any other 
dividends. 

Nearly allied in spirit as profit- 
sharing is to welfare, it is not 
welfare work. It is not spending 
money for employees, but giving 
them money to spend them- 
selves or, in the form of co- 
partnership, giving them shares 
normally yielding dividends 
which they are free to save or 
spend. 
| Co-partnership does not mean 
control of the business by the employees or even that 
shares held by or in trust for employees must carry 
voting rights, but it does imply that there will be 
some form of consultation with them. 


Why Share Profits ? 


In the course of an address-on ‘Christian economics’, 
delivered in May 1925, my uncle, the late Mr 
Theodore C. Taylor, who was for sixty years the head 
of J. T. & J. Taylor Ltd, woollen cloth manufacturers, 
of Batley, summarized his reason for sharing profits 
with the employees in the following words: 

‘Let us consider first the duty of the Christian as 
employer. . . . Surely he will realize that those who 
are helping him to make his living, and with whose 
lives and fortunes his own life and fortune are so 

. bound up, have, nexj to his own family, a special 
claim upon him. | 

‘The Christian employer must desire to treat his 
employeés as well as he can. He will wish to pay 
‘them not the lowest wages he can get them to take, 
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. ‘but the highest wages he can afford to give. There 
is a way of doing this which I have myself practised 
for thirty-three years. It is to give the employees a 
share of any profit beyond bare interest on capital. 

. It should not be conditioned by anything 
detrimental to the workers’ interest. It should be 
begun in the Christian spirit of give rather than get. 

‘The difficulty that all employers feel about 
volunteering an advance of wages when they can 
afford it is the well-grounded fear that they may be 
held to it when, at some future time, they cannot 
afford it. The principle of profit-sharing attracted 
me, in the first instance, as the best method of pay- 
ing the highest possible wages, consistent with the 
continued existence of a business.’ 

Not only does profit-sharing enable a business to 
pay the highest possible wages, but in the form of 
co-partnership or deferred payment it enables pro- 
vision to be made for retirement benefits for employ- 
ees without burdening the business with the payment 
of heavy premiums during periods of trade depression. 

Employees do not appreciate an increase in wages 
they have forced out of their employers but they do 
appreciate something freely given, over and above 
what the employer is bound to give. 

Those who practise profit-sharing and co-partner- 
ship do not claim that it is a cure-all or that it will be 
successful in the absence of efficient management, 
but ‘they do believe that an honest and equitable 
scheme greatly diminishes, if it does not abolish, 
friction between capital and labour, that it substitutes 
goodwill for mistrust and that it largely unifies con- 
flicting interests. 

Other claims made by those who advocate profit- 
sharing are: " 

(x) That it helps to restore that personal interest 

between employer and employed, the dis- 

' appearance of which is a serious loss to modern 

. industry. 

- (2) That it promotes continuity of employment. 

' Not only is the employee less ready to leave his 

employment but the employer is less ready to 
discharge him in bad times. 

(3) That difficulties in adopting labour-saving 
machinery and new methods of production are 
diminished when all concerned share the 
advantages. ` 

(4) That where it is combined with co-partnership 
the sense of ownership is a strong incentive to 
take a greater pride 1n the reputation of the 
business for good workmanship. 

(5) That it helps to reduce losses arising from waste 
of time and materials. 

(6) That it increases the spirit of comradeship 
between the employees themselves and creates 
such a spirit between them and the employer. 


Objections to Profit-sbaring and 
Co-partneyship 
Times of adversity - 
A common objection to profit-sharing and co-partner- 
ship is that it is all very well in times of prosperity 
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but is liable to cause difficulties when profits diminish 
and losses are sustained. . e 

The absence of profits in. one or more years in a 
business which over a series of years has had a 
successful record may act as a healthy shock and lead 
to greater efforts by employee partners to improve 
the results of succeeding years. 

J. T. & J. Taylor Dd of Batley, has practised 
profit-sharing continuously among all its employees 
for sixty years in spite of the fact that no dividends, 
were paid in respect of two years and no profit- 
sharing bonuses on wages and salaries in respect of 
seven of those years. 

While it is true that profit-sharing and co-partner- 
ship schemes are initiated on the assumption that 
profits will be earned and that some schemes have. 
been abandoned because the concern has made losses 
or insufficient profits, it is equally true that many 
businesses which have never had a profit-sharing or 
co-partnership scheme are driven into liquidation 
because of losses or the absence of profits. 


Employees tay demand share in control 


А second fear of industry is that the institution of a 
profit-sharing and co-partnership scheme will lead 
to a demand from employees for inspection of the 
books of account and a share in the control of the 
business. 

' Experience both in America and in this country 
points to the conclusion that this fear is not well- 
founded and that the great majority of the employees 
are well content, as are the general body of share- 
holders, to leave the control of the business in the 
hands of the management. The management should, 
however, be receptive to suggestions made by 
employees and should keep the employees informed 
of the progress made by the business. 

In a history of Ј. Т. & J. Taylor Ltd, published in 
1946, Mr Theodore C. Taylor, after referring to the 
fact that the employees do not participate in the 
control of the company, says: 

‘Unpractical theorists find fault with that, but our 
own work-people do not, in spite of efforts from 
outside to induce them to do so. Í have done my 
best to find out our employees’ real views on this 
point, and I believe they know that the directors can 
do better for them than they could do for them- 
selves. Few practical men would differ from that 
opinion. The insistence by theorists upon control 
by the rank and file as essential to profit-sharing has 
impeded its adoption.’ 


A step towards socialism 

Some may think that profit-sharing and co-partner- 
ship is a step towards socialism. The sharing of profits 
gives every employee an opportunity of becoming a 
capitalist. That is the exact opposite to the road to 
socialism. | 


Effect on mobility of labour 
It has been argued that, if profit-sharing were 
general, work-people would be attracted from busi- 
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nesses where labour dividends were small or nil to 
those businesses where labour dividends were larger. 
According to that view the man who makes a large 
` profit should not share it with his employees because 
it would not be fair to work-people at places where 
the profits were smaller. This 
equally to capital, which tends to go where its use 18 
most profitable and to leave those businesses where 
its use is less profitable. This result, however, is in 
the interest of the whole community and the reversal 
of it would be to the public detriment. 


Not the best incentive ` 

The most frequent criticism of profit-sharing is, 
however, that the reward is too distant in time and 
that it is not directly related to individual effort. 

Profits, it is argued, are.dependent in great part on 
the judgment, skill and enterprise of the management 
and for that reason profit-sharing as an incentive 
compares unfavourably with other systems of indi- 
vidual or group incentives. 

There can be little doubt that piece-work, the 
premium bonus or the group bonus system are more 
effective as incentives to individual output, but profit- 
sharing used in conjunction with such incentives 
assists output by developing the team spirit and giving 
the workers an assurance that they will share in any 
additional profit ‘arising from increased effort. 


Attitude of the Trade Unions 


In the past profit-sharing and co-partnership have 


been regarded by trade unions with suspicion, or at 
the best with indifference. The reason is not far to 
seek. The principal efforts of the trade unions are 
devoted, во far as remuneration із concerned, to 
raising the general level of wages in the industries 
with which they are concerned to the highest possible 
point and their officials feel that the employees of 
profit-sharing and co-partnership firms, who enjoy 
special privileges, may be wanting in zeal for their 
less fortunate comrades and averse from risking their 
privileged position by supporting trade disputes. 

Fortunately there are signa that some trade unions 
realize that profit-sharing and co-partnership, pro- 
perly used, may be the best method of ensuring the 
highest saree remuneration for their members. 
For this change of attitude the example set by firms 
which have practised profit-sharing and co-partner- 
ship is largely responsible. . 

Rowntree & Co Ltd, who have shared profits with 
their employees for over thirty years, have permanent 
notices displayed in their works stating that in the 
view of the directors it is desirable in the interests of 
the company and its employees that the latter should 
be suitably organized and that membership of a ‘trade 
union is in general desirable. 

Kalamazoo Ltd have stated that the trade unioris 
were consulted and. approved their co-partnership 
scheme before it was introduced. 

In a delightful book published in 1953 ‘under the 


title Shoe-menders, the founder of the profit-sharing: 
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firm of Harry H. Payne Ltd records that a few yeats 
ago he was approached by an official of the Shoe 
Repairers Trade Union for permission to address the 
workers and put before them the case for joining the 
union. Mr Payne at once consented and offered to 
pay for the hire of a hall for the meeting. The meeting 
was duly held and, although the speaker was unable 
to convince the men that they had anything to gain by 
joining the union because their conditions were 
already better than those negotiated by the union, 
the attitude of the trade union officials to the firm is 
one of goódwill. ` 

The late Sir Ben Turner, a former Minister of 
Mines and leader of the Textile Workers Union, was 
at one time ur opposed to profit-sharing and 
co-partne but later became a vice-president of 
the пеар Co-partnership Association. 

Any scheme which is aimed at keeping down wages 
or is used as a weapon against trade unionism is 
unlikely to succeed. 


· Early Examples and Growth of the 
' Movement 
The earliest known example of profit-sharing in any 
country appears to be a scheme introduced by the 
French National Fire Insurance Company in 1820. 
The British Union Fire Insurance Company followed 
in 1838, and the General Insurance Company in 1850. 

One of the best known profit-sharing schemes, that 
of the Paris house decorator Leclaire, was started in 
1842, and among the French achemes, that of Godin 
of Guise was introduced in 1876. 

The first important industrial scheme in England 
was that of Henry Briggs, Son & Co Ltd, coal-owners 
in Yorkshire, which was introduced in 1865. The 
operation of this scheme was described by the com- 
pany as follows: 


E 


. * whenever the e profits accruing from 
business shall (after the usual reservation for 
redemption of capital and other legitimate allow- 
ances) exceed то per cent of the capital embarked, 
all those employed by the company . . . shall receive . 

.one-half of such excess profit вв a bonus to be 
distributed amongst them in proportion to and as 

a percentage upon their respective earnings during 

the year in which such profits sball have accrued'. 

"This scheme was at first very successful but was 
discontinued in 1875 owing to the suspicions of the 
trade unions and the reluctance of shareholders to 
see such large amounts distributed to the workers in 
the form of bonus during a period of unusual „ргоз- 
perity in the coal industry. 

Some schemes in use today are based on similar 
principles to those adopted j^ Henry Briggs, Son 
& Co Ltd. 

Also dating from 1865 are the profit-sharing 
arrangements of Frederick Braby & Co Ltd, manu- 
facturers of copper ro@fing and steel structurea of · 
many kinds. This company has the longest record of 
continuous profit-sharing in England, but the basis 
of distribution is in the discrétiori of the directors, 
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and cannot therefore be regarded - as within the 


definition of a schéme.. 

Under the leadership of Sir George Livesey, the 
South Metropolitan Gas Co, in 1880, introduced a 
profit-sharing and co- -partnership scheme which 
continued to operate successfully until the industry 
was nationalized. 

From the first, co-partnership as well as profit- 
sharing was envisaged. Under the basic price system 
of charging for gas supplied, surplus profits over 

per сеп! on capital were applied as to three-fourths 
in reducing the price to consumers, as to one-eighth 
to additional dividend, and as to the remaining one- 
eighth to bonus for employees. After a number of 
changes made in consultation with employees, the 
scheme ultimately provided that one-half of the bonus 
must be invested in the company’s stock and the 
other half put on deposit account at interest in the 
employee's name. The stock allocated to the employee, 
if not available from a new issue, was bought in the 
open market and the employee was not permitted to 
sell without permission. Stock of deceased employees 
and of employees who left the service of the company 
was bought back by the company at market price for 
allocation to other employees. 

The success of the South Metropolitan scheme led 
to the adoption of similar schemes by other gas com- 
panies, and in 1937 employees’ shares and deposits 
in fifty-nine co-partnership undertakings in the gas 
industry totalled £4,404,288 at market prices. - 

The success of profit-sharing in the gas industry 
was no doubt ads due to such favourable circum- 
stances as stable sales and prices which mean that a 
steady dividend could normally be relied upon. 


Among other old-established and successful 
schemes are those introduced by Hazell, Watson & 
Viney Ltd (printers and bookbinders), in 1886; by 
Clarke, Nichols & Coombs Ltd (confectionery manu- 
facturers), in 1890; by John Heathcoat & Co Ltd 
(textile manufacturers), in 1913; by Rowntree & Co 
Ltd (chocolate and confectionery manufacturers), in 
1923; and by John Lewis Partnership Ltd (retail 
stores), established by two irrevocable settlements 
made by Mr J. Spedan Lewis in 1929 and 1950 
respectively. Details of these and other schemes can 


be obtained from the Industrial Co-partnership _ 


Association, 36 Victoria Street, London, SW1. 
· The Ministry of Labour kept statistics for a number 
of years up to and including 1938 of the number of 
schemes in operation and the number of employees 
participating. These statistics were based on olds) 
returns from industry and were almost certainly in- 
complete. Moreover, the statistics deal only with those 
cases where profits are shared on a predetermined 
basis. The statistics do, however, indicate that in spite 
of the fact that profit-sharing has been practised and 
‘advocated in this country continuously since 1865, 
it has until recent years made little progress. 

A large proportion of the schemes started since 
1865 have been. abandoned but figures showing the 


percentage of schemes which haye been discontinued , 
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have little value when divorced from the particular 
circumstances and from the general mortality of 
businesses at the time. 
The Ministry of Labour statistics for years up to 
and including 1938 show that just over half the total 
onumber of cases of discontinuance have arisen as a 
result of changes in ownership, the termination of the 
business and diminution of profits or losses. 
Up-to-date statistics with regard to profit-sharing 
and co-partnership schemes in operation in Great 
Britain are not available, but in answer to a question 
in the House of Commons on July 7th, 1955, the 
Minister of Labour made the following statement: 


‘Sir W. Момсктом: All undertakings believed to 
have any profit-sharing or co-partnership schemes 
in operation are being asked to supply full details of 
their schemes. There will be no avoidable delay in 
collecting and summarizing all the necessary infor- 
mation but I am anxious that the statistics should 
be as comprehensive as possible and J cannot say on 
what date the information will be ready for publica- 
tion. The possibility of collecting statistics about 
pension schemes is stil under consideration.’ 
(Hansard, July 7th, 1955, column 1287.) 


During recent years there has been a growing 
appreciation of the important part played by human 
relations in the successful conduct of industry and 
an increasing number of business men are turning 
to profit-sharing and co-partnership as a possible 
means of improving the atmosphere of suspicion and 
"couldn't care less’ which permeates industry today. 
In June last, the Prime Minister gave his own views 
during the debate on the Address. He said: 


‘I think the country asked how, as it did not want 
any more nationalization, it was to visualize the 
future development of industry and the future 
development of our national life, the work of our 
people and the conditions under which they would 
work. In that respect I believe that there is a growing 
conviction, perhaps surpassing the ordinary party 

' boundaries, that if this country is to be fully pros- 
perous and if the people, all of them, working in 
industry, are to have an ever-increasing share of an 

~ ever-rising prosperity, the answer will now be found 
not through nationalization but through the workers 
having, in some form, an increasing share, direct or 
indirect, in the industry in which they work. Call it 
profit-sharing, co-partnership, whatever you like. 
In various forms and phases something of that kind 
has, I believe and I pray, come to stay in British 
industry; just as in many companies in' the United 
States it has, of course, been operative for a very 
long time indeed. (Hansard, June oth, 1955, 
column 58.) 


The adoption last year of a profit-sharing and 
co-partnership scheme by Imperial Chemical Indus- 
tries Ltd, which will, in the first instánce, benefit 
about 75,000 workers, has given a big fillip to a move- 
rient which has grown steadily since the war. Mem- 
bers of our profession are being increasingly con- 
sulted on the subject and, in my view, it is one that 
deserves the closest study. 
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- Types.of Profit-sharing and 
. Co-partnership Schemes . 


The principal forms of profit-sharing are: · 
(1) To give the employees cash, 
(2) To give them shares. 


(3) To satisfy their share’ of the soe partly in” 
cash and partly in shares. 


(4) The creation of a trust fund for future distri- 
bution or for the purchase of shares. 


The receipt of cash is tangible evidence of the 
result of profit-sharing. For many employees it is the 
only form of financial benefit which is appreciated. 

A cash distribution gives the employee freedom of 
choice to use the distribution for whatever purpose 
he sees fit, but it may be dissipated or unwisely spent. 

While the immediate effect on employees of the 
giving-of shares may not be apparent, this method is 
more certain in the long run because it gives employ- 
ees a sense of ownership and greater responsibility. 
There may sometimes be difficulty in providing the 
necessary shares. Ín the case of a public company, 
the shares of which are quoted on a stock exchange, 
they can be bought on the open market when sellers 
aré available. With other companies, unless their 
business is perpetually increasing in size, shares only 
become available for new entrants as the result of 
deaths and of existing shareholders leaving the 
employment of the company, unless they are pro- 
vided by gift or sale by the owners of the business. 

То overcome this difficulty it is usual, in the case 
of private companies, to make the distribution partly 
in cash and partly in shares according to the number 
of shares which become available for allocation 
during the year. 

Тће accumulation of the whole or some portion of 
the employees' share of the profits in a trust fund for 
future distribution is a form of profit-sharing which 
has been advocated and practised mainly in the 
United States of America and Canada. Many busi- 
nesses, and particularly those with highly variable 
earnings, cannot afford to distribute profit-sharing 
cash bonuses and at the same time enter into fixed 
commitments for pension, group life, sickness and 
accident benefits, and they have found, when diffi- 
culties arise, that cash bonuses paid in time of pros- 
perity have been dissipated. In such circumstances 
a profit-sharing trust fund may be tbe best medium 
for providing pensions and other benefits. 

It is customary in such cases for the employees' 
share to vest over a period of years. In some schemes 
if the worker leaves within five years he forfeits his 
share of the fund, and after five years his share vests 
at the rate of 20 per cent a year. If an employee leaves 
before full vesting then the portion he sacrifices is 
reallocated among the- remaining members of the 
fund. 

In December 1947, Kalamazoo Ltd, of Birming- 
ham, formed a trust known as the Kalamazoo 
Workers Alliance, which is an association of all 
workers (including directors) with six months' ser- 
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vice or over. The ultimate aim is the purchase by the 
trust of all the company's shares. 'T'he business of 
Kalamazoo Ltd will then be owned by the trust on 
behalf of workers of all grades. 

First of all two of the original directors made a 
o gift of 15,000 deferred ordinary shares and, in associ- 
ation with the family of the third original director, 
sold to the trustees ‘a further 35,000 shares at the 
price ruling in July 1946, namely, 6s per share, 
although the market value of these shares rose early 
in 1947 to gs and is now equivalent to more than £1 
each. In addition, 144,091 unissued deferred ordinary 
shares were issued by the company to the trustees at 
their par value of 1s per share (market value 9s 6d 
per share). The purchase of the shares was financed 
temporarily by the trustees borrowing money from 
the bank and the amount borrowed has been repaid 
out of the income of the trust from the shares. 

The trust thus started with a holding of 194,091 
deferred ordinary shares (representing nearly 30 per 
cent of the voting power) and by July 31st, 1954, as 
a result of further purchases, had increased its 
holding to 40 per cent of the issued share capital. 

Until-1952 all income from the shares was kept in 
the fund and used for the repayment of the bank loan 
and the purchase of additional shares. From 1952 
onwards the trustees are authorized to hold part of 
the income for the purchase of shares and to distri- 
bute the remainder to workers who qualify. Ав the 
shareholding of the trustees grows, the proportion of 
the income set aside for the purchase of shares will 
be reduced until at length the whole of the income 
can be distributed to the workers. 


Methods of Profit Distribution between 
Capital and Labour 


Ап examination of profit-sharing schemes shows that 
there is no generally accepted basis of allocating 
profits between capital and labour. 

Advocates of profit-sharing and co-partnership are 
opposed to standardized plans intended to be applied 
to all and agree that account must be taken of such 
factors as the relative contributions of capital and 
labour. Where the capital invested per employee is 
heavy the share of profits allocated to labour will be 
less than where the expenditure on labour is relatively 
high i in relation to capital. 

Some businesses distribute a fixed percentage of 
the profit in excess of, say, 5 per cent or 6 per cent 
on the capital employed. Other businesses, after 
paying a dividend on the ordinary capital at an agreed 
rate, apply any surplus profit which the directors 
recommend be distributed in the payment of a divi- 
dend rateably on the ordinary capital and on the 
aggregate amount paid during the accounting period 
in wages and salaries. 

А. number of companies, including the Associated 
Portland Cement Manyfacturers Ltd, the London 
Brick Co Ltd, and the Rugby Portland Cement Co 
Ltd, allocate notional shares to employees for each 
year of service, subject to an upper limit, which 
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entitle the holders, during the continuance of their 
employment, to receive cash. bonuses equal to the 


dividend on an equivalent amoünt of the company's 


ordinary stock. The allocation of notional shares may 
be based on length of service, grade or remuneration 
or on a combination of such qualifications. In this 
type of scheme it is necessary to define clearly any 
rights conferred on the holders of notional shares in 
respect of such matters as bonus share issues and 
capital profit distributions, 

The following is a broad summary of the basis of 
profit distribution adopted by Rowntree & Co Ltd: 


(1) Net fe for th cd pues of the scheme are 
ordinary commer profits after deducting 
taxes other than income tax. 


(2) From the net profit for the year there is de- 
ducted a sum equal to 74 per cent upon the 
amount of capital employed (referred to as the 
‘standard wage of capital’), together with any 
arrears in respect of previous years. 

(3) For the purpose of the scheme, ‘capital’ con- 
sists of all the issued shares (both preference 

. and ordinary) plus reserves and undistributed 
profits. 


(4) There is a provision for deducting 10 per cent 
of the remaining profit for the year, or £20,000 
whichever is the greater, to be transferred to a 
‘dividends reserve account’ until the reserve 
amounts to one year's standard wage of capital. 

Thereafter such amounts are set aside as 
may be necessary to maintain the reserve. 

In any year when the standard wage of 
capital is not earned, recourse is had to the 
reserve. : 

(5) The directors are empowered to create such 
further reserves as they consider necessary and 
any withdrawals from such reserves are treated 
as part of the profits for the year in which the 
withdrawals are made. 


(6) Of the balance of net profits, as defined, 5 per 
cent goes to ‘direction’, 5o per cent to ‘labour’, 
and the remaining 45 per cent is available 
either for distribution to the shareholders or 
addition to the company's reserves. 


Except in those cases where the employee's share 
of the profits takes the forrn of a dividend on earnings 
which is related to dividends declared on the share 
capital it is usual for the company’s auditors to 
certify that the amount distributable among the 
workers has been computed in accordance with the 
provisions of the scheme. 


Basis of Participation by Employees 
Nearly every scheme provides that an employee shall 
not participate unless he or she has, at the end of the 
accounting period for which the distribution is to be 
made, been continuously in "ће employment of the 
company for a minimum period of from three months 
to three years and many schemes require that an 
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employee must have attained a minimum age on the 
last day of the accounting period. 

Allowance is usually made in defining continuous 
employment for temporary lay-off periods, nickness; 
accident, or other good and sufficient reason. 

Many schemes give an increasing share of the 
bonus with increasing years of service and in some 
schemes length of service is the sole basis of par- 
ticipation. 

In a few cases the distribution is made on a points 
system with deductions for such things as un- 
punctuality, absenteeism, smoking during working 
hours, wasting time or material and bad workmanship. 

The system of distributing the bonus in proportion 
to the wages and salaries earned by each employee 
during the accounting period, either with or without 
some weighting for length of service, is usually 
adopted and is generally accepted. by the employees 
as fair. 

' If an employee dies while in the service of the 
company, it is usual to pay to the next of kin the 
bonus to which he or she would have been entitled 
in respect of the period up to the date of death, but 
where an employee is dismissed or voluntarily leaves, 
any accrued bonus is forfeited. 

With a view to assuring employees that dismissals, 
especially near the end of a year, are not effected for 
improper motives, many schemes provide that the 
bonus attributable to the wages of employees who 
do not qualify for participation shall be paid to an 
employees' benefit fund and used for such purposes 
as sickness benefits and death grants. | 

The Kalamazoo trust deed provides that seven- 
tenths of the distributable income shall be allocated 
to supervisors, foremen and operational grades on a 
scale dependent upon grade and length of service 
with the company. The remaining three-tenths of 
the distributable income is allocated to the directors 
and other executives according to rank and number 
of years’ service in the group. 

_ A notable example of the successful operation of a 
points system of distributing the workers’ share of 
profits is that of Harry H. Payne Ltd, of Birmingham. 
Each week of the half-year every employee who has 
given satisfactory service receives a blue ticket. Once 
a month each employee’s service is appraised and 
graded A, B, C, D or E, and he is given the reason 
for such grading. At the end of six months an em- 
ployee with twenty-six blue tickets and six A’s to 
his credit ranks the highest in the distribution of 
profits based on a percentage of the total wages 
received during the half-year. A man with E grading 
does not share in the distribution. 

Any employee who feels that his grading or allo- 
cation is unfair has the right to state his case before 
a committee of fellow-workers whose decision is 
accepted as final. 

The successful operation of a points system which 
attempts to evaluate the services of individual workers 
other than by reference to-earnings, length of service 
or grade, requires the utmost confidence of the 
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workers in the impartiality both of the head of the 
business and of the supervisors or foremen on whose 
reports the awards are made. | 

Under the I.C.I. scheme the bonus is payable to 
adult workers with two and a half years’ service or 
over at the date of distribution and is at the rate of 
1 per cent of the employee’s annual remuneration for 
each 1 per cent of the total annual ordinary dividend 
in excess of 5 per cent. 

In the case of J. T. & J. Taylor Ltd, every em- 
ployee who has been in the service of the company 
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during the last six months of the financial year is 
entitled to participate and those who at the end of 
the financial year have completed five years’ service 
and are not less than 21 years of age receive double 
bonus. The bonus is at the rate of x per cent of the 
employee's annual earnings for each 1 per cent of 
the total annual ordinary dividend in excess of 5 per 
cent free of tax. For the purpose of computing 
double bonus the earnings of those who qualify? are 
doubled. 

(To be concluded.) 


WEEKLY NOTES 


The Institute of Chartered Accountants 
in England and Wales 


The President, Mr W. S. Carrington, F.c.a., the 
Vice-President, Mr A. S. Н. Dicker, M.B.E., F.C.A., 
and members of the Council of The Institute of 
Chartered Accountants in England and Wales gave a 
luncheon last Tuesday in the Hall of the Institute. 

Among the guests were the Lord Mayor of London, 
Sir Seymour Howard; Mr Sheriff W. Gilbert 
Allen; r.c.4.; Mr Т. Kingsley Collett (Chief Com- 
moner); Mr W. E. Sykes, M.C., J.P., F.C.4. (Chairman, 
Coal, Corn and Finance Committee of the City 
Corporation); Mr Rodway Stephens, F.C.4. (Chair- 


man, Rates and Finance Committee); Mr R. B., 


Walker (City Surveyor); Mr W. 'T. Boston (Sword- 
bearer); Commander J. R. Poland (Common Cryer 
and Serjeant-at-Arms); and Colonel J. Hulme 
Taylor (City Marshall). 


Double Taxation Relief 


The practical. complications of double tax relief are 
well illustrated by a recent notice issued by the 
Shawinigan Water and Power Company to the 
United Kingdom holders of common shares of the 
company. Pursuant to the agreement between the 
United Kingdom and Canada, and to Section 347 of 
the Income Tax Act, 1952, the rate of credit for 
1954-55 against United Kingdom tax in respect of 
Canadian tax applicable to the dividends for that 
year has been computed at 7s 94 in the £ (which 
takes into account the Canadian non-residents’ tax 
of 15 per cent), or at the claimant's personal United 
Kingdom rate, computed ünder paragraph 5 of the 
: Sixteenth’ Schedule, if lower. The 15 per cent non- 
residents’ tax is added back in arriving at the gross 
dividend for United Kingdom tax purposes. 

Relief has also been authorized under Section 201 
in respect of United Kingdom tax paid by the com- 
pany itself on part of its income: the appropriate 

‘action under Section 201 (2) for 1954-55 being 
1/300th. This relief may be claimed at the United 
‘Kingdom: standard rate, subject to the overriding 
‘restriction. that the sum of the Section 201 relief 
.and the double tax relief proper is not to exceed tax 
.on.the'gross dividend at the claimant's United 


, Kingdom personal rate. Claims for relief should be 


addressed to the claimant's own Inspector, accom- 
panied by the relevant certificates of deduction or 
payment. 

Credit for Farmers 


Mr D. Heathcoat Amory, Minister of Agriculture, 
Fisheries and Food, went out of his way last Monday 
to assure farmers that the Government has never 
intended that they should go short of capital, credit 
squeeze or no. He pointed out that the Chancellor's 
call to the banks to reduce their total lendings con- 
tained a specific reference to the needs of agriculture 
for adequate finance to maintain current production 
or for short-term improvement. Тће reduction of 
credit to farmers is likely to mean chiefly some 
deferment of long-term plans, and perhaps some delay 
in replacing equipment not completely worn out. 
Apart, therefore, from ‘normal commercial vigilance 
and perhaps greater strictures with borrowers who 
have assets apart from their farming operations', the 
banks will continue to make possible an increase in 
ЕУ through higher mechanization, better 

uildings – such as modern cowsheds to reduce the 
incidence of bovine tuberculosis – and improved 
layouts. 

In August, current loans and overdraft of the 
banks to farmers were at a record level, and no sub- 
stantial reduction is expected, either in these or in 
the rate of capital investment in fixed assets which 
last year amounted to £85 million. 


No Fuel Crisis 
Coal stocks have now reached the safety level for 
this time of the year and failing another major 
strike, no fuel crisis is expected this winter. There 
is, in this, little cause for self congratulation by the 


coal industry; it is due to an exceptionally warm and’ 


long summer and to very heavy imports. In the first 
eight months of the year coal imports have cost the 
country over £47 million (between 8 and 9 million 


1 А dividend of 5 per серф free of tax represents а very 
modest return on the capital employed in the business. 
з Over бо per cent of the employees qualify for double 
bonus. · : au PR ЗА a 
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tons) compared with £6-3 million in the same e period 
last year, involving the National Coal Board in a 
net loss of f27 million. Another favourable factor 
has been a considerable increase in opencast output 
again due mainly to the fine.weather. 

These facts were given by Mr R. H. E. Thomas, 
marketing member of the N.C.B., who confessed his 
own surprise that the present stock levels – 18} 
million tons at September r7th – should have been 
achieved. Mr Thomas mentioned that decontrol 
might not be far off, and would have been done 
already had there not been a drop of 34 million tons 
in the output of deep-mined coal so far this year. 
On the subject of cost to the consumer, he said that 
any reduction must come from concentration, pre- 
sumably on the better seams, and more mechaniza- 
tion. There has been an increase in the use of power 
loaders which he said are the key to higher pro- 
ductivity. Meanwhile the joint investigation into the 
unsatisfactory output of deep-mined coal by the 
N.C.B. and the National Union of Mineworkers 
goes on, and seems most unlikely to uncover any- 
thing not already known, namely, that there is unrest, 
dissatisfaction over wages and a deep-rooted. dislike 
of foreign labour. 


Oil Companies’ Tanker Programmes 
The announcement recently by the Peninsular 
& Oriental Steam Navigation Co that it intended to 
build a tanker fleet was expected to be followed by 
announcements from some of the big oi! companies 
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about their own building intentions..Royal Dutch 
Shell and Esso Petroleum have now announced that 
they are going to build thirty-four and six new ships 
respectively. Тћеге will be about one million tons of 
new shipping involved in these orders. Shell have 
placed contracts for thirty-four vessels, half of which 
are to be 18,000-ton ships and the other half 32,000-ton 
ships. Esso's order for six tankers of 36,000 tons each 
includes the two already ordered from Vickers- 
Armstrongs. It is apparent that the two oil companies 
are concentrating mainly.on large ships and it is 
doubtless their intention to hire medium-sized ships 
from the P. & O. fleet and from any other shipping 
company offering tanker tonnage on a charter basis. 

British shipbuilding yards have gained twenty 
vessels of the Shell programme, the remaining 
fourteen going to Holland. Of the Esso ships, the 
four still to be started have been won by German 
shipbuilders. T'he Germans have been able to quote 
earlier delivery dates, but it seems probable that their 
prices are also slightly better than those from British 
shipbuilding companies. More light on the strength 
of German and Dutch competition may be forth- 
coming if and when Shell put out tenders for further 
ships, which seems to be very likely. 

Ít now remains to be seen if some of the other big 
oil companies, notably the British Petroleum Co, 
follow on with orders for new ships. When this is 
known it will be possible to get some idea of the 


. impact of the large amount of tonnage to be built 


between 1956 and 1960 on the world tanker market. 


FINANCE AND COMMERCE 


Severe competition from new issues and a not 
unnatural disposition among most investors to await 
economic and domestic developments both here and 
in the United States has caused further restriction in 
stock-market turnover. Investment business has been 
largely confined to the gilt-edged market where the 
attractions of generous redemption yields on medium- 
dated stocks have brought in demand. The equity 
markets remain depressed by the weight of new issue 
activity and several more sizeable ‘rights’ operations 
are expected in the next few weeks. 


Keith Prowse 

From the look of the report and accounts of Keith, 
Prowse & Co Ltd, the well-known theatre ticket and 
travel agency, it rather seems as if the storm which 
appeared to be blowing up within the company has 
abaded. Mr Peter Cadbury, who became chairman 
last year,, with a re-formed board which included 
Mr 5. L. Forwood, F.c.a., has given the business ‘a 
year of reconstruction and reorganization’, part of 
the effect of which can be seen in the exceptional and 
non-recurring items of expenditure. 

These show the going ЂЕ two, former managing 
directors with „compensation for loss of office, and a 
provision for а stock write-down in a greetings card 


business. Mr Cadbury hopes that these exceptional 
and non-recurring items are expenses that by prudent 
management will not recur. 

His policy now is to ‘streamline’ the organization. 
He reminds shareholders that unlike manufacturers 
of a product, they cannot adjust prices to keep pace 
with rising costs, as booking fees and profit margins 
are controlled by arrangement with the Society of 
"West End Managers. Neither can the quantity of 
what they have to sell be increased as there is only a 
certain number of seats in the theatres to be sold. 
And with the occasional loss of a theatre for con- 


.version into offices, the sales potential may be 


affected. Every effort, therefore, is to be made to 
develop where expansion is possible, particularly in 
the sale of gramophone records, television, radio, etc. 


Main Exchange 
With such limitations on the theatre-ticket business 
as Mr Cadbury has noted, there has been the greater 
urge for efficiency and economy. One result is the 
new fixed asset, a main automatic telephone exchange 
at the company’s headquarters which is claimed to be 
the largest privately-owned commercial exchange in 


„Europe, if not in the world. It puts together on one 


(automatic phone system every office and branch 
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CORRESPONDENCE 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Experientia Docet’ 


Sin, – Mr Patrick Соок, in his article entitled as Boe 
(issue September 24th) has surely fallen into the 
trap of ascribing to the verb 'discover' only its col- 
loquial meaning, namely, 'find out, suddenly realize'. 
If he will refer to the "Oxford English Dictionary 
he will ‘discover’ (in' the colloquial sense) that its 
primary meaning is – 
‘Disclose, expose to view, reveal, make known, 
exhibit, manifest, betray.’ | 
Surely, there is по doubt that, in strict legal раг- 
lance, discovery and disclosure are synonymous? It 
seems unlikely that the article reflects the opinion of 
the Board of Inland Revenue but, if it does, there 
seem to be the makings of a test casel 
Yours faithfully, 
QUESTIO QUID JURIS?' 


[Mr Gente writes: In my story the Inspector used the 
verb ‘discover’ neither in its colloquial sense nor in its 
primary meaning in the dictionary. He was dealing 
with Section 55 (1), Income Тах Act, 1952, and there- 
fore he had to consider the meaning of the word in 
that context. He was not without guidance from many 
judges who had presumably heard of the O.E.D. 

I imagine he would reply to your correspondent on 
these lines: 

І.-Ја the case of Attorney-General v. Till ([1910] 
A.C. 30; 5 T.C. 440), Lord Atkinson said, referring to 
the section (then Section 129): 

‘If a person discovers that the statement he has lodged, 
thon h framed according to the best of his judgment 
. lief at the time he made it, is wrong in fact, he 
Ee be guilty of a fraud upon the "Revenue if he allowed 
himself to be assessed on an estimate which he subse- 
quently discovered to be erroneous. Accordingly, Sec- 
tion 129 provides that when he discovers any defect or 
wrong statement in the statement he has delivered he 
may correct it.’ 
If you substitute ‘finds out’ for ‘discovers’, Lord 
Atkinson’s words still make sense, but if you substitute 
‘discloses’ or ‘exposes to view or ‘reveals’ the judge’s 
words make nonsense. The same applies to certain 
‘other remarks made by the judges in this case. Observ- 
ance of the rules regarding the construction of statutes 
points therefore to ‘finds out’. 

2. Some time later the meaning of the word 'dis- 
covers’ came before the Courts in Rex v. Kensington 
Income Tax Commissioners ([1913] 3 К.В. 870; 6 Т.С. 
279). This was the first of a series of cases dealing 
with what is now Section 41, Income Tax Act, 1952, 
the most recent being the McLuskey case settled in 
March 1955. For a review of these cases your corre- 
spondent is referred to the Court of Appeal proceedings 
in Commercial Structures Ltd v. Briggs (27 A.T.C. 308; 
-30 Т.С. 477). In effect, these cases have decided that 
‘discovers’ in Section 41 means ‘finds out’. 


really help the view your correspondent appears to 
favour. 

4. It is contended that if ‘discovers’ in Section 41 
means ‘finds out’, then the same word in Section 55 (1) 
of the same Act must have the same meaning. This view 
is supported by certain observations of Lord Justice 
Tucker in Commercial Structures Ltd v. Briggs (supra) 
and — provided they are properly interpreted — by Mr 
Justice Singleton's remarks in the Midland Bank case. 
But the person who has made a wrong or incomplete 
return cannot claim the benefit of the section merely 
by pretending to ‘discover’ an error. 

I should make it clear that, although the views 
expressed by the Inspector in my story represent what 
I believe to be the official view, neither the story nor 
this note has been officially inspired or approved.] 


Future Income Tax: ‘Reserve’ or ‘Provision’ 2 


Sm,- Having read Mr Andrews’s second letter 
(September 17th issue), I must now say that I did 
not miss the point he was trying to make about future 
income tax, otherwise: I would not have been stirred 
into up my per to reply. I tried to convince 
Mr Andrews that the Institute's recommendation 
and widespread practice for many years have estab- 
lished a strong case against his views even though 
neither method is obligatory. Try as I will, I mE. 
find any virtue in his proposal, involving as it does 
entirely hypothetical assumptions: about the com- 
pany ceasing business. 

Mr Andrews cannot agree that income tax Schedule 
D, 1955-56, can be described as taxation on 
for the year ended December 31st, 1954 dea 
the profit and loss accounts of four well-known 
public companies I have just looked at do so describe 
it). If, however, we say instead, ‘1954 profit forms the 
basis of assessment for income tax Schedule D, 
1955-56’, what then? Does Mr Andrews still dis- 
el Yet companies following the current practice 

provi for future income tax do so because 
they then show profits and taxes marching in step, 
without recourse to the artificiality of applying 
cessation provisions. They show it separately in the 
balance sheet, too, whether described ‘Reserve for 

., ‘Provision for ...' ог ‘Amount set aside 
for...'. As to profits tax, I made no reference to 
this since the provision for it, whilst shown separately 
on the profit and loss account, is usually, in practice, 
included in current taxation in the current liabilities 
section of the balance.sheet- a practice which, I 
presume, does have Mr Andrews's support. 

I shall be interested to hear the views .of other 
readers on this topic. > ' E 


3. In the later case of Earl Beatty v. C.LR. (33° Үфигз faithfully, 
A/T.C..345; 35 Т.С. зо), Mr Justice Vaisey. made; L. A. LYNCH, 
some interesting observations about the differencei- Chief Financial ‘Accountant, 


between ‘finding’ and ‘finding out’ but they do mo . London, WC2. | | COLGATE- -PAEMOLIVE Гтр. 
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THE INSTITUTE’S 
TWENTY-SECOND AUTUMN: MEETING. 


PRESIDENT’S ADDRESS AT SOUTHPORT 


In our last issue we outlined the programme of the 
twenty-second autumn meeting of The Institute of 
Chartered Accountants in England and Wales, which 
commenced last Thursday and ends this after- 
noon at Southport: 

‘We reproduce below the address of the President, 
Mr W. 5. Carrington, F.C.4., which he delivered last 
Thursday morning, and elsewhere in this issue we 


also reproduce the first part of the paper entitled 
‘Profit-sharing and co-partnership schemes in in- 
dustry’, by Mr E. Duncan Тау1ог,. F.c.a.. Mr 
Carrington's address is the subject of the leading 
article in this issue. 

A comprehensive account of the proceedings at 
the business and social functions, together with 
many photographs, will be published next week. 


The гезен, s Address 


Introduction 


This is the twenty-second autumn meeting held by our 
Institute since we received our Royal Charter in 1880 


and we are happy to meet once again under the auspices , 


of the Liverpool and District Society. They were our 
hosts in 1894, 1904 and 1937 80 we are visiting them 
for the fourth time, and we greatly appreciate this 
further generosity on their. part. The first of this 
series of meetings took place in 1886 under the presid- 
ency of Frederick Whinney, a hallowed name where Y 
am concerned, and with two of whose grandsons І 
arn proud to be in partnership. 

It is interesting to recall the titles of the papers 
presented at that meeting because they show that our 
early predecessors were not concerned almost entirely 
with insolvency work as is sometimes thought to have 
been the case. The papers and their authors were: 
‘Corporation accounts’, by Edwin Guthrie, ‘Chartered 
accountants as auditors of companies’, by Ernest 
Cooper, and ‘Insolvency’, by G. Walter Knox. 


Seventy-fifth Anniversary 


This year we have celebrated the seventy-fifth anni- 
versary of the grant of the Royal Charter to our 
Institute. The banquet which took place last May in 
historic Guildhall, now happily restored to its ancient 
splendour after severe damage by bombing, was graced 
by the presence of H.R.H. the Duke of Edinburgh and 
many other important figures in our national life and 
was a truly memorable occasion. 

The functions organized by district societies and 
branches were also very successful. The Council 
greatly appreciates all the work that was put into the 
organization of these functions by the committees and 
honorary secretaries concerned and же are most 


grateful 10: them. 
pN Membership 


The membership of the Institute at the time when the 
first autumn meeting was held numbered 1,444. 
Today we have approximately 18,800 members of 
whom some 16,800 are in England and Wales and 
about 2,000 overseas. Of those in England and Wales, 
42 per cent are in practice and 58 per centnotin practice, 
whilst of those overseas approximately 22 per cent are 
in practice, and, 78 per cent not in practice. Our total 
membership at the outbreak of the Second World War . 


was about 13,500 so that since then our membership has 
increased by over 39 per cent. Itis interesting to note that 
of the members in England and Wales, the proportion in 
practice has remained at around 42 per cent. The 
proportion of membership overseas has been approxi- 
mately то per cent throughout the past fifty years. 

Our records do not enable us to divide the non- 
practising members into those employed by public 
accountants and those in industrial and commercial 
occupations. However, from testa made in recent years, 
it seems safe to assume that somewhere in the region 
of one-quarter of the non-practising associates are 
employed in the offices of public accountants. A very 
approximate division of the present total membership 
may, therefore, be taken as follows: 


En, ubli 
England ud Wa o = 








As principals 7,000 

As employees 2,500 
t : Z 9,500 

Engaged in industrial, commercial and р 
other occupations or retired (about ' 

500 ate known to be retired) x 7,300 
Neti in England and Wales 2,000 
18,800. 





We are very pleased to have amongst our members a 
substantial number who, though all trained in public 
accountancy, are now engaged in industry, commerce 
and other activities outside public accountancy and we 
are proud of the many who have attained leading 
positions such as an, managing director or 
director, i in not a few of this country’s largest.and most 
important companies. 


Articled Clerks 


The number of articled clerkships registered, i.e. new 
articled clerks, has remained very steady at close on 
1,400 per annum for each of the last six years. Account- 
ancy is a career open to any youth of good education, 
character and reasonable intelligence and although ап 
aptitude and liking for figures is necessary, it is a 
mistake to suppose that an extensive knowledge of 
mathematics is needed. The most important quality 
;required іп a would-be chartered accountant is а 
| high sense of integrity. Next to this I would place the 
- ability to sift facts (with the patiencé-and capacity for 
a 
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detail which this often requires), then the ability to 
form a balanced judgment and finally the art of using 
the English language to express clearly and concisely 
both the facts and the judgment. 

There still seems to be the belief in some quarters 
that in order to become a chartered accountant one 
needs wealthy parents who are able to lay down a 
substantial premium. This is not so. Lest it be thought 
that the possibility of entering into articles is restricted 
to those who can pay substantial premiums, it may 
be noted that around 70 per cent of articles now entered 
into are without premium, and among the minority 
which provide for a premium many carry a salary, 
often small but frequently progressive throughout the 
period. Moreover, where there is no premium, more 
often than not there is a salary, albeit a small one. I 
cannot emphasize too strongly that no youth of real 
ability and good character need be deterred by financial 
considerations from seeking to qualify as a charte 
accountant. А | 

In the training of students we place great stress on 
the value of the facilities afforded by the students’ 
societies, and I would like to impress on principals the 
need for them to co-operate by. allowing their articled 
clerks full facilities for attendance at lectures and other 
kindred functions arranged by the students’ societies. 
I would also like to stress the importance of students’ 
societies having suitable officers and the great need for 
principals to co-operate by encouraging their articled 
clerks to take up office and carry out their duties to some 
extent in office time. These duties add to the experience 
of the articled clerks and in helping others they 
are helping themselves, their profession and their 
principals. 

Overseas Relations 


The next international congress is to take place in 
Amsterdam in 1957 and the Council is supporting this 
congress most whole-heartedly because of the im- 
portance which we attach to the maintenance and 
extension of good relations throughout the world, not 
only in the interests of members of the Institute but 
also as a means of furthering the proper development 
of the profession throughout the world in which the 
members of the Institute have for many years taken 
such a prominent part. 

The Council’s interest in the subject of overseas 
relations is certainly not directed merely to protecting 
the interests of the few large firms with international 
ramifications. As I have stated, there are approximately 
2,000 of our members already in overseas countries 
and others will wish to follow in the future. The 
Council's policy in regard to practice rights is abund- 
antly clear. We believe that the ideal arrangement is 
reciprocity, in all parts of the world, of the right to 
practise under the professional designation which the 
individual accountant has attained by training, exam- 
ination and experience; and that there should be no 
restrictions on the right to enter into partnership 
arrangements with properly-qualified accountants 
whatever may be their country of residence. A few 
words on the position in the United Kingdom may not 
be out of place in this context, 

The only important restriction on practice rights in 
the United Kingdom is that imposed by Section 161 
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to authorize, for appointment as auditors, persons who 
have suitable overseas qualifications. This power is no 
mere facade, The Board readily grants authorization to 
properly-qualified accountants overseas when this is 
needed to enable them to accept appointments as 
auditors. The Act does not impose any residential 
requirement as a condition of authorization nor does it 
impose any restriction on entering into partnership with 
members of recognized United Kingdom accountancy 
bodies. Lv 
Professional Topics 

Management accounting 

Accounts can, and should, besomething more than mere 
historic records. Accounting systems in commercial 
and industrial enterprises should be so designed that 
they produce data which is required by management 
for the purpose of planning and controlling business 
operations. This is what is implied by the subject of 
management accounting to which much attention has 
so rightly been directed in recent years. In my opinion 
there are great opportunities for the services of practis- 
ing accountants in this field as well as for those of our 
members who are employed whole-time in commerce 
or industry. The practising accountant has a value to 
‘the large-scale undertakings as a consultant but we must 
not confine our thoughts and attention to the mam- 
moths of industry. А very considerable part of the in- 
dustry of this country is carried on by a multitude of 
small- and medium-sized concerns. They all need 
management accountancy services but many of them 
are too small to employ a full-time accountant capable 
of satisfying this need. Such firms must, therefore, 
‘muddle through’ without proper accounting informa- 
tion or turn to accountants in public practice for 
advice and assistance. Many small businesses already 
look to their professional accountants for this service 
and I hope that more and more business men will come 
to realize the value of this additional service which we 
can render them. It seems to me that in this form of 
direct service to industry from the professional office 
there is tremendous scope for a most interesting 
career in which a chartered accountant can combine . 
a close interest in industrial activity with the independ- 
ence and variety which are the essence of the profes- 
sional office. | 


Stock-in-trade 
In many instances the amounts attributed to stock-in- 
trade and work in progress are the most important 
items shown in balance sheets, at any rate so far. as 
concerns their effect on the fair presentation of 
profits and losses. We have only to look at the accounts 
of a modest number of our own clients in order to see 
how inventories of almost all descriptions have risen 
in amount, many of them to heights which would have 
been inconceivable half a century ago. If profits and 
losses and their trend are to be presented fairly, the 
importance of consistency, accuracy and fairness in 
determining the amounts carried forward in balance 
sheets for assets of this magnitude can hardly be over- 
stated, у 
Undue conservatism on the one hand, or undue 
optimism on the other, arithmetical error, lack of 
consistency or failure touse recognized principles 


of the Companies Act, 1948, in relation to the audit of. and methods for this purpose may not matter much 
companies which are not exempt private companies. : 
"This section, however, empowers the Board of Trade , then these defects have their dangers, but it ia another 
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when the assets are relatively insignificant, though even 
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matter when inventories are substantial in relation to 
turnover or the other assets of the business. Failure 
on the part of managements and directors to appreciate 
or take this properly into account could result in the 
production of accounts of a seriously misleading charac- 
ter both as a report of stewardship to shareholders and 
as a guide to management in the day-to-day conduct of 
the business. 

Our members ought to bear this in mind, whether 
they are preparing accounts as accountants in or for 
industry or examining accounts submitted to them for 
audit. The auditor as such is not an expert stock 
valuer—he has to rely on managements for expertise — 
but he has imposed on him the duty to form and state 
his opinion as to whether the profits or losses are fairly 


shown. He cannot perform this duty by accepting an: 


overall certificate from the management without asking 
for all the information and explanations that he needs 
and without subjecting that certificate and the material 
behind it to intelligent and critical examination. 
He must not surrender to someone else his judgment as 
an expert on accounts nor forget his obligation to 
use his knowledge and common sense. He must take 
all reasonable steps within his competence to satisfy 
himself before he accepts the amounts put forward as 
suitable for inclusion in the accounts. 

: What are reasonable steps must always depend upon 
the individual circumstances and I am not going into 
this large question today. I must, however, say that 
we are a long way from the Kingston Cotton Mill case 
decided in the year 1896. If that case ever meant that 
an auditor was not required by the company law as it 
then stood to do more than obtain a certificate of value 
from the management, let no member of our Institute 
believe that this would satisfy a reasonable auditor of 
standing today. 

Much water has flowed under British bridges 
since those far-off days. Developments of costing and in 
accounting procedures, the increasing use of perpetual 
inventory records as integral parts of accounting 
systems and the development of auditing techniques 
to correspond with the progress made in other fields 
have all widened the scope of the auditor's activities 
and with this the view of what are reasonable steps for 
an auditor to take. 'l'hese developments and the pro- 
visions of the Companies Act, 1948, have combined 
to impose ever increasing demands on us both as to 
competence and responsibility. 

I would like to emphasize particularly the Companies 
Act, 1948, and the fundamental principles upon which 
the accounting and audit provisions of the Act are 
founded. We have a specific duty to say whether proper 
books and accounts have been kept and whether the 
accounts present a true and fair view of the state of 
affairs and of the financial results of the year. More- 
over, we cannot ignore what the Act says about ex- 
cessive amounts set aside for diminution in value of 


, assests. 


The Institute still has a small stock of the paper 
given at the 1949 summer course by Mr Garfield G. 
Goult on 'Stock-in-trade and the auditor', and if any 
of you have not read it I commend it to you for its 
thought-provoking discussion of the problem. 

There is another matter about stock valuations that 
should be borne in mind. Ifthe basis of stock valuation 
is changed as compared with that used in the pre- 
paration of the previous accounts, good accounting 
practice, as well as a specific requirement of the 
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Companies Act where companies are concerned, 
requires that the effect of the change, if material, shall 
be indicated in the profit and loss account. Unless 
this is done, how can it be said that the accounts show 
a fair view? Апа unless we have made a proper exam- 
ination and test of the inventories, how can we satisfy 
ourselves as to whether a note is needed and as to what 
it should say? 

I do not wish to dwell unduly on stocks and son in 
progress and must pass to other matters. Before doing 
80, however, I think it right to mention thatin my opinion 
those of us who are responsible for negotiating tax 
computations with the Inland Revenue are likely to 
find an increasing interest on the part of Inspectors of 
Taxes in this subject; this because of the obvious im- 
portance of stock in relation to profits and because the 
Inland Revenue's staff of trained officers is now re- 
plenished to a point where it is far better able to cope 
with these matters than when it was short-handed like 
ourselves in the days of war. 

When we carry out an audit our normal procedures 
should be such as to enable us to give adequate answers 
to any reasonable questions the Inspector of Taxes 
may ask. The position is not so simple, however, 
where we have not acted as auditors. In these cases, 
which include a great number of the individuals and 
partnerships for whom we undertake only accountancy 
and taxation work, the scope of our duties or the state 
of the records may make it necessary for us to include 
material reservations in our reports, and it may be that 
we can in some cases deal with Inspectors’ questions 
only by obtaining answers from the client and passing 
them on as such to the Inspector. 

Аз I have touched on this matter of reports on ac- 
counts of sole traders and partnerships, may I remind 
you of the important statement on the subject which 
was issued by the Council to members of the Institute 
in May of this year? 

Let us see to it that we all play our parts in upholding 
the prestige of our profession in these as in all other 
matters. 


National Affairs 


Evidence abounds that we are in the throes of in- 
flation. 'T'he cost of living has been increasing for some 
time past, claims for increased wages are being pressed 
in nearly every sector of industry, and the balance of 
payments continues against us. 
'The root cause of our inflationary condition is that 
as a nation we are making demands on our basic 
resources —for current consumption, defence, capital 
construction, overseas investment and restoration of 
monetary reserves — which collectively are too large 
to be met in full by production at its present level. 
In an endeavour to express the position by way of an 
arithmetical formula, I would say that if the economy 
is to be in balance, then the sum of (a) total consump- 
tion (private and public, including defence), plus (b) 
investments in new assets, including fixed assets, 
whether social such as houses and schools, or economic 
such as factories, power facilities and machinery, and 
stocks and work in progress, plus (с) overseas invest- 
ment, must not exceed the sum of (d) domestic pro- 
duction plus (е) invisible exports. When, as now, (a) 
pas (Б) plus (c) exceeds (d) plus (6), the resultant 
“deficit can only be met by borrowing from overseas or 
; the running down of our overseas reserves and invest- 
ments. А. continuing deficit means.that as a nation we 
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are not paying our way; in other words it means that 
we are living on credit or on past savings, or a combina- 
tion of the two. 

If this analysis of the position is accepted it follows 
that, save for borrowing from overseas, the inflationary 
element can only be reduced by increasing production 
or reducing consumption or reducing capital expendi- 
ture, or by a combination of these three possibilities. 
As I hope to show later, we need greater and not less 
capital investment. It therefore follows that we have 
got to deal with inflation within the triangle of de-. 
creased domestic consumption, decreased defence 
expenditure and increased production. Matters of 
consumption and defence egpenditure are outside our 
orbit as accountants and all I can do in regard thereto 
is to express the earnest hope that the Chancellor will 
be successful in his measures to bring about a decrease 
in the scale of consumption, and that every effort will 
be made within the limits of national safety to keep 
expenditure on defence down to a minimum, Pro- 
duction is a matter in which the accountant has а 
professional part to play and a few words from me on 
this subject, therefore, will not be out of place. 


Production 


Experts have confessed themelves baffled by problems | 


of accurate measurement of national production, but 
| a learned publication by O.E.E.C. on this subject 
indicates by figures which must be taken as mere 
approximations that the per capita gross national 
product in 1952 was nearly twice as large in the United 
States as in. the United Kingdom, and I would say 
that whilst our national production has increased 
materially since 1952, we are still a very long way 
behind the United States. 

The available evidence seems to indicate that one of 
the main reasons for the larger.production per capita in 
the United States than in this country is that man-power 
there is backed up by much more plant and machinery 
and a much larger quota of horse-power than it is here. 
Thus according to the sixth annual report of the 
Advisory Council on Scientific Policy (Cmd. 8874), 
the expenditure on new plant and equipment per person 
employed in manufacturing industry in Great Britain 
Т the United States for the under-noted years was ав 

ollows: 


1948 1949 1950 1951 

"A £ £ £ £ 

Great Britain 50 54 бо 70 
United States of America 195 183 180 250 


In arriving at the above figures all dollar conversions 
were made at the rate of 2°80 dollars to the £. 


As to the availability of mechanical power, it was 
stated in a document issued by the British Productivity 
Council in July 1954, that there is 8 horse-power 
behind every American worker but only 34 horse- 
power behind every British worker. 

These figures leave no doubt in my mind that there 
is a great need in British industry for vastly increased 
investment in plant and machinery and power facilities, 
particularly when we bear in mind the great progress 
which has been miade in these respects not only in the 
United States but also in Western Germany and Japan. 
There.is also a need for a continuing increase in over- 
seas investment if we are to help forward the social and 


economic progress of under-developed countries. This’ 
can only be achieved by a handsome and continuing | 
; and co-partnership for..the particular: undertakings - 


surplus on the balance of payments. 
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In the light of the foregoing it will be seen that the 
one thing which this country needs, and the only thing 
which can really ensure the maintenance of anything 
like our present standard of living, is greatly increased 
production. The necessary factors to achieve this are: 


(1) More plant and machinery and an increase in the 
amount of available mechanical power. 


(2) More efficient use of our existing plant by bottes 
organization, and the development of new and 
improved products. 


(3) А greater sense of responsibility on the part of 
workers and the elimination of. restrictive 
practices on whichever side of industry they may 
exist. 


As to (1), I have already referred to the need for 
increased investments in plant, machinery and power 
facilities. 

Regarding (2), better organization connotes the 
elimination of all avoidable waste, whether it be of 
material, man-hours or machine time, and the dropping 
of unprofitable lines. This is a field where the trained 
accountant can render great assistance to his clients 
or his employer as the case may be. 'l'ime does not 
permit me to elaborate further on the subject of manage- 
ment accounting, but I would stress the necessity of 
efficient budgetary control and cost accounting in all 
fields of manufacture .and distribution and а like 
necessity for the closest possible co-operation between 
management and the accountant in making the very 
best use of these aids to management. 


Industrial Relations 


As to (3), I firmly believe that one of the really major 
needs of our time is that of inducing in the rank and 
file of workers a sense of responsibility and of proving 
to them by something more solid than mere words of 
exhortation that their interests run parallel with those 
of the businesses by which they are employed. The 
old shibboleth that the interests of labour and capital 
are diametrically opposed to one another dies hard in 
some quarters and no quantity of speeches by company 
chairmen, newspaper articles or lectures on ТУ, 
whether "sponsored or pure unalloyed B.B.C., is 
going to kill it. 

In appropriate cases an effective way of bringing 


' about this sense of responsibility and of giving tangible 


proof of the fundamental unity of interest of those who 
work in a business and those who own it may be to give 
the employees a financial reward additional to wage or 
salary, one which moves, in direct unison with profits, 
and which provides a true feeling of part ownership. 

'This is why I regard the paper, which Mr Duncan 
Taylor is to give at this autumn meeting on the subject 
of 'Profit-sharing and co-partnership .schemes in 
industry, as being of such importance. It is equally 
important to practising accountants and to those 
engaged in industry and commerce for it deals with a 
subject which will, I feel, for the reasons I have 
indicated, loom very large.in the field of industrial 


relations and business management in the years that 


lie ahead. We as accountants must, therefore, be pre- 
pared to discuss the subject with our clients or our 
directors, as the case may ће, in a fully-informed man- 
ner and be in a position to advise both in principle and 
detail as to the most suitable forms of profit-sharing 
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concerned. Гизе the term ‘undertakings’ advisedly as 
I consider that the need spreads beyond the field of 
limited companies and might even extend to nationa- 
lized undertakings which will, of course, present difficult 
and peculiar problems although they should be capable 
of solution. Although co-partnership in this field is 
obviously out of the question, there should be workable 
possibilities in schemes of profit-sharing in some 
nationalized undertaking; 


Taxation 


Although the subject of taxation is one of great 
importance to all accountants in particular and to the 
business community in general, it is not my intention 
to’ include any remarks on the subject in this address. 
During the course of our proceedings we are to have a 
very comprehensive paper from Mr Talbot on recent 
developments in taxation, and for those who wish to 
study the matter from the economic, sociological or 
legislative standpoints, H.M.S.O. has on sale a report 
price 12s 6d, which on reading may be found both 
interesting and instructive. Lest there be any mis- 
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understanding or possible complaints on the score of 
advertising, I hasten to add that no royalties are payable 
by the Stationery Office on either this or the other 
reports referred to by Mr Talbot in his paper. 


Conclusion 


Our Institute has grown and prospered much since 
it was founded seventy-five years ago and I think it 
fair to say that there has been a corresponding increase 
in the prestige of the accountancy profession and its 
value to the communities we serve. However, we 
cannot, and must not stand still. We are on the thres- 
hold of what some describe as the second industrial 
revolution. We must be prepared to meet it and to 
proceed with it. We must keep our outlook and our 
techniques abreast of developments in industrial 
processes and organization both at home and abroad. 
We must go forward and not backward and I am con- 
fident that the profession to which we have the honour 
to belong will continue to meet more than adequately 
the ever increasing needs with which it is confronted. 


| THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


1 


The annual conference of the Association of Certified 
and Corporate Accountants commenced at Edinburgh 
on! Friday, September зо, and continued until last 
Tuesday, October 4th. 
At the conference dinner held on Monday at the 
Assembly Rooms, the President of the Association, 
W. Macfarlane Gray, F.A.C.C.A., presided over a 
large company of members, ladies and guests. Mr 
Macfarlane Gray proposed the loyal toasts and 
the toast of ‘The City of Edinburgh’ was proposed 
by, Lord Latham, J.P., F.A.C.C.4., Immediate Past 
President of the Association; the Rt. Hon. John D. 


ANNUAL CONFERENCE AT EDINBURGH 


Banks, с,в,Е., Lord Provost of Edinburgh, responded, 
Lord Strathclyde, Minister of State, Scottish Office, 
proposed the toast of ‘The Association’, to which Mr · 
Macfarlane Gray responded, and the toast of "The 
Guests’ was proposed by Mr A. С. S. Meynell, 
F.A.C.C.A., Vice-President of the Association, with the 
response by Lord Clyde, Lord Justice General and 
Lord President of the Court of Session. The dinner 
was followed by dancing until 1.30 a.m. 

'l'hree papers were presented at the business sessions 
held at The North British Hotel and these are sum- 


marized below. 


The Accountant in Modern Society 


Mr Harold E. Wincott, Editor, The Investors’ Chronicle, 
addressed the first session on ‘The place of the 
accountant in modern society’. Dealing with the 
accountant’s function ag a tax adviser, Mr Wincott 
referred toa clear-cut, and completely justified distinc- 
tion between tax evasion and tax avoidance. The first, 
he said, is wholly reprehensible and not to be defended 
for, a moment; the second is completely legal and 
justified. ‘Indeed’, he commented, ‘I am prepared to 
argue that the better you get at advising on tax avoid- 
ance, the better it will be for this country'. Mr Wincott 
subrnitted that it was largely thanks to the efforts of 
the profession that the small, private, family business 
had survived as well as it has, and that British agricul- 
ture was in as good fettle as it is. 

Mr Wincott continued by saying that the duties of 
accountants extended far beyond the sphere of advising 
private individuals and that they rendered yeoman 
service to British industry, whether from within or in 
their capacities of auditors and advisers. He said that 


it was not true that accountants working within 
industry were soulless men of figures, remote from 
industrial needs and realities and lacking in the human 
touch. : 

He went on to say: 

'I have seen them working in a full and friendly partner- 
ship with the technicians and engineers employed with 
them, and I say quite categorically that such a partnership 
provides us with the best of both worlds — the caution and 
sure-footedness and realism of the accountant, coupled 
with the technical brilliance of the expert . . . there is 
not a branch of British industrial, commercial and financial 
life in which your profession does not play its part in. 
direction and administration. 

After speaking generally about the work of the 
profession, Mr Wincott concluded: 
^ have’ said enough, I hope, to show that the place of 
‘the accountant in modern society is one of supreme impott- 
ance. There is not a facet of modern life with which you 
hre not concerned. It must surely be a great encouragement 
{о any observer of your profession to note the thrusting 
i 
i 
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restlessness with which you face the future. You may ог 
may not know it, but you have a great reputation among the 
general public as men and women of great stability and 


"Modern Back 


The second business session was addressed by Mr 
Ronald Staples, Founder-Editor of Taxation, on the 
subject ‘Modern back duty practice’. 

Mr Staples began with some striking statistics to 
show the magnitude of the back duty field but added 
that the number of erring taxpayers was only a fraction 
of the millions of honest ones. He stressed the import- 
ance of the co-operation between tax Inspectors and 
practitioners, based on mutual confidence, without 
which the whole system of tax administration would be 
in jeopardy. When figures supplied by a client had been 
proved to be inaccurate, it was usually better for his 
accountant to continue to act for him, as the person 
best qualified to straighten matters out. 

During the last few years, following: the easing of 
wartime pressure, the Inquiry Branch of the Inland 
Revenue had been greatly expanded, while Inspectors 
in districts were intensifying the drive on back duty. 
Mr Staples thought that the next year or two would 
see an even greater drive, with the object of doing 
everything possible to minimize evasion. Statutory 
powers had been increased in recent years while means 
of intelligence had been greatly improved; the net 
was spread very wide and the mesh was being tightened 
continuously. 

The way in which а back duty case began. had an 
important bearimg on the eventual settlement. Other 
things being equal, an entirely voluntary disclosure 

_ could mean a smaller penalty. No matter how the case 
started, however, the only sound advice was to make a 
full and complete disclosure of assets. Mr Staples 
told his audience that where the Inland Revenue 
initiated the inquiry the taxpayer would usually be 
called to an interview with the district Inspector or 
with a representative of the Inquiry Branch, when he 
would be asked questions. It would probably be 
advisable to take time before answering them, although 
а full disclosure of assets should, of course, be made. 
Untrue statements as to their source were bound to 
react unfavourably. When accumulations were attri- 
buted to betting winnings the Revenue reply was 
invariably to require satisfactory evidence of the 
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caution and conservatism. That reputation is well-earned 
and well deserved. It is a reputation you should guard and 
preserve at all costs.’ 


Duty Practice 


winnings, but the matter was ultimately one for the 
Appeal Commissioners to decide. Similar difficulties 
arose when a taxpayer claimed to have possessed a 
cash hoard. 

After the computation of duty lost came the import- 
ant matter of negotiating a settlement. The Inland 
Revenue had a system of adding a percentage to such 
duty, as a penalty loading. Sometimes the Revenue 
had difficulty in proving that penalties had in fact been 
incurred, since this did not necessarily follow from the 
insufficiency of the returns. All the facts should be 
carefully considered before an offer in settlement was 
made. The interview with the Inspector at which the 
settlement was discussed required careful handling. 
Mr Staples reviewed the commoner penalty provisions, 
the way in which they operated, and the interpretation 
of Sections 18 and 55 of the Income Тах Act, 1952. 
After mentioning the Revenue's power to mitigate, the ` 
speaker dealt with the practical problems of raising 
the money required for settlement, and the delicate 
questions which arose where a wife had investments 
unknown to the husband. 

Referring to the White Paper which is put before 
taxpayers and which stresses the power to mitigate 
penalties, Mr Staples said he thought it was un- 
fortunate that the Revenue were not more generous- 
in promising immunity from criminal proceedings – 
if they were, taxpayers would be more ready to disclose. 
He also referred to the time sanctuary which he had 
previously suggested, during which taxpayers could 
make disclosures and secure immunity from criminal 
proceedings and monetary penalties. He thought it 
would bring the Chancellor a rich harvest. 

"The written submission of an offer in settlement 
should set out all the circumstances in the taxpayer’s 
favour, to ensure that these were brought to the 
attention of head office. 

After paying tribute to the officials of the Revenue, 
Mr Staples devoted the remainder of his address to a 
close review of the recommendations on evasion con- 
tained in the Report of the Royal Commission on the 
Taxation of Profits and Income. 


Accounting for Human Nature 


At the third and final business session, Mr Franklin A. 
Callaby, в.А.С.С.А., F.C.W.A., of the Plessey Co Ltd, 
presented a paper on ‘Accounting for human nature: 
management accounting in action’. 

Mr Callaby said that it was his intention to deal 
with certain fundamental principles in accounting 
which had been largely ignored in accounting literature 
and not suficiently recognized in practice, and 
continued: 

‘It is my belief that the most important rule to be 
observed in the planning of an accounting system and in the 
design of the forms for presentation is the recognition and 
employment of the psychological forces whi 
the human so that accounting in action is a real. 
power in giving purpose and direction in the affaira of 
md concerns.’ | 


Later, in developing his theme, he said: 


-motivate ` 


"The art and science of management is largely con- 
cerned with the methods of handling. people, individually 
and collectively, but it is yet to be fully comprehended that 
the foundation of the new concept of management account- 
ing must also be laid on similar principles. It is this identity 
in basic design that enables management accounting to 
make its large contribution to aiding management control.’ 

Mr Callaby concluded: 

‘It should be clear that the accountant is concerned not 
with things but with persons. He will not be alone, for the 
problems of the top executives lie in the field of human 
relations. Their problem is to direct the work-people, to 
ensure co-ordination, to create incentive and responsibility 
and to observe the genera’ plan. An accountant working 
on these lines will become an integral and valuable part of 
the organization and will play an important role in ensuring 
the maximum degree of effectiveness which is only possible 
with his assistance.’ 
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Reports of Public Companies 


THE ACCOUNTANT ANNUAL AWARDS, 1956 


CLOSING DATE FOR ENTRIES 


Each year The Accountant makes two Awards to companies whose shares 
are quoted on a recognized stock exchange in the United Kingdom, in 
relation to the form and contents of their reports and accounts – 
particular importance being attached to the adequacy of the information 
given and its presentation. l 

The 1956 Awards will be made in respect of reports and accounts laid 
before companies in general meeting within the year ending December 
31st, 1955. Particular consideration will be given to the making of an 
Award to a company submitting accounts which do not involve the 
complexity of those of a large group. 

Companies are invited to send for consideration copies of their 
reports and accounts (with any chairman's statement circulated to 


shareholders) tos 


THE SECRETARY, 
THE ACCOUNTANT ANNUAL AWARDS, 
4 DRAPERS GARDENS, ` 
LONDON, ЕС2. 


The closing date for the receipt of entries for the 1956 Awards is 


January 31st, 1956. 


Panel of Judges 
The panel of judges is composed of: Mr Montagu Gedge, Q.c., Chairman; 
Mr №. L. Barrows, J.P., Е.С.А.; Sir Harold Barton, F.C.A.; Lord Latham, 
J.P., F.A.C.C.4.; Mr Thomas Lister, M.A., С.А; Mr Bertram Nelson, J.P. 
РАЈА Mr ©. Tyser; Mr Derek du Pré, Editor, The Accountant. 


у 
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NO LES AND NOTICES 


Personal 
Messrs Moores, Carson & Watson, Chartered 


Accountants, of 209 West George Street, Glasgow, . 


C2, regret to announce that Mr Јонм F. Carson, 
c.a., who has been absent from business for some 
time owing to ill health, has retired from the practice 
as from September 3oth, 1955. 

Mzssns Down, Son & Harper, Chartered Account- 
ants, of 44 Bow Lane, London, EC4, announce that 
their senior partner, Mr Неввевт Е. Down, F.C.A., 
retired from the firm on September 305; he will, 
however, be available for consultation. They also 
announce that as from October 1st, 1955, they have 
taken into partnership Mr IAN Wyness FAWKNER, 
А.С.А., who has been on their staff for the past year. 
The name of the firm will remain unchanged. 

Messrs Reeves & ROTHWELL, Chartered Account- 
ants, of 5 Laurence Pountney Lane, Cannon Street, 
London, ЕСА, announce that as from October 1st, 


1955, they have taken into partnership Mr James G. - 


STODDART LONGCROFT, A.C.A, a son of Mr К. 
STODDART LONGCROFT, F.C.A. The style of the firm 
will remain unchanged. 

Messrs Lonccrort, SMrTH & Со, Chartered 
Accountants, of Capel House, New Broad Street, 
London, EC2, announce that as from October rst, 
1955, they have taken into partnership Mr James С. 
STODDART LONGCROFT, A.C.A., а son of their senior 
partner Mr В. STODDART LONGCROFT, F.c.a. The 
style of the firm will remain unchanged. 

Messrs Јомез, Crewpson & YouarT, Chartered 
Accountants, of 7 Norfolk Street, Manchester, 2, 
announce that on October Ist, 1955, they admitted 
into partnership Mr Gxorrney Ross DEAKIN, A.C.A., 
and Mr Davi» LAWTON CHAPLIN, M.A., A.C.A., both 
of whom served their articles with the firm. The 
name of the firm will remain unchanged. 

Messrs А. С. SAYERS, SEATON & BUTTERWORTH, 
‘Chartered Accountants, of 62 Brook Street, London, 
Мт, announce that Mr A. S. MASTERS, A.C.A., A.S.A.A., 
has been admitted to partnership. 

Messrs APPLEBY & Woop, Chartered Accountants, 
of Lancashire House, 47 Peter Street, Manchester, 2, 
announce that as from October xst, 1955, they have 
taken into partnership Mr R. A. DUXBURY, A.C.A., 
who has been associated with the firm for a number 


of years. 
Messrs Broaps, PATERSON & Со, Chartered 
Accountants, announce that they have removed 


their offices from 1 Copthall Close, London, EC2, to 
Garrard House, 31/45 Gresham Street, ЕС2. Their 
telephone number remains unchanged. 

Messrs ABBOTT & Son, Chartered Accountants, 
of 40 South King Street, Manchester, announce 
with regret the death on September 22nd, 1955, of 
their senior partner, Mr Norman ABBOTT, А.С.А: 
The practice will be carried on by the surviving; 
partners, Mr WiLLIAM Scorr, F.c.a., and Mr; 

} 


і 


FREDERICK RICHARD TERRAS, B.A., F.C.A. under the 
same style as before. 

Messrs Grace, DARBYSHIRE & Topp, Chartered 
Accountants, of 19 Whiteladies’ Road, Bristol, 8, 
announce that, as from October rst, 1955, they have 
admitted to partnership, Mr ArrHur Н. MARSDEN, 
A.C.A. 

Messrs Frazer, WHITING & Co, Chartered 
Accountants, of 126 Bishopsgate, London, ECa, and 
elsewhere, announce the retirement of Mr WALTER 
FowLER WHITING, Р.С.А., from the partnership as 
from September 30th, 1955. They also announce the 
admission to partnership of Mr IAN WILLIAM FRAZER, 
А.С.А., воп of the continuing partner, Mr WILLIAM 
GEORGE Frazer, F.C.A., as from the same date. The 


: name of the firm remains unchanged. 


Messrs C. Percy BarrowciirF & Со, Incor- 

rated Accountants, of Middlesbrough, Leeds and 

ewcastle upon Tyne, announce with regret the 
retirement of Mr A. Н. McRosert, F.C.A., F.S.A.A., 
their resident partner in Leeds, through ill health. 
They also announce that as from October rst, 1955, 
Mr ERNEST CORSCADDEN, Е.8.А.А., was admitted a 
partner and that his practice at 24-26 Wood Street, 
Wakefield, has been amalgamated with their practice 
in Leeds. Mr СОББСАРРЕМ will be in charge of the 
Leeds and Wakefield offices of the firm. 

Messrs C. Percy BarrowcLirrF & Co, Incor- 
porated Accountants, of Middlesbrough, Leeds, and 
Newcastle upon Tyne, announce that Mr L. H. 
BALDWIN, A.C.A., А.5.А.А., who has had charge of 
their Newcastle office for some years, was admitted 
a partner as from September rat, 1955. 


Chartered Accountant Installed a Sheriff of 
S the City of London 
At a ceremony held in Guildhall on September 28th, 
Mr W. Gilbert Allen, F.C.A., was installed a Sheriff 
of the City of London for the year 1955-56. 

Mr Allen is senior partner in the firm of W. 
Gilbert Allen & Co, Chartered Accountants, of 
8 Drapers’ Gardens, ЕС2, and a liveryman of the 
Haberdashers’ Company. He was installed, together 
with Mr B. Waley-Cohen, in the presence of the 
Lord Mayor, the aldermen and members of the 
public. 

After the ceremony the inauguration breakfast of 
the new Sheriffs was held at Grocers’ Hall when the 
toast of the two retiring Sherifis—one of whom 
was Mr Leslie B. Prince, M.A., F.C.A. — was proposed 
by the Recorder, Sir Gerald Dodson, and the toast 
of the new Sheriffs was proposed by the Bishop of 
Bath and Wells. 


Professional Note 
Mr Maurice Tattersfiefd, A.C.A., F.C.C.&., director 
and general manager of Brush Electrical Engineering 
Co Ltd, has been appointed managing director of the 
company as from October roth. 
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Obituary 
ROBERT LAWRENCE MARSH, M.SC.,-F.C.A. 


We regret to record the death on September 23rd, 
at the age of 71, of Mr Robert Lawrence Marsh, 
after an illness lasting some months. Mr Marsh was 
the senior partner in the firm, founded by his father 
in 1892, of Robert H. Marsh & Co, Chartered 
Accountants, of Bishopsgate, London. He had been 
a member of the firm for forty-five years. 

Mr Marsh was admitted an Associate of the 
Institute in 1908 and elected a Fellow in 1927. 
Apart from his numerous professional appointments 
he was steward of Michael Yoakley’s Charity and 
secretary to the John Horniman Convalescent Home, 
and chairman of various other bodies associated with 
the Society of Friends, of which he was a birthright 
member. 

He will be remembered with real affection and 
warm personal regard, not only among his circle о 
friends in the City of London but in many other 
spheres of life – and particularly by those who shared 
his love and knowledge of books and his interest in 
education. 

Dinner in Coventry 


INSTITUTE'S ÁNNIVERSARY CELEBRATED 


The Coventry Area Branch of the Birmingham and 
District Society of Chartered Accountants celebrated 
the seventy-fifth anniversary of the granting of the 
Royal Charter to the Institute at a dinner held in the 
historic St Mary's Hall, Coventry, on September 3oth. 

Mr H. J. Redfern, F.c.a., Chairman of the Branch, 
presided, and among those present were: The Lord 
Mayor of Coventry; Mr Donald V. House, Е.С.А., 
Immediate Past President of the Institute; Mr L. J. 
Clarke, B.COM., F.T.I., President, Coventry Chamber 
of Commerce; and the Mayors of Royal Leamington 
Spa, Warwick, and Nuneaton. 

A toast to “The City of Coventry’ was proposed 
by Mr T. A. Hamilton Baynes, M.A., F.C.A., a member 
of the Council of the Institute, and the Lord Mayor 
responded, 

A toast to the Institute was proposed by Sir Stanley 
Rawson, who said that it had avoided ‘over-centraliza- 
tion’ and that, because of its ‘liveliness and its con- 
tinual emphasis upon a code rather than a creed, 
upon an ethic as well as upon a professional tech- 
nique’, there was little fear that it would become 
ossified. In his reply, Mr House, who described 
the growth of the Institute’s activities as ‘little short 
of amazing’, referred to the problems brought about 
by complicated legislation and high taxation. They 
were here to stay, he said, but he laid emphasis on 
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the, бе that the basic training for the accountant 
will still be the use of the human: brain, whatever 
influence electronics and automation. may , have. on 
the profession. “No machine’, he said, ‘can interpret 
the various Acts and statutes by which our work is 
governed.’ 

Mr Redfern proposed a toast to the guests. In his 
reply, Mr Clarke referred to ‘a report which account: 
ants may recognize’, He said: 


“We have. obtained all the food and drink which to the 
hest.of our knowledge and belief were necessary for the 
purposes of this banquet. 

‘In our opinion proper books of cookery have been kept 
by the society во far as appears from our examination of 
the menu. 

"We have examined the above menu which is in agree- 
ment- with our digestions. In our opinions and to the best 
of our information and according to the samples given us, 
such menu gives the nourishment required by the Hospit- 
ality Act, 1479, in the manner so required and gives a true 
and fair expression of the society's hospitable intentions.' 

Also present at the dinner were: 

Messrs W. L. Barrows, F.c.A. (Member of the Council of 
the Institute); Professor D. Cousins, B.COM., A.C.A. (Depart- 
ment of Accounting Administration, Birmingham University), 
Messrs S. Dixon, M.A., A.C.A. (President, Birmingham and 
District Society -of Chartered Accountants); D. F. Dodd, 


T.D., F.C.A. (Hon. Secretary, Birmingham and District Society 


of Chartered Accountants); H. R. Elliston, a.c.a. (Chairman, 
Wolverhampton Branch, Birmingham and District Society of 
Chartered Accountants). 

Messrs W. W. Fea, B.A., A.C.A. (Member of the Council 
of the Institute); А. Н. Hall, F.s.a.a. (Representative of 
Coventry Incorporated Accountants); W. Н. Hamm, F.A.C.C.A. 
(Vice-President, Coventry Certified Accountants); H. Heath 
(Vice-President, Coventry Engineering ое ае 

The Very Reverend R. Т. Howard (Provost of Coventry); 
Messrs R. B. Leech, M.B.E., T.D., F.C.A. (Member of the 
Council ој. the Institute); P. H: Luker, M.A. (Senior Inspector 
of Taxes, Coventry); А. S. MacIver, M.C., B.A. (Secretary, 
Institute ој Chartered Accountants); Sir Stanley Rawson 
(Vice-Chairman, John Brown 9! Co Ltd); Mr S. W. Rogers 
(Warwickshire Law Society). 


New Issue of Defence Bonds 
The current issue of 3} per cent Defence Bonds will 
be withdrawn at the close of business on Monday, 
October 31st, 1955, and a new issue to be known as 
4 per cent Defence Bonds will be on sale from 
‘Tuesday, November st, 1955. 


Terms of issue 

The new bonds will carry interest at 4 per cent per annum, 
payable half-yearly on May 1st and November rst. The 
bonds will mature on the interest date next following ten 
years after the date of purchase or, in the case of bonds 
purchased on an interest date, on the tenth anniversary of 
purchase; repayment will then be made on application at 
the rate of £103 for each £100. Provision is being made to 
give the Treasury discretion to extend the life of bonds of 
this issue for which no application for repayment is received. 
Bonds encashed within five years from the date of purchase 
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will be repaid at par on the expiration of tiree при 
notice. Bonds encashed five years or more from the date 
of purchase, but before maturity, will be repaid at the 
rate of £101 per £100 on the iration of three months’ 
notice. If, at the e request of the holder, the notice of encash- 
ment is dispensed with, repayment will be made at the 
above rates but subject to a deduction equivalent to three 
months” interest. This deduction will not, however, be 
enforced where immediate encashment of bonds registered 
in the name of a deceased holder is required for the pur- 

of winding up his estate. Application for bonds must 
Be for 5 or multiples of £5 E nua not be made before 
N er Est, 1955. А maximum holding of £1, ооо will be 
allowed, in addition to any permitted holdings ‘of revious 
issues, 


The Chartered Accountants’ Christmas Card 


A Great IMPROVEMENT ON PREVIOUS YEARS 
Looking much more attractive than ever, the. char- 
tered accountants’ Christmas card once again makes 
its welcome appearance, at the same price and well in 
time for sending overseas. 

For some years the crest of the Institute has been 
printed on the card. This year, we are pleased to 
announce, the crest is die-stamped on the card in 
red and gold. The improvement is surprising. 

And this is not the only change for the better. 
Up to last year the card has consisted of two pages; 
now there are four. The appearance is perhaps most 
simply described as a sturdy but light card folded 
horizontally then folded vertically, with the crest die- 
stamped on the front of the first page, and a greeting 
printed in black on the right-hand inside page. The 
general impression is of a Christmas card well 
worthy of chartered accountants. 

The card is 48 X 54 inches and the price, including 
envelopes and purchase tax, is 105 per dozen post free. 
Supplies are now available and can be obtained from 
Gee & Co (Publishers) Ltd, ds Basinghall Street, 
London, ЕС2. 


The Chartered Accountant Students’ 
Society of London , 
The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m., at the Institute: Lecture, ‘Audits of 

arities and of trade associations’, by Mr M. J. Bowman- 

Vaughan, A.C.A. Chairman: Mr А, S. Н. Dicker, M.B.E., 
F.C.A. (Vice-President of the Institute). 

Tuesday. ~ Visit to the head office of Barclays Bank (limited 
numbers). 6.30 f.m. — Squash rackets match e. Metro- 
politan Police. 

Thursday, 5.15 p.m., at the Institute: Introductory ida 
lecture: "The fundamentals of business’, by Mr R. J. 
Carter, B.COM., F.C.A. 

Friday, 5. 15 m., at the Institute: Introductory course 

ectures: "The functions and form of the profit and loss 
ict “and balance sheet’, by Mr R. J. Carter, B.COM., 
¥.c.A., and “The English judicial system’, by Mr Patrick 
W. Medd, Barrister-at-Law. 
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Firm’s Fiftieth Anniversary 

The firm of Messrs Woolley & Waldron, Incor- 
porated Accountants, of Southampton, celebrated 
the fiftieth anniversary of their foundation by the 
late Alderman Fred Woolley, J.P., Р.5.А.А., by enter- 
taining 111 members of the staff, wives and friends, 
at a celebration dinner held at The Polygon Hotel, 
Southampton, on September 3oth last. 

A toast to the memory of “The Founder’ was pro- 
posed by Mr К. J. Stranger, с.в.в., M.c. Dancing 
continued until 1 a.m. 

The late Alderman Woolley was President of the 
Society of Incorporated Accountants from 1945-47. 


SEVENTY-FIVE YEARS AGO 


From The Arcountant or Остовев oth, 1880 
Extracts from a letter to the Editor. 


Sir,—I expected that the letter signed “Spectator,” 
which appeared in Pi issue of the 18th September, 
would have been followed by some correspondence 
from members of the profession who are, or should 
be, interested in the various questions therein 
mooted. . 

As to the herring curer, corset maker, coal agent, 
&c., of whom Spectator writes, it appears to me that 
it was only to be expected that the dawn of a new 
profession should be attended by excrescences of this 
character, I to its being legally recognised by 
Charter . 

. it is nonsense to suppose that in the town from 
which Spectator writes any wealthy firm would call in 
such specimens to audit their books, or that the bank 
who advanced the money to the coal agent woüld call 
the bankrupt dealer in black diamonds to investigate 
the bank's accounts or audit their balance-sheet. I 
say this, even allowing for such an exceeding im- 
probability as that such a man should by some 
fortuitous circumstances have got himself enrolled as 
а Chartered Accountant. Some steps should, however, 
be taken to prevent such men from getting themselves 
appointed as bankruptcy trustees, and I think the 
Council of the Chartered Institute would do well to 
get it enacted that none but Chartered Accountants 
should be eligible for such posts. Ав I said before, 
Spectator's letter is a good joke, but for him, or 
anybody else, to frighten themselves into the idea 
that such bogies, who are merely labelled accountants, 
are likely to come within the meaning of the Charter, 
or that any respectable firm would employ them as 
auditors, even if they did, is absurd in the extreme. 

Yours, &c., 
VERITAS. 
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VOL. CXXXIII. NO. 4217 


A SMALL SURPLUS 


N indication of the balance of payments position for the 
first half of this year was given by the CHANCELLOR in his 
Mansion House speech last week. He said that the results 

of the half-year's trading showed a small surplus when United 
States aid was brought into account. Details of the United 
Kingdom's balance of payments from 1946 to the end of June last 
have now been published in the routine half-yearly White Paper. 1 

This shows that a surplus of £17 million was, in fact, obtained. 
Without the £33 million defence aid the result would have 
been a deficit of £16 million. Amended figures for the last two 
years show that the surplus for 1953 was £180 million, and for 
last year, £186 million. Defence aid included in these amounts 
is {102 million and £50 million, respectively. The small surplus 
for the first half of this year is better than one might have expected 
in view of the very large gap between imports and exports which 
occurred in the second quarter. Even so, it represents a deteriora- 
tion of £148 million compared with the first half of 1954. For 
dollar areas alone there was a deficit of 277 million compared with 
a surplus of £21 million. T'he surplus with tbe rest of the sterling 
area was {119 million, or £19 million higher than a year ago. 

Precise arithmetical comparisons between the first half of this 
year and that of 1954 cannot be made on account of the incidence 
of the dock strike. However, the figures show that imports rose by 
nearly £200 million to £1,667 million, and exports by just over 
£100 million to £1,531 million. The need to import coal and steel 
has been one element in the higher level of imports but the larger 
demands from industry for raw materials has been the pre- 
dominant influence. The rest of the deterioration is accounted for 
by a fall in net receipts from invisibles of about {60 million. 
The higher cost of carrying the imported coal is one cause of this 
fall; another is the exceptionally steep rise in oil companies' ex- 
penditure which exceeded the increase in their earnings. 

The odd year (1953 excepted) has the reputation of having a 
balance of payments crisis or large deficit. What are the prospects 
for 1955? It must be remembered that interest payments of over 
£60 million on the Canadian and United States loans fall due in 
the second half of the year. Moreover, payments for imports are 
usually heavier than in the first half on account of a seasonal flow. 
Prima facie, therefore, the prospects for a surplus for tbe year as 
a whole are poor. However, the August and September trade 
figures show that the gap on visible account has fallen substantially. 
Given freedom from further strikes, it is still not impossible for 
income to exceed outgoings when the full year's reckoning can be 
made. 


1 Ста. 9585. H.M.S.O. as 6d net. 
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SOME PROBLEMS OF THE EXECUTOR-I 
A SMALL GIFT TO THE CHURCH 


by a Barrister-at-Law | 


Professional men are often invited to become execators of the wills of relations 
and friends; sometimes, even, they find themselves nominated unexpectedly in 
circumstances in which it is difficult to refuse to act although they would very 
much rather not accept the task. This article and the next one are intended to 
assist in approaching the problems raised by two common types of bequests — 
gifts to charities (the church particularly), and gifts to persons under age. 


i O the vicar and churchwardens, runs 
| the bequest, ‘хоо towards the cost of 
building a new church hall on the site 
where there is now a hut used for social purposes.’ 
This sort of bequest is common enough in wills 
of elderly people who have taken an interest in 
the Church and have no great number of depend- 
ants or children with claims to their wealth when 
they die. It raises at first sight no great problem 
for the executor, and is paid to the vicar and 
churchwardens against their receipt and duly 
applied to the proper purpose. 


The Executor’s Responsibility 
Nevertheless, there are many tricky points which 
can arise from bequests to good causes, particu- 
larly gifts to the church, when the proposed 
recipients themselves can seldom offer guidance. 
Whether or not he can depend on help from 
others (and advice is often worth only as much 
as is paid for it) the executor ought to be 
aware of the legal possibilities himself: after all, 
he bears the responsibility for mistakes and takes 
the blame when things go wrong. 

In this particular instance, a gift to the vicar 
and churchwardens for a new church hall is a 
valid charitable gift and may be safely paid to 
the persons named, who accept the trust and 
discharge the executor from further liability by 
their simple receipt. | 

Because this bequest would be valid, however, 
it does not do to assume that every similar one 
would be valid: a bequest to the vicar ‘for parish 
purposes’, for instance, would fail, and the person 
entitled to the money is not the vicar at all, but 
the residuary legatee. For a different reason, a 
gift to ‘Dr Banana’s Homes’ might well be paid 
over without misgivings to the charity apparently 
intended, whilst one 'to the well-known Doctor's 
home for orphan children' might have to be 
divided between any number of deserving causes. 


principles of English trust law, and the special 
provisions which relate to charities. 


The Established Good Cause 
Anyone who wishes to do so may leave money to 
a trust fund which has already been established, 
whether it be the 'lTate Gallery or a private 
fortune settled upon a man's own daughter on 
her marriage, with the express purpose of avoiding 
income tax. 

When it comes to giving money for a new pur- 
pose, however, or for a purpose for which a trust 
fund and trustees are not already in being, the 
would-be benefactor tends to forget at times that 
the act of gift is also at the same time an act which 
brings a new organization, a fresh trust, into 
existence. 

The trustees of a marriage settlement pre-' 
viously established know what their dutes and 
powers are, and the purposes for which they may 
and may not use any money left to them on trust, 
but a gift to the Bishop of Barchester 'for good 
dogs' is liable to prove rather an embarrassment 
to him, if he has no trust already established for 
dogs. He is left in doubt, for one thing, how the 
money is to be applied. The bequest fails because 
of these doubts, and the money is treated as part 
of the residue of the testator’s estate. 

For this reason it has become established as a 
rule of law that a gift which is intended to estab- 
lish a trust must be clear in its terms in a number 
of respects: somewhat naturally, the property to 
be given must be clearly designated, and, equally 
important, the people who or the objects which 
are to benefit from the trust, must be clearly 
ascertainable. 

To this second basic rule, however, there is one 
very considerable exception — that of trusts for a 
limited number of public purposes. Trusts for 
the relief of poverty, the advancement of educa- 
tion or religion, or for the general benefit of the 


To appreciate the reason for these distinctions, ; the community, are known as charitable trusts, and 


it is necessary to have some knowledge of the - 


enjoy a number of advantages over those trusts 
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established for private or non-charitable objects. 
. ‘Asis well known, the income of such institu- 
tions is exempt from income tax: in certain cases, 
too, gifts made to charities shortly before death 
are exempt from death duties, when other gifts in 
similar circumstances are not. For the present 
purposes, however, the important point is that a 
bequest to a charity is never void for uncertainty. 
To the Bishop of Barchester ‘for the relief of the 
poor’ is valid; to the Bishop of Barchester ‘for 
good dogs’ is not; both legacies are uncertain in 
their designation of the beneficiaries, but the 
first is charitable and the second is not. 


The Principle Applied 
It is now an opportune moment to return to our 
opening example: ‘тоо to the vicar . . .' runs 
the bequest, ‘towards the cost of building a new 
church hall...' Clearly the objects for which the 
fund is to be established are designated with 
sufficient accuracy, even if there is not already a 
trust fund in existence. The bequest is therefore 
valid, whether charitable or not. Тће fact that it 
is also charitable does not matter on this occasion. 
. Sometimes, though, the gift is not so clear: 
to the vicar ‘for the church’, or ‘for church 
purposes’ are common enough expressions, and 
‘for parish purposes’ has also been used. But 


while the first two have been held to be chari- | 


table, since they fall clearly within the description 
of trusts for the advancement of religion, the 
last of the three is not, as already mentioned, 
because 'parish purposes' can include work that 
is not charitable or religious (whist drives and 
bazaars have been quoted as examples of these). 


Where charitable activities are mixed with others · 


which are non-charitable, they lose all their 
advantages: a bequest to a fund 'for the advance- 
ment of the Catholic Faith and Conservative 
principles', for instance, is not a charitable be- 
quest. This is the law as it stands at present, 
though there are proposals for change. 

Even when it is conceded, though, that a 
bequest is charitable, the troubles of the executor 
are by no means over: the bequest does not fail 
for uncertainty, it is said; but it often raises many 
more problems than if it did. 


The Next Best Thing 
Suppose the testator is under the impression that 
there 18 only one church ша village where he has 
spent many happy years, and accordingly leaves 
a sum of money ‘for the chyrch at Little Kicking’. 
'There may be two churches there, neither of his 
denomination, and nobody can work out which 
one is meant to benefit; or there may be none at 
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all in the village, but three in neighbouring vil- 
lages, all of which he used to attend at different 
times. In neither of these cases does the gift fail, 
as it would if it were to a private person who could 
not be determined, or for a non-charitable pur- 
pose which it was impracticable to carry out. 
Once establish that there was a charitable intention 
on the part of the man who made the will, and 
the money will be applied as nearly as possible to 
the purposes which he had in mind. If necessary, 
a scheme can be agreed with the assistance of the 


Court. 


The principle is the same, of course, when some 
charity other than a religious one is incorrectly 
described in a will, or cannot be ascertained with 
any degree of certainty. A bequest of {40 ‘for 
the home for Destitute Scrap Metal Merchants’ 
will, if necessary, be divided equally between 
forty such homes, if such a number exist, when it 
is impossible to ascertain which one was in mind 
at the time the will was made. If there is no home 
for destitute scrap metal merchants, the money 
may be used to found one, or if there appears to be 
no call for one, destitute waste-paper merchants 
would probably have the next option, or some 
poor persons connected with the scrap metal 
trade. 


Problems for the Living 


It is not, unfortunately, the posthumous bene- 
factor who has the pleasure of deciding all these 
matters, but the harassed executor. On his 
shoulders primarily fall the trouble and worry of 
the small bequests, when the best of intentions are 
not backed up with the clearest of expressions. 

He must decide, first, if the gift is clear, and if 
it is not, whether it is charitable. If is is charitable, 
it must be applied as nearly as possible to the 
purposes clearly intended, or to the institutions 
most nearly corresponding to the descriptions 
given to them. | 

No doubt many small legacies are distributed 
on incorrect principles, and if all the persons 
interested concur in carrying out the known 
intentions of the testator, an agreed scheme is 
without doubt the best arrangement. Often 
enough, though, the fair distribution of an estate 
amongst all the parties and institutions designated 
is one of the hardest and most thankless tasks 
which a professional man can undertake. A slight 
knowledge of the principles involved will assist him 
in acting correctly when he feels able to bear his 
burdens alone, and will enable him to seek advice 
at the proper moment when the existence of a 
genuine doubt makes it his duty to do so. 

(To be concluded.) : 


"iT am A. Overreach . . 
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THE INSPECTOR OF TAXES INTERROGATES 


The Husbands who could not disclose their Wives' Bank Balances 
by WILFRED TULLETT, F.S.A.A. | 


The Editor informs readers that the characters and uon in the following article are purely 
i 


imaginary and that no reference is intended to any 


SCENE: The Inspector of Taxes’ office on a hot 
day in summer. The Inspector is sitting with his coat 
off, but he still looks very warm. He looks up as 
three men are ushered into the room. 


INSPECTOR (who has a gentle, pleasing voice): 
Good afternoon, gentlemen. A very hot day. Do 
make yourselves comfortable. 

CALLER No. 1: Thank you. Yes, it ts hot, but it 
is cooler here than outside. May we introduce 
ourselves? We are all of the name of Overreach, 
. this is Mr B. Overreach 

. and Mr C. Overreach. 

Inspector: That’s odd! 

А. O.: Yes, very odd. Still odder is the fact that 
we married three sisters. 

INSPECTOR: Good gracious! 

А. О. You have asked for information in 
respect of our wives' banking accounts. 

Inspector: I shall require this information. 

А. O.: But we don't know what our wives’ 
bank balances are. 

Inspector: So you do not know your wives’ 
bank balances? 

B. O.: You cannot have this information from 
us. It has nothing to do with us. 

Inspector: But you wrote me that you were 


engaging an accountant. Cannot he obtain the 


information for me? 

A. О.: We have contacted an accountant, but 
he is away on holiday. That is why we are here. 
In any case, our wives are not his clients. So you 
see there is nothing to be done. 

Inspector: That is where you are wrong, 
gentlemen. Something will have to be done. 

A. O.: Well, Inspector, if you can extract the 
information, it will surprise us. I do not think 
that even your persuasion can... 

INspEcTOR (dryly): Oh, it is not a matter of my 
persuasion. If the information is not forthcoming, 
_ I shall apply to the Commissioners. 

A. O.: The Commissioners? 

INseECrOR: I shall apply for the issue of a 
precept, which will compel the production of the 
details. The procedure is quite simple. _ 

A. О. (dubiously): I wonder what Alice will say? 


iving person or to any particular place. 


B. O.: And Prudence? 

C. O.: And Mildred? You don't know our 
wives, Inspectorl 

Inspector: Not yet. That is a pleasure J am 
looking forward to. But that seems to be all that 
we can do this afternoon, except that I shall be 
writing to your wives later in the day. 

A. O.: That’s going to make trouble at home. 
I suppose you couldn't put it off for a bit? 

INSPECTOR (laughing): No, no, gentlemen. The 
matter must be dealt with without more delay. 
(Gets up.) So good day to you all, I hope that you 
will persuade the ladies to . . . to co-operate. 

THE OVERREACH’S (together): Good afternoon. 

B. O. to A. О. (as they go downstairs): Y think 
we have made the wrong approach somehow ... 
what did he call it ...a precept? 

C. O.: That’s what he said. I think it was a 
mistake not to bring our wives’ pass-books with 
us. Now the Inspector is suspicious. 

B. О. (glumly): I'll say he is. What fools we 
have been to bank business moneys in our wives’ 
accounts! 

C. O.: Now we shall have some explaining to do. 

A. O. (not very confidently); Oh, our wives may 
think out something. Perhaps they will draw the 
money all out or something, or go away for a bit 
until this blows over. Perhaps the Inspector will 
be moved. Delay is what we need. Anyhow, he 
did not ask about our wives’ Post Office Savings 
accounts, thank goodness. 

INSPECTOR’S VOICE (gently, behind them): Ex- 
cuse me gentlemen, but one of you has forgotten 
his hat... . Here it is. I am afraid that I overheard 
you, gentlemen! 

A. О. (startled): Great . . . thank – thank you. 

INSPECTOR (still more gently): Not at all. It is a 

leasure. 

C. О. (after а long pause): 1...1... think that 
it might be as well if we returned to your office, 
Inspector. 

INsPECTOR: I was hoping that you would think 
that. It would be as well, would it not! (He 
stands aside, and courteously allows the Over- 
reach’s to precede him.) 

A. О. (angrily, to himself): Devil take my hat! 
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PROFIT-SHARING AND CO- PARTNERSHIP 
SCHEMES IN INDUSTRY - II 


by E. DUNCAN TAYLOR, F.C.A. 


Employee-shareholding 

‘Where the whole or some portion of the employee's 
share of the profit is satisfied in the form of shares, 
ог where employees are afforded the opportunity of 
applying for shares on preferential terms, the 
question arises whether a special class of shares 
should be created carrying special rights and subject 
to special restrictions or whether the shares issued to 
„е employees should rank part passu іп all respects, 
including voting rights, with the ordinary capital of 
the company. 
' Another question which requires consideration is 
whether employee-shareholdings should be registered 
in the names of trustees or in the names of individual 
a ethan: 

ee it is desirable that the employee should 
be able to acquire the right to vote and should be put 
in the same position as any other holder of ordinary 
capital. In the case of public companies with stock 
exchange quotations where the ordinary stock or 
shares can be bought or sold at current market prices, 
no difficulty arises. 


Ordinary shares 

Under the scheme inaugurated last year by Imperial 
Chemical Industries Ltd, the net amount of the 
bonus, after deduction of income tax, is paid to 
trustees for investment in the ordinary stock of the 
company which is issued to or purchased by the 
trustees at the current market price. The stock so 
acquired will be retained by the trustees until at least 
twenty-five £r units of stock have been accumulated 
for an employee and will then be transferred to the 
employee without restriction. 


The danger is that a substantial proportion of the. 


employees may be tempted to sell their holdings 
either to secure a capital profit, to meet current 
expenditure, or for some other reason, and so defeat 
the object that the great majority shall become holders 
of the ordinary capital of the company. This danger 
ia illustrated by the experience of the Bradford Dyers 
Association which maintained a special register for 
employee-shareholders. In 1930 there were 6,454 
employee-shareholders, or about бо per cent of the 
payroll. From 1930 to 1943 no dividend was paid on 
the ordinary capital. This resulted in considerable 
selling of shares and by 1945 the number of employee- 
shareholders had been reduced to 1,742, or about 
25 per cent of the payroll. 

' In July 1955 the shareholders of Rolls Royce Ltd 
unanimously approved a new co-partnership scheme 
The second зао асерине vada delivered on 


October 6th nant England and W The Institute of Char- 
tered Accountants in’ En Wales held at Southport. 


under which 1,200,000 ‘workers (1955) shares’ of ros 
each will be offered at par to the: 18,000 employees 
who have more than five years' service with the com- 
pany. The workers shares will rank pari passu with 
s ordinary shares for dividends and for voting and 

y will share in any capitalization of reserves 
dB the issue of more workers shares. The shares, 
however, have restricted transfer rights as they may 
only be sold to trustees at par and must be sold if the 
holder dies or leaves the employment of the company. 
An employee who retires may be allowed to retain 
his holding for the remainder of his life. 


Participating preference shares 

Some companies create employees shares or stock 
ranking in priority to the ordinary capital. Ап 
instance of this is the employees stock of Frederick 
Braby & Co Ltd, the holders of which are entitled to 
a cumulative preferential dividend of 7 per cent 
(ranking after the preference stock) and to participate 
rateably with ordinary stockholders in dividends in 
excess of 7 per cent. 


Redeemable and convertible preference shares 

Birfield Industries Ltd give employees, with not less 
than five years’ approved service, the right to take up 
at par for each year's approved service a specified 
number of a special class of employees redeemable 
and convertible preference shares of £1 each. These 
shares carry the right to a fixed cumulative preferen- 
tial dividend of 10 per cent ranking in priority to the 
payment of any dividend to the holders of the ordinary 
shares and are convertible into employees ordinary 
shares without further payment after a further period 
of service the length of which is dependent, among 
other things, upon the profits earned and retained by 
the group. 

Employees shares may not be sold or transferred 
without the consent of the directors and the company 
has the right to redeem any. employees preference 
shares at par plus the amount of any dividend accrued 

ess tax) in certain events. 

On the holder of employees ordinary shares reach- 
ing normal retirement age or on his death, his holding 
of ordinary shares will be converted into ordinary 
stock which will be freely transferable and capable of 
being dealt in on the London Stock Exchange. 


Deferred shares 

The Rugby Portland Cement Co Ltd, in addition to 
a profit-sharing scheme for the benefit of all its 
employees which was established in 1937, has created 
a special class of 1,000,000 ‘A’ shares of 1s each which 
are not entitled: to receive a dividend for any year 
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unless the net profit of the group, before providing 


for taxation, exceeds {900,000 and the dividend рау- 


able to the ordinary shareholders is not less than 
£300,000 gross. Subject to the fulfilment of these 
conditions, the holders of the ‘A’ shares are entitled 
to an amount of {70,000 plus 20 per cent of any excess 
of the net profits over {900,000 provided that the 
. amount attributable to the ‘A’ shares in respect of 
any period shall not exceed 124 per cent of the net 
profits. As these figures were at the time of the issue 
In 1954 substantially above anything then achieved 
by the company, it is clear that dividends on the 'A' 
shares are dependent on a further increase in the 
company's profits. Апу amount attributable to the 
‘A’ shares may, at the discretion of the directors, be 
distributed as dividend or carried forward in the 
books of the company to the credit of the ‘A’ shares 
for subsequent distribution. 

The ‘A’ shares carry no voting rights and in the 

event of a winding-up confer the right to repayment, 
part passu with the ordinary shares, of the capital paid 
up thereon together with such sum (if any) as may 
have been carried forward to the credit of the ‘A’ 
shares but without any further participation in profits 
or assets. 
. Five hundred thousand of the ‘A’ shares were 
offered to the employees of the company for cash at 
par and the remaining 500,000 were issued to the 
ordinary shareholders upon similar terms. 

All full-time employees were graded into different 
levels according to status and responsibility and 
everyone in the same grade was offered the same 
number of shares starting with 250 for the rank and 
file, 500 for the next level, and so on. 

It is understood that internal arrangements in con- 
nection with the ‘A’ shares held by employees pro- 
vide for their sale at par if for any reason an employee 
leaves the company, but full market value is obtained 
on death or retirement or in exceptional circum- 
stances of hardship. Provisions also exist for the 
transfer of shares to new employees after a pro- 
bationary period of service. 

The conditions were presumably designed to 
establish that at the time of issue the ‘A’ shares were 
not worth more than the par price at which they were 
issued although their potential value was substantial. 

As the law stands at present, it is difficult in a 
scheme of this kind to provide employees with a 
worth-while benefit without involving them in an 
assessment to income tax. Before the terms of issue 
and soy internal arrangements with regard to trans- 
fers of employee-shareholdings are settled, it is 
advisable to submit the draft proposals to the Board 
of Inland Revenue who will give them sympathetic 
and helpful consideration. This point is dealt with 
more fully under the heading ‘Taxation’, on page 440. 

Mr Halford W. L. Reddish, F.c.a., the chairman 
and managing director of the Rugby Portland Cement 
Co Ltd, holds very strongly to the view that the com- 
ett erm 


1 On July xsth, 1955, the 1s ‘A’ shares were quoted at 312 6d. 
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pany is in essence a partnership between the ordi 
shareholders and all the employees and he regards it 
as important that there should be no question of a 
gift to employees. Each must pay for his shares. 
Under his scheme, therefore, while leaving the invest- 
ment status of the ordinary shares unaffected, he 
has endeavoured to create conditions under which 
the employees, by their own efforts in increasing the 
company’s profits, could share equally with the 
ordinary shareholders in the enhanced value of 
the ‘A’ shares. 


Family businesses 


The owners of family businesses would, in many 
cases, be deterred from introducing a co-partnership 
scheme which involved the giving to employees of 
shares entitling the holders to receive copies of 
accounts and to attend and vote at general meetings 
of the company and, because of that, words were 
introduced into the statutory definition of a private 
company excluding employee and former employee 
shareholders from the prescribed limit of fifty 
members. 

Since the passing of the Companies Act, 1948, it 
has become necessary, if it is considered undesirable 
to furnish copies of the annual accounts to employees, 
to arrange for employee-shareholdings to be held by 
trustees under a deed of trust. 

In the case of J. T. & J. Taylor Ltd, the profit- 
sharing bonus is distributed wholly or partly in the 
form of profit-sharing trust certificates issued at par. 
The share capital of the company is divided into ‘A’ 
shares which are held by members of the family and 
by a limited class of senior executive officials and 
carry the control of the company, and 'B' shares 
which do not entitle the holders to attend or vote at 
general meetings, but otherwise rank part passu with 
the ‘A’ shares. АП the ‘B’ shares are held by trustees 
who issue to each employee entitled thereto profit- 
sharing trust certificates for the par value of his or 
her interest in a corresponding nominal value of 'B' 
shares held by the trustees. 

The profit-sharing trust certificates entitle the 
owner to the same rate of dividend as the ‘A’ and ‘B’ 
shares and in the case of a winding-up to the same 
participation in the assets. 

Annual meetings of the employees are held imme- 
diately after the annual general meeting of the com- 
pany, at which the dividend and profit-sharing bonus 
are announced and addresses are given by the 
chairman and executive directors of the company. 

The profit-sharing trust certificates are not trans- 
ferable but a certificate holder who desires to 
surrender the whole or any part of his holding for 
cash at par may give notice of such desire to the 
trustees who may at their discretion agree or decline 
to accept such surrender. Where an employee holds 
certificates for an amownt in excess of one year’s 
wages it is the practice of the trustees to accept a 
surrender of the excess, but employees are not 
encouraged to surrender any part of their holdings. 
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If a certificate holder dies while in the employment 
of the company, his executors or administrators are 
entitled to retain their holdings for three years from 
the date of death or for such longer period as the 
trustees may in writing agree. 

_ A certificate holder who ceases from any cause, 
other than death, to be in the employment of the 
company must, within six months, offer the cer- 
tificates to the trustees at their nominal value and 
the trustees may at their discretion accept or decline 
such offer. To prevent employees leaving simply to 
obtain the money the trustees normally do not accept 
a surrender until three months after the holder has 
left. 

' In the case of a certificate holder who leaves to 
retire permanently from work the trustees may at 
their discretion allow the holder to retain his or her 
certificates for such further period beyond six months 
as they think fit. 

. With a view to minimizing the loss of accrued 
income to the holders, it is usual for surrenders of 
cértificates to be effected immediately after the 
payment of the annual dividend. 

‚The money required to. pay for certificates sur- 
rendered is advanced to the trustees by the company 
and is subsequently repaid out of the profit-sharing 
bonus applied in payment for new certificates issued 
to other employees. 

„Мо stamp duty is payable on the issue or surrender 
of the profit-sharing trust certificates. 
Trust for employees 
The shares held by the Kalamazoo Workers Alliance 
are vested in four trustees appointed by and from the 
following groups of workers who each appoint one 
trustee: (5 directors and divisional ers; (2) 
other executive grades; (3) supervisors and foremen; 
(4) operational grades. 

The appointments are made by majority votes of 
the grades concerned and trustees may be removed 
by a similar vote after twelve months’ service if the 
groups they represent wish to make a change. Each 
group also appoints an alternate trustee. 

The trustees are responsible for the administration 
of the fund and their duties as to the distribution of 
income are laid down in the trust deed. 

At trustee meetings the representative of the direc- 
tors and divisional managers has twenty-eight votes 
and each of the other three trustees twenty-four votes. 

Group І with any other group has the majority 
vote, but you will notice that if the other three 
trustees are in agreement they are in a position to 
out-vote the nominee of the directors and divisional 
managers. | | 


Unsecured bonds i 

An alternative to employee-shareholding is to satisfy 

the' profits allotted to employees by the issue of 

unsecured bonds or certificates ing either a 

fixed rate of interest or a rate of interest which varies 

with the dividend payable on the ordinary capital. 
Charles Early & Co Ltd, blanket manufacturers of 
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Witney, give employees the option of drawing their 
share of profits in cash or in certificates bearing 
interest at 6 per cent per annum payable half-yearly 
or half in cash and half in certificates. The certificates 
are non-transferable and cannot be pledged, mort- 
gaged or otherwise used as security for borrowing 
money. The certificates are repayable at face value 
at death or earlier with the consent of the directors. 
In practice the directors in recent years have never 
refused payment in cash to anyone who sought it. 
About one-third of the certificates issued have been 
retained by employees; the remainder have been 
encashed for various reasons. 


The Control of Borrowing Order, 1947 


The consent of the Treasury to the issue of shares in 
pursuance of a profit-sharing scheme is not required 
if the issue complies with the provisions of Article 10 
of the Control of Borrowing Order, 1947 (S.R.O. 
1947, No. 945), which reads as follows: 

‘Nothing in Part I of this Order applies to any 
issue of shares made in pursuance of a profit-sharing 
scheme whereby a share in the net profits from time 
to time made by a body corporate falls to be dis- 
tributed on a predetermined basis among all the 
employees of that body corporate who are entitled 
to participate in the scheme (not being less than 
three-quarters of the total number of employees of 
that body corporate) in the form, either wholly or in 
part, of fully-paid shares and such distribution is 
made in addition to the payment to such employees 
of wages at rates standard in the industry of which 
the body corporate forms part.’ 

It is interesting to compare this definition of profit- 
sharing with hose given on page 412 [October 8th 
issue]. : 


The Preparation of a Scheme 
It has been said with some truth that every scheme 
should be tailor-made to fit the business for which it 
is devised. 

Even a well conceived profit-sharing scheme will 
not ensure prosperity in the absence of efficient 
management or in the case of adverse economic 
trends or in a contracting industry. 

The capital structure of the company should be 
carefully considered in relation to the proposed 
scheme and if necessary steps should be taken to 
bring the issued capital more closely into line with the 
capital employed in the business. 

Regard must be had to what a company is already 
doing for its employees in the form of retirement and 
death benefits, and the payment of wages during 
absence from work owing to illness or accident. 

The particular type of scheme which may be 
chosen is probably of less importance than the spirit 
in which a scheme is introduced and operated but 
there are certain conditions which should be fulfilled 
if a scheme is to be successful: | : НЕ 

(1) Relations between management and workers 

must be satisfactory before the scheme is 
introduced. i | 
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(2) It should be simple and capable of easy ex- 
planation. 

-(3) It should be unselfish. 

- (4) It should not require the investment by workers 
of personal savings as a condition of partici- 
pation, 

It vill help to give a scheme a good start if the first 
distribution is made on the inception of the scheme 
out of the profits of the last financial year. 

А. bonus related to the dividend on the ordinary 
capital fulfils the second condition admirably. 

Some schemes have come to grief because the basic 
profit which has to be earned before the workers 
participate has been fixed too high. A scheme should 
not be initiated unless it is anticipated that under 
normal trading conditions the ordinary worker will 
receive a worth-while bonus. 

A worker’s personal savings are usually his sole 

reserve in times of depression and unemployment 
and normally he should not be encouraged to invest 
them in the ordinary capital of the business in which 
he is employed. 
. The employer may think that in his particular case 
profit-sharing is impossible or impracticable but it is a 
fact that, in every business or profession in which 
atticles or services are sold, if profits are made they 
can be shared. 


Taxation 


Effect upon the company 
Mr R. A. Butler, Chancellor of the Exchequer, told 
the House of Commons on November 33rd, 1954, 
that co-partnership schemes have the full approval 
of the Government and that he would like to en- 
courage firms to take up these practices, but he added: 
“There is surprisingly little scope for the Govern- 
ment to encourage profit-s g and co-partnership 
by way of fiscal reliefs for this reason, which I think 
the House would like to know —the employer's 
contribution counts as а business expense, so there 
із no taxation to relieve.’ (Hansard, November 23rd, 

1954, column 1027.) 

While it is true that the workers! share of the 

гоће (not including dividends on shares) is a 
busines expense both for income tax and profits tax 

and that dividends and interest from shares 
other securities attached to an office or employ- 
ment are ded as earned income (see Section 
525 (1) (b), Income Tax Act, 1952, and Recknell v. 
Commissioners of Inland Revenue ([1952] 33 T.C. 
201)) the dividends on shares held by or in trust 
for employees are treated as distributions of profits 
for profits tax purposes and are subjected to the 
heavy distribution charge of 20 per cent. 

At least one public company has substituted a 
block of notional shares for the shares which it 
originally proposed to issue to trustees for its em- 
ployees because of the heavy distribution charge 
which the payment of dividends on such shares 
would have involved. Here I suggest is an oppor- 
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tunity for the Chancellor to encourage co-partnershi 
by the removal of the distribution charge on dividends 
payable on employee-shareholdings. 


Effect upon the employee 

In preparing any scheme involving employee- 
shareholding it is important to remember that the 
issue of shares or other securities to an employee by 
way of gift or at a price below the market value a 
involve the recipient in a substantial liability to 
income tax and surtax (Weight v. Salmon ((7935] 
19 Т.С. 174)? and Ede о. Cornwell ([1945] 26 Т 
380). 3 On the other hand, although the recipient 
may be assessed, the company is not entitled to 
deduct in computing its profits for income tax 
purposes the excess of market value over par value of 
v. Con- 
MER UTE African Selection Trust Ltd ([1940] 23 T.C. 
259). 

Where shares or other securities issued at par in 
payment of profit-sharing bonuses are attached to 
the employment and the employee is under obligation 
to transfer or surrender his holding at par on termina- 
tion of employment, it is the practice of the Inland 
Revenue to regard the holdings as being worth par 
value only for purposes of assessment to income tax 
and surtáx. 

To meet the difficulties which arose as a conse- 
quence of the introduction of P.A.Y.E., a company 
with which I am concerned arranged with the 
Inland Revenue to deduct from the employee's pay, 
by instalments over the ensuing twelve months, the 
income tax on that portion of the employee's share of 
profits which is satisfied in the form of shares or 
securities attached to the employment. 

The alternative course is that adopted by Imperial 
Chemical Industries Ltd, of applying the net share of 
profit after deduction of P.A.Y.E. to the purchase of 
shares. 

Immediately following the debate on the Address 
in June 1955, there was some speculation with regard 
to the possibility that Government encouragement of 
profit-sharing and co-partnership might take the 
form of taxation reliefs. It seems clear from the 
following question and answer in the Commons that 
no taxation concessions are in fact contemplated: 

Mr С. DARLING asked the Chancellor of the 
Exchequer what assistance the Inland Revenue is 
prepared to offer to firms which introduce profit- 
sharing schemes; and what conditions will be laid 
down for firma to qualify for such assistance. 

THe FINANCIAL SECRETARY TO THE TREASURY (Mr 
Н. Внооке): “The Department is prepared to advise 
on the taxation consequences of the firm's proposals, 
and the advice is available to any firm that wishes to 
bring in a scheme to help its workers. (Hansard, 
June 3oth, 1955, columns 478-479.) 


Estate duty 


In the event of the dah of a holder of shares which 
are subject to restrictions on transfer the principal 


* 4 AT.C. 47. 324 A/T.C. 116. . £19 А.Т.С. 293. 
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value for estate duty purposes is the price which the 
shares would fetch in the open market on the 
assumption that the purchaser would be duly 
registered as the holder, but would hold subject to 
the provisions of the articles including the restriction 
on subsequent alienation (Commissioners of Inland 
Revenue v. Crossman ([1937] A.C. 26)). The applica- 
tion of this basis of valuation to shares which, under 
the conditions of a profit-sharing and co-partnership 
scheme, must be sold on the death of the holder at a 
price less than the open market value may involve 
considerable hardship and, unless the law is amended, 
employees in the ee grades may be 
reluctant to take up 8 to which such conditions 
apply. 
Individual Benefits 

Information is not readily available with regard to the 
benefits received by the employees of individual 
companies, but the following examples may. be 
quoted: 


Vauxhall Motors Ltd 


For the year 1954 a total of £675,688 – a record for 
the company – was paid out to 13,457 employees, 
an average of over £50 each, bringing the total sum 
distributed since the scheme began in 1936 up to 
£2,282,000. 


Aberthaw & Bristol Channel Portland Cement Со Ltd 
Four hundred employees received in June 1954 from 
£13 to £25 each in profit-sharing bonus. 

Associated Portland Cement Manufacturers Lid and 
Subsidiary Companies 

About 7,500 men receive a profit-aharing dividend at 
the same rate as the dividend on the company's 
ordinary stock on a notional holding of shares 
increasing with each year's service up to a maximum 
holding of £220. 


Harry H. Payne Ltd 

The company's employees total about боо. The 
average amount distributed in profit-sharing bonus 
over a considerable number of years is stated to 
work out between £20,000 and £28,000 per annum. 

Тће amounts paid to individuals vary considerably 
according to quality of service, rate of wages and 
length of service. 

For 1951—52 ten of the best-paid men workers, with 
an average weekly wage of {12 115 64, received an 
average per man of £134 ros 10d or {2 115 9d per 
week. 

For the same year six of the best women workers, 
with an average weekly wage of £5 14s 7d, received 
an average per woman of £61 17s 2d or ХІ 3s 10d per 
week. 


F. T. & 3. Taylor Ltd 
Nine hundred and ninety of t&e company's employees 
Пиран to participate in the bonus distribution for 


е year 1954. 
' The following cases illustrate the benefits enjoyed 
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by individual long-service workers based on the 
distributions for the year 1954 and shows their 
holdings of profit-sharing trust and bond certificates 
at December 318t, 1954. 


. горе сет a Holding of. 
No. of Bonus Gross Trust and: 
Occupation years’ on Dividend _, Bond. 
Service TM and Tute Crete 
E Ate ^ 
Weaver- woman 45 30 140: 777 ro68-. ^ 
» DO» 32 45 126 ^ 1958 
” " 12 35 73 " 549. 
Мепдег ~ woman іс 29 44 327 
Willeyer ~ man 32 ' 51 134 1,016 
oiner ~ man 33 48 205 1,566 
Warper - man 37 45 · 146 1,116 
iller – man 29 50 132 1,006 · 
Overlooker ~man д9 TIO 397 3,029 
Engineer ~ man 50 89 552 4,235 
Clerk – man 44 54 187 1,424 


During the period of fifty-nine years the. scheme has 
been in existence, dividends on the share capital have 
averaged over 11 per cent free of tax, bonuses on 
bed and salaries have averaged over ro per cent, 

the total amount distributed by the company to 
its employees in profit-sharing bonuses, dividends 
and interest and special distributions exceeds 
£2,860,000. 


Should Profit-sharing and Co-partnership 
be Compulsory ? 
There is a school of thought which suggests that 
profit-sharing and co-partnership н be com- 
pulsory in the case of every industrial concern with a 
capital of not less than £50,000 which employs not 
less than fifty people. 

The difficalty э of formulating equitable statutory 
provisions which would be applicable to every 
business is almost insurmountable as we know from 
our experience of the taxation of so-called excess 
profits. Moreover it would be necessary to establish 
machinery to enforce compliance with the statutory 
provisions, 

One has to consider the effect of any such com- 

ulsory sharing of profits on incentives and risk- 


ear . 

The Chancellor of the Exchequer is already the 
principal partner in every profit-earning business 
although he seldom bears part of the losses. If to 
taxation there were added, compulsorily, a slice of 
the profits for the workers, what odd the effect be 
upon prospective investors? 

It is significant that those who practise profit- 
sharing and co-partnership are opposed to com- 
pulsion. They believe that the essence of profit- 
sharing is the voluntary giving of a share of profits 
to the workers and that its success lies not so much in 
the financial arrangements as in the goodwill which it 
creates and fosters. 


Does Profit-sharing Pay? 
It is impossible to say what the profits of a 
business might have been under different circum- 
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stances. If profit-sharing is started to make money, 
it may not do so. If it is. started to give money, it 
may also make it. 

Profit-sharing is not a money- ient. 
А man who began it in that spirit would not be a 
true profit-sharer at all. . 

May I, in concluding this paper, summarize the 
case of profit-sharing by quoting the closing words of 

Mr Theodore Taylor’s history of his firm 


‘If a man adopts the principle of Shafi his profits 
with his employees he is serving his fellow men well 
without going outside his daily work. То my way of 
thinking, that is no small advantage. Properly yaar 
stood and wisely worked, profit-sharing actually 
promotes business success. It certainly promotes 
happiness in a business man’s daily life. It does much 
to make life worth living. I close this account of one 
hundred years’ existence of our firm and company 
and eighty years of personal experience of it by 
testifying to the great increase of happiness that any 
decent man may secure by sharing his income with 
those who help to make it.’ 
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Discussion _ 
The remarks of the two members who opened the 
discussion on the paper at the autumn meeting, are 
reproduced on pages 448-450 of this issue. 


WEEKLY NOTES 


Government's Funding Offer 


The announcement by the Government on Monday 
on how it proposed to deal with the £524 million of 
3 per cent Serial Funding Stock which falls due for 
repayment in the middle of next month came at a 
time of pronounced strength in the gilt-edged market. 
Ап exchange is offered into a 4 per cent Conversion 
Stock priced at 994 redeemable on or after June 15th, 
1957, and finally repayable by June 151, 1958. 
Holders of the 3 per cent Serial Funding Stock are 
offered exchange into the new stock on a par plus 
Ios per cent cash basis. In addition £250 million of 
the Conversion Stock 18 offered for public subscription 
in cash at 993. With the new stock offering a yield 
of £4 6s 6d per cent to its first redemption date and 
£4 45 14 to its final redemption date, a stock with 
a maximum life of about 2§ years is considered to be a 
definitely attractive offer to the banks and the money 
market. 

Although the old stock is known to be held fairly 
widely by industrial companies, the terms of the new 
ones are likely to appeal mainly to the banks and 
discount houses, The operation evinces a carefully 
calculated policy to keep Government borrowing to 
the minimum and yet persuade the banks and the 
money market to hold it. The corollary of this may 
be that the new loans might absorb funds which might 


normally go into Treasury bills. This possible 
development would, if it came about, achieve at 
one stroke a successful conversion offer without a 
noticeable increase in the short term funds put at the 
disposal of the Treasury. 


Profit-sharing Again 

Sir Walter Monckton, Minister of Labour, made 
reference, at the Conservative Conference last week, 
to profit-sharing and co-partnership schemes in 
industry, a matter on which the Prime Minister 
himself touched in his speech at the end. Sir Walter 
was dealing with a number of points which Conserva- 
tive speakers had raised in asking for more positive 
action. He pointed out that if the profit-sharing and 
co-partnership movement was to make further big 
strides in the near future, this would probably occur 
in large industries which have a long record of 
consistent profits. Even where a large EAE 
operated such a scheme, the proceeds receiv 

worker soon came to be regarded as an S rond ui 

of the earnings and so lost their incentive alus 
Nevertheless, he welcomed the idea of co-partnership 
schemes under favourgble conditions and a depart- 
mental inquiry was now under way to investigate the 
extent and the practice of all such plans. The results 
of the inquiry are to be published in due course. 
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FINANCE AND COMMERCE 


Launching of the Treasury’s cash and conversion 
operation for the redemption of the 3 per cent 
Serial Funding issue marked the climax of a remarkable 


rally in the gilt-edged market. Having its roots in 


Mr Butler’s firm statement at the International 
Monetary Fund meetings in Istanbul last month, 
the rally was fed by the strengthening of sterling and 
also by the investment attraction of near 5 per cent 
redemption yields. The market may now be inclined 
to await news of the Chancellor’s next measures. 


‘Johnnies’ Accounts 

An interesting and instructive decision by the 
directors of the Johannesburg Consolidated. Invest- 
ment Company Ltd, is recorded in their report 
which accompanies the accounts to June 3oth 
The company (registered in South Africa) is one 
of the leading South African mining finance houses 
and its assets are largely composed of investments. 


‚ At June 3oth, quoted investments were stated at 


9,410,516 with a market value based on stock 
exchange quotations or directors’ valuation, where . 
appropriate, of £18,594,431, as compared with 
12,686,852 (market value 19,230,320) а year 
previously. A note to the item explains that the quoted 
investments are included in the balance sheet at 
cost, stock exchange value at June 3oth, 1955, or 
directors’ valuation at that date, whichever was the 
lowest. 
| "The scene then moves to the report where the . 
directors state that in compliance with Section 350 
of the United Kingdom Income Tax Act, 1952, 
income tax will be deducti from the dividend at the 
pu rate, the relief in respect of overseas taxes 

eing retained by the company. 

Up to June 30th, 1954, the report continues, the 
company had provided 3 in its accounts for its United 
‘Kingdom taxation liabilities by reference to the long- 
sape practice of valuing all its investments for 

purposes at cost, such valuation being in the 
aggregate less than the market value. -` 
Inland Revenue View 
"The Inland Revenue view, it is pointed out, had been 
'that cost or market value, whichever was the lower, 
‘must be applied to investments in the aggregate, 
and not individually. The Courts have, however, 
decided in recent years that the lower of cost or 
market value can be applied for tax purposes to 
individual items of trading stock, a basis which 
laccords approximately with that adopted i in valuing 
investments in the company's accourits. And the 
icompany has requested the Inland Revenue to apply 
'this decision to the valuation of its investments in 
„determining outstanding tZkstion liabilities in view 
-of the heavy depreciation in the year of the accounts 


чо its holding of; 7, 479 528. shares. in Freddies Соп-, 


| 


"solidaied Mines Ltd, based on the middle stock 

exchange price of 6s od a share at balance sheet date. 
- The detailed figures on this revised basis have not 
yet been agreed but it is estimated that a substantial 
part of the provisions previously made should prove 
to be surplus. The estimated amount, /1,800,000, 
has been brought to credit in the profit and loss 
account. 

Payments on account having been made in the past 
on the former basis of assessment, an estimated 
repayment of £705,090 being part of the surplus 
provision of £1,800,000, will be due to the company 
and is shown in the balance sheet under current 
assets. 


N о Liability 


As regards the year to June 30th, 1955, it is estimated 
that no liability will arise to United Kingdom 
taxation except for pono tax distribution charge 
which will be offset Бу double taxation relief. 

The allowance of investment depreciation for tax 
purposes, the report goes on, has the effect of reducing 
the company’s statutory income for income tax 
- purposes for the two years to April sth, 1956, in 
relation to the amount of double taxation relief to be 
allowed for the same period, thereby increasing the 
average rate in the £ of the latter. 

As a consequence, the ‘net United Kingdom rate’ 
of income tax applicable to the dividend to be paid 
for the year to June 30th, 1955, is reduced to 5d. 
"The directors think it right to point out that because 
of losses now available to be carried forward for 
income tax purposes, a negligible ‘net United King- 
dom rate’ is likely to be applicable for at least the 
next two years. 

The net reduction in the book value of investments 
arising from the adoption of the bases of valuation 
now noted amounted to £4,938,118. This, in accord- 
ance with previous practice, is charged against 
investment reserve, which adjustment is now wholly 
due to the depreciation in ‘Freddies’ but arises 
mainly from that source. . 

The investment reserve opened with £1,467,804, 
the £4,938,118 required being obtained with a 
transfer of £3,470,314 from profit and loss account. 


"Money Market 


The discount market remains on a tight rein but there 
ig still no major change in the Treasury Bill position. 
Applications for £270 million of bills amounted to 
£361,375,000 on October yth and the markets 
maintained bid of £98 19s 8d achieved 66 per cent 
of requirements, against 7o per cent the previous 

- week. The average rate came out at £4 15 5:25d per 
cent, the sixth week that the rate has been maintained 
around that level. This week's offer-is £260 сы 
maturities being of the same amount. . 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Piecemeal Realization in Partnership 
: Dissolution’ 


Sir, – In connection with my article entitled ‘Piece- 
meal realization in partnership dissolution’ appearing 
in your issue of October 8th, it would be helpful to 
augment the procedure described, by the addition of 
one further step. 

The details contained in this additional step are, 
in point of fact, already present in the first section, 
but to appear in a separate computation would, it is 
thought, elevate them to a degree of usefulness not 
otherwise discernible. mE 

The amplification to which I allude may be termed 
a ‘statement of piecemeal priorities! a statement, 
the object of which is to summarize the priority 
gradations that must be observed in paying off the 
capital accounts as assets are liquidated. It will be 
noticed from the statement given hereunder that each 
line of priorities agrees with the lines denoted as 
‘elimination process’ in the opening section of the 
illustration in my article. The agreement is, however, 
in inverse order, priority 1 agreeing with line (й), 
priority 2 with line (g), and so on. 














Statement of Piecemeal Priorities 
Priority А. B. C. D.- 
i £ £ £ £ 
Ist — — 2,000 == 
and — 1,500 1,000 — 
за . — 1,875 1,250 625 
4th . 1,500 1,125 750 375 
£1,500 £4,500 £5,000 £1,000 
Yours faithfully, 
Blandford, Dorset. R. E. ELLMER. 


Four-weekly Accounts 
Sir, – I shall be very pleased if you will invite the 
opinions of your readers in connection with advan- 
tages and disadvantages of using a four-weekly 
period for accounting purposes. 

The main advantage that readily comes to mind is 
that, instead of as with calender months, four-weekly 
pes are of equal duration and the more easily can 

ike be compared with like in considering interim 
accounts of the business. Unfortunately, in view of the 
movable feasts such as Easter, it is not always 
possible to compare one period with the corresponding 
period of the previous year. 

How do your readers feel the figures may best be 
shown to lead to a greater appreciation of them? 
What is the general view in so far as published 
accounts are concerned? What usually happens over 
the date of the balance sheet: is this movable in the 
same way? Is it found, for instance, that the four- 
weekly system can only be partially operated, and 
what do customers and suppliers think of statements 


on such a basis? Are accounts received in periods for 
items such as gas, electricity, etc., and are senior 
personnel paid thirteen times a year instead of twelve? 

I am anxious to accumulate a list of advantages 
and disadvantages of both methods and the help of 
your readers will be greatly appreciated. 

Yours very truly, - 
INTERESTED. 


A Professional Sidelight? 


Sm, - Readers of Sir Arthur Cutforth’s Random 
Reminiscences: will remember how the late Mr J. С. 
Griffiths attained the distinction of giving his name 
to a railway locomotive. An earlier example of what 
may, without punning, be called a signal honour to 
the profession was L.N.W.R. No. 1173, named 
The Auditor, | 

This was one of а class known collectively as 
‘Precedents’, other. engines of which carried the 
auditorial virtues of Patience and Perseverance; there 
was also a Wizard – whether financial or not is not 
recorded – and, for the ial encouragement of 
articled clerks, a Marathon. Building of the class 
continued until 1882, and, since L.N.W.R. naming 
policy was usually both catholic and topical, it would 

ve been pleasant to discover some connection 
between this unusual choice of a name and the events 
of May 1880. Unfortunately for so attractive a 
theory, The Auditor was one of an earlier batch, and 
appears to have been in service by the end of 1878. 

Was the name perchance inspired by some long- 
forgotten attempt at a physical verification of work 
in progress at Crewe? 


Pinner, Middlesex. 


Yours faithfully, 
M.'BARRADELL. 


Directors of Limited Company: National 
Insurance 

Sm, – Referring to “Tora Data’s’ query (September 
24th issue), I had some lengthy interviews with an 
Inspector of the Ministry of National Insurance 
some time ago in which we evolved a convenient, if 
somewhat rough-and-ready rule, to apply to directors 
of private limited companies. 

The rule was that if the director were in a position 
to deal out metaphorical kicks with nobody in the 
day-to-day management of the business in a position 
to chastise him, he should be Class IT (self-employed). 
On the other hand, if he is in a position to be chas- 
tised or kicked by any other person, he must pay 
contributions under Class I. ; 

Put briefly: Kicker — Class IT, Kickee — Class I. 

Yours faithfully, 

Maidenhead. J. E. L. GRIFFITH. 


! Gee & Co (Publishers) Ltd, London. 
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TWENTY-SECOND AUTUMN MEETING 
AE THREE ENJOYABLE DAYS AT SOUTHPORT | 


Five hundred and fifty members and ladies attended 
the Institute's twenty-second autumn meeting which 
ended at Southport last Saturday. The three days of 
the meeting proved both instructive and enjoyable and 
the Liverpool Society of Chartered Accountants, who 
acted as hosts this year, deserve great praise for the 
excellence of the programme and the smooth running 
of arrangements, | 
Mr E. N. Macdonald, р.ғ.с., F.c.a., President of the 
Society, was Chairman of the Conference Committee, 
and Mr T. A. Macfarlane, B.A., F.C.A., Vice-President 
of the Society, was Vice-Chairman of the Committee. 
' As at the 1953 autumn meeting at Scarborough, the 
number of members and ladies present made it 


impossible to accommodate everyone at one hotel for · 


the opening and concluding luncheons, so these 
functions were divided between The Prince of Wales 
Hotel and The Palace Hotel. 'This year, for the first 
time, a special banquet was held for the ladies. 

. The proceedings opened on the Thursday morning 
at the Cambridge Hall, when members and. ladies 
were welcomed by the Mayor of Southport, Councillor 
A. E. Townend, who was introduced by Mr W. 5. 
Carrington, F.C.A., President of the Institute. After an 


, Members of the platform party before the opening session on Thursday (left to right): Mr C. H. S. Loveday, A.C.A. (an 


interval for coffee, Mr Carrington delivered his 
presidential address, which was published in full in 
our last issue. A vote of thanks to the President, 
proposed by Mr Stanley Dixon, M.A., А.С.А., President 
of the Birmingham and District Society of Chartered 
Accountants, was carried with acclamation. 
Supporting Mr Carrington on the platform at the 
opening session and at the business sessions were: , 
Mr A. S, Н. Dicker, м.в.в., F.C.A.. (Vice-President of the 
Institute; Mr E. N. Macdonald, D.F.C., F.C.A. (President 
of the Liverpool Society); Mr Н. Garton Ash, О.в.Е., M.C., 
F.C.A. (a Past President of the Institute); Sir Harold Barton, 
F.C.A. (a Past President of the Institute); Sir Bernhard 
Binder, ғ.с.А. (a Past President of the Institute); Mr J. 
Blakey, F.c.a. (а Past President of the Institute); Mr C. W. . 
Boyce, C.B.&., F.C.A. (a Past President ој the о 
Mr J. M. Harvey, F.C.A. (Hon. Conference Secretary); 


‘Mr D. V. House, F.c.a. (Immediate Past President of the 
Institute); Sir Harold Howitt, с.в.к., D.S.0., M,C., D.C.L., 


F.c.A. (a Past President of the Institute), Mr C. H. 8. 
Loveday, A.C.A. (an Assistant Secretary of the Institute); 
Mr T. A. Macfarlane, B.A., F.C.A. (Vice-President of 
Liverpool Society); Mr А, S. Maclver, M.C., B.A. (Secretary 
of the Institute); Sir Thomas Robson, M.B.E., M.A., Е.С.А. 
(a Past President of the Institute); Mr G. D. Shepherd, 
M.B.E., F.C.A. (a Past President of the Institute). 
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; Assistant Secretary of the Institute); Sir Thomas Robson, M.B.E., M.A., F.C.A.; Mr C, W. Boyce, C.B.x., F.C.A.; Sir Harold 
- Barton, F.C.A.; Sin Bernhard, Binder, F.c.a.; Mr E. №. Macdonald, p.¥.c., Е.С.А. (Chairman of the Conference Com- 
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D.C.L., F.C.4.; Mr W. S. Carrington, F.C.A. (President of the Institute); Mr С. D. Shepherd, M.B.E., ¥.c.A.; Mr A. 8. 
MacIver, M.C., B.A. (Secretary of the Institute); Mr H. Garton Ash, ове. M.C., y.C.4.; Mr D. V. House, F.C.A.; 
TE ^ and Mr J. Blakey, F.c.a. 5 ; 


448 


ТНЕ АССООМТАМТ 


October 15th, 1955 





A section of the audience at TM opening session on v "Thursday at the e Cainbridge Hall. 


Receptions and Luncheons 


: -© At The Prince of Wales and Palace Hotels 


At the conclusion of the proceedings at the Cambridge 
Hall, receptions and luncheons were held at The 
Prince of Wales and Palace hotels. 

At The Prince of Wales Hotel, Mr and Mrs Carrington 
and Mr and Mrs Macdonald, together with the Mayor 
and Mayoress of Southport and Alderman R. R. 
Bailey, ¥.c.a., the Lord Mayor of Liverpool, received 
roembers, ladies and guests. Following luncheon, 
Mr Macdonald gave the toast of “The Queen, the 
Duke of Lancaster’ and expressed the pleasure of the 


Liverpool Society of Chartered Accountants at the 
presence of the guests. — . 

The luncheon at The Palace Hotel was presided 
over by Mr T. A. Macfarlane, B.A., Е.С.А., Vice- 


President of the Liverpool Society. The company was 


received by Mr and Mrs Macfarlane, together with 
Mr A. S. Н. Dicker, M.B.E., F.C.A., Vice-President of 
the Institute, and Mrs Dicker. At the conclusion of the 
luncheon the loyal toast was proposed by Mr Macfarlane 
who also welcomed the guests. 


First Business Session " RE. 


Profit- Sharing and Co- Partnership Schemes in Industry 


'The first business session was held at the Cambridge 
Hall on "Thursday afternoon when Mr E. Duncan 


Traylor, F.C.A., presented a paper on the subject. 


of ‘Profit-sharing and co-partnership in industry’. The 
first part of Mr 'l'aylor'Ss paper was published in last 
week's issue of The Accountant and the second and 
NE part appears this week on other pages. 
Mr Carrington presided at the session, which was 
‘attended by three hundred members, and introduced 
the speaker. Mr Taylors address was followed by a 


discussion which was opened by Mr R. B. Dizon, 


F.C.A., of Birmingham. In the course of his. remarks, 
Mr: Dixon. said: 

‘In commenting on Mr Duncan Taylor’s 
not wish to. appear to be criticizing in any way the раар 
of profit-sharing ог co-partnership schemes, still less а 


‘Taylors 
aper, I do. 


I wish to differ from what our President said this morning 
about the necessity of devising schemes for encouraging 
employers and employees to work together more closely. 
There are, however, two aspects of the problem on which 
I should like to hear further. 


‘ What are the Advantigés? " 
‘In the first t place, what am I, as a practising. accountan 
to say to a client who comes to meand’ says: “What woul 
be the advantages purely from a commercial point of view 
of iristalling a co-partnership eme in my company?” 
‘Now it would be no use replying to this type of client, 
on the lines of the concluding ph of Mr Duncan 
ipe that he would ' Feel happier if he installed 
such a scheme, or that it i the Christian thing to do. He 
would simply say that he would be failing in his duty to his 
shareholders if he gave their assets away, however noble 
his motives might be. 









tober 15th, 1955 
‘Nor wouldi it be any use referring this sort of man to the 


Kalamazoo scheme which has as its ultimate object the 
transfer of the business to the work-people. 



























at the Tories approve such schemes ~ in fact I view with 
certain amount of dismay that what should basically be 
matter of business may become a matter of polities, 


which would be bound to follow. There is here one minor 
oint on which, with respect, I differ from Mr Duncan 

ylor. If the work-people are to share in profits side by 
de with the shareholders, why on earth shouldn't they 
€ to pay the same taxes and have it made clear to them 
at those taxes are? 


- Comparison of ‘Labour Turnover’ 


Mr Duncan Taylor has this afternoon given us an 
iple in figures of a comparison of the "labour turnover" 
mpany with a co-partnership scheme with two others 
= Which have no such scheme. That is the sort of thing 1 am 

r, although such figures would be more valuable if 
they related to the same business before and after the in- 
troduction of a scheme. But has any опе апу concrete 
dence, which I could produce to the sort of client I 
ein mind, to show that, solely from a commercial point 
of view, there would be an advantage in introducing a 
г co-partnership scheme in his company ~ by an improved 
bour turnover" position, increased production, better 
workmanship, etc, or even, perhaps, higher profits? 

The second aspect on which I should like some practical 
evidence is ~do the work-people prefer these schemes to 
some form of production bonus which relates their weekly 
"Wage more closely to their own immediate efforts? 





‘A Weekly Production Bonus’ 


1 think, a fact that the average wage-earner looks 

weekly rather than his annual income. Let us take the 
of the lady shoe-repairer with an average wage of 
7d per week and a bonus of £61 17s 2d, equivalent 
2 13: tod per week. (In view of the latest Institute 
Recommendation 1 would add that these figures are taken 
from page ani of the paper and have not been verified by 
mel) No doubt the lady in question was tickled pink when 
eceived her bonus, but might she not have been even 
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‘And he would not be impressed if I were to. say to him 


ith all the misrepresentation in the Press and elsewhere ^ 


with some sort of saving for old age) to à “week 
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“region of £1 3s rod based on how hard or how well she 


herself had worked that week? 
"Another difference which, with respect, 1 have with Mr 
Duncan. Taylor is his reference to employees “dissipating” 
their bonuses, Spending is not necessarily wasting. And, 
if you are made that way, what is wrong with having sorne 
sort of a.binge.on any profit perks that come your way? 
‘Mr Duncan ‘Taylor refers, in the cases of the Bradford 
Dyers Association and Charles Early & Co Ltd, toa 
substantial number of the employees turning their "Shares : 
or certificates into cash. Is this not an indication that in. | 
those cases, at any rate, the work-people were not sa | 
icit in having a stake in their companies rather than 
cash? ? | 
‘Unless you can be sure that ће work-people woul: 
have a bonus based on a share of profits (linked, 







production bonus based on their own efforts, I. 
feel that you necessarily have the best scheme for promo 
a better understanding between employer and employee 


The Second Speaker. 


The second speaker in the discussion was Mr Ww. s. E 
Hayes, A.C.4., of London. Mr Hayes stated that he | 
had studied Mr "Taylor's paper and listened to his ex- | 
position with much interest and pleasure. He continued: < 


‘It is no accident that of 73 resolutions before the 
Conservative Party Conference at Bournemouth this week, 
21 deal with industrial relations and 15 with co-partnership 
and profit-sharing. 

"These are subjects on which it seems to me a minority. 
hold strong views, either for or against. The majority of us, 
I think ~ which includes me ~ are the "Don't knows", 


Two Matters of Great Interest 


Mr Hayes said that there were two matters swhich he 
regarded with great interest: : 


"The first is ~ What is the ultimate object of co-partnership : 
and profit-sharing? Is it, for example, increased productivity? — 
If so, is this not better achieved ~ as witness Mr Taylors | 
own words- by individual or group incentive. bonus | 
schemes? Viscount Chandos, the chairman of Associated 
Electrical Industries has ва ~ “We must look to th 
of carrying out the principles which underlie co-partnership 





















– and profit-sharing. First of all, of course, there is the group 


о price-rate or even the individual price-rate, and if they are 
not profit-sharing Т do not know what is.” E. 


Оп the other hand the Director of the Industrial Co- 
partnership Association has suggested that the object of 


profit-sharing and co-partnership is "the ideal of the happy 


shop, of the factory or work-room . . . where there is recog-- 


nized to be a thoroughly good and friendly spirit". I think 


from my own experience as an employee that what contri 


butes above all to its achievement is the leadership and 
humanity of the management, and the example of the senior 
employees, irrespective of their status. 

‘But ~ what is really the fundamental object of profit- 
sharing and co-partnership? 


‘Process Industries’ 


‘My second point is this. It occurred to me that the 
companies mentioned by Mr Taylor in his paper, other than 
gàs and insurance concerns, in the main represented what 


one might call "process industries", e.g. textiles, chemicals, 


paper and printing, cement and so on. I began by wondering 
whether the ratio of profits to wages and salaries in those 
industries. was higher than in my own (which incidentally 
is engineering). I took the ninty-seventh report of the 
Commissioners of Inland Revenue, Table 50 (which shows 
13952553 Schedule D assessments less capital allowances, 
ie. broadly, profits) and Table 54 (which gives total em- 
ployee income charged under P.A.Y.E. for the same year). 
‘The deduction of capital allowances recognizes to some 
extent the different employment of capital. 

‘I do not want to bore you with a mass of figures but I 
think that the following percentages are of some interest, 
I am quoting, for certain industries or groups of industries, 
the Schedule D profits less capital allowances as a percentage 
of employee income charged under P.A.Y.E.: 


per cent 
Textiles (ie. Cotton, Wool and 
other Textiles) .. - Е 63 
Paper and Printing .. on P 52 
Chemicals .. As "E - 49 
Engineering .. ГА bi b 30 
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"Further examination showed that the percentage of 
profits to employee income over-all- industries. (excluding 
distribution, professional, banking, finance апі «so on). 
was of the order of 35 per cent., 

In conclusion, Mr Hayes said: 

‘I do not suggest that these figures, which are open to а 
good deal of criticism, give more than a very broad in- | 
dication. But I do suggest that there is a clue that profit- 
sharing and co-partnership are most popular in those. 
industries where profits are highest in relation to employee 
remuneration, and this is natural: the smaller the probable: 
bonus or benefit compared with ordinary pay, the less its“ 
effect. 

A vote of thanks to Mr Taylor for his paper was 
proposed by Mr J. Н. Mann, M.B.E., M.A., F.C.A., 0 
London. 


AN INTERESTING AFTERNOON 
FOR THE LADIES 


While the business session was taking place, the ladies 
had the opportunity of hearing talks on “Tomorrow's: 
house’ and on ‘Gardens’, Later, there was a mannequin: 
parade. НА 
Mr Malcolm Gilling, rF.R..8.4., who spoke. on | 
"I omorrow's house’, made some interesting forecasts 
on what might be expected in the future. He visualized 
air-conditioning and individual temperature control in. | 
every room, power-operated doors and windows, and. 
awnings and blinds operated by photo-electric cells. : 
activated by the sun. Walls, whether between living- 
room and dining-room or dining-room and kitchen, 
would disappear at the push of a button. At the con- 
clusion of the talk, Mrs Carrington moved a vote of 
thanks to the speaker. 
Despite the obvious counter-attraction, the talk on 
‘Gardens’, by Major Walter L. Irvine, A.LL.A., was 
well attended. A vote of thanks to the speaker was 
moved by Mrs Dicker. : 








S Atthe opening luncheon on. Thursday. at The Prince оў. Wales Hotel, — 
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tthe ballon 
ursday. (Left to 
ihti Mrs А. W. 
owitt; Sir Harold 
Howitt, G.B.E., 
о, МС DCL, 
ВРБА Mr E. T. 
Denton, В.А. PCA, 
| and Mrs. Denton, 


. Scores of coloured lights in the trees lining Lord Street 

~*~ Southport’s principal thoroughfare ~ were switched 
слон. on Thursday evening when, by kind invitation 

‘the Mayor of Southport, a civic reception and ball 

took place at the Floral Hall. 

Members and ladies were received at the Floral 

all by Councillor and Mrs Townend, together with 
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Civic Reception and Ball 
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erpool Daily Post 
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Mr and Mrs Carrington and Mr and Mrs Macdonald. 
Dancing continued until 12.30 a.m. 

Before the ball, Mr and Mrs Macdonald gave а: 
cocktail party in the Birkdale Suite of The Prince ef 
Wales Hotel, when one hundred and forty. members 
and ladies were invited to meet the President of the 
Institute, members of the Council, and their ladies. 


Mr wW. С. Densem, F.c.a., with Mrs Densem, and Mr F. Clive de Paula, T.D., 4.c.a., with Mrs de Paula, at the ball. 
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At the ball on 
Thursday evening | 
(left to right) Mrs 
C. H. S. Loveday; 
Mr D. М, Walton, 
ECA, Мг A. D. 
Walker, F.c.a., and 
Mrs Walker. 





The Lord Mayor of Liverpool entertains Members 
and Ladies at Luncheon 


Alderman Reginald R. Bailey, r.c.4., Lord Mayor of 
Liverpool, entertained a party of one hundred and 
twenty members and ladies at luncheon at Liverpool 
Town Hall on Friday. The guests were received by 
the Lord Mayor and Mrs E. Denton, the widow 
of Alderman Denton, a member of the Institute, who 
was Lord Mayor when the тозу autumn meeting was 
held in Liverpool. |. | 

After luncheon, Alderman Bailey welcomed members 
and ladies to Liverpool. He said that eighteen years 
ago, when the Institute had visited’ Liverpool, they 
had found the Lord Mayor to be a member. Now they 
had come again — and found another member as Lord 
Mayor. He said that this ҳаз а happy coincidence ~ 
there had been no conspiracy between the Institute 
and those who chose the Lord Mayor of Liverpool. 
(Laughter) 

‘During my year I am receiving many presidents, 
societies and business interests’, said Alderman 


Bailey, ‘but I am greatly pleased to say that this is a 
very special occasion because, as Lord Mayor, I am 
delighted beyond measure to have my own kith and 
kin ~ president and brethren — here. That is why you 
give me rare joy and pleasure in joining me at lunch 
today.’ 

Mr W. S. Carrington, F.C.A., President of the Insti- 
tute, replied, and said that in wishing prosperity to 
the city of Liverpool, the guests were wishing pros- 
perity to the country atlarge in the maintenance of our 
standard of living. He thanked the Тога Mayor for 
the warmth of his welcome and. the generosity of his 
hospitality. | 

“We greatly appreciate it,’ he said, ‘also the fact а 
one of our members should be Lord Mayor of this 
city’. ‘Voluntary service is one of the best features of our 
British way of life,’ he added. 

At the conclusion of luncheon, guests made a tour 
of the docks by steamer. 


Golf Competitions at Formby 


The west coast of Lancashire is one of the finest 
golfing centres in the country; close to Southport there 
are five first-class eighteen-hole courses. The Ryder 
Cup match has been played twice on the Southport 
and Ainsdale course and the British Open Champion- 
ship was played off on the course of the Royal Birkdale 
Club in July 1954. Nearby are the excellent adjoining 
: courses of the Formby and Formby Ladies’ Golf Clubs 
in their beautiful setting of pine trees, and it was over 
these courses that the competitions for members and 
ladies were played on Friday. 
‘There were sixty-two competitors for the members’ 
competition, which was played over eighteen holes under 
-Stableford scoring, and weather conditions were ideal 
after the fierce gale of the day before. И 
‘The competition was won by Mr J. М. Harrison (10), 


of Liverpool, with a score of 37 points. Mr J. H. Plant 
(6), of Wolverhampton, was second with 35 points, and 
Mr J. A. Colvin, also of Liverpool, and Mr L. Chance, 
of Dublin, tied for third place with 34 points each. 

Other scores were as follows: 

Е, Horner, Southport,.33; К. G. Shuttleworth, Hather- 
sage, 33; Н. Senior, Leicester, 32; J. N. Haworth, Мат - 
chester, 32; 'T. H. Burdon, Bradford, 32; W. S. Hayes, 
London, 31; A. D, Walker, Liverpool, 31; F. D. M. Lowry, 
London, 31; Е, P. D. Taylor, Liverpool, 31; E. S. Нађ, 
Birmingham, 3e; J, Stanway Johnson, Liverpool 30; 
E. S. Behn, Hightown, 3o; Н. C. Mounsey, Liverpool, 29; 
J. Latham, London, 29; Ap 9. Harrison, Leeds, 29; К. 
Watson, Liverpool, 29; C. P. Turner, Bolton, 29; J. S. 
Phillips, Torquay, 29; Ё. McNeil, Hove, 29; S. B. McQueen, 
Liverpool, 28; F. Carruthers, Stockport, 28; K. С. Lyon, Liv- 


erpool, 28; V. R. V. Cooper, London, 28; J. B. Williams, Lon- 
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28; К.Е. George; London, 27; J. E. Talbot, London, 27; 
F. C.H. Edwardson, Haywards Heath, 27; Eric S. Browne, 
Liverpool, 27; F. Hiscocks, Liverpool, 26; D. C. S. Downs, 
Hessle, 26; P. V. Roberts, Bristol, 25; F. M. Stephens, 
Leeds, 24; L. R. Turner, Liverpool, 23; L. H. S. Worsley, 
Bolton, 22; R. F. Tetley, Leeds, 22; S. J. Pears, London, 22; 
W. A. J. Parkinson, Liverpool, 21; R. Н. Weston, Liverpool, 
20; D. V. House, London, 2o; F. Hack, Chester, 20; G. F. 
unders, Liverpool, 19; A. S. Н. Dicker, Norwich, 17; 
W. Boyce, Bradford, 17; A. W. Mole, Birmingham, 16; 
L- Clegg, Liverpool, 15; E. Е. G. Whinney, London, 15; 
E. Entwistle, Liverpool, 7; W. R. Carter, Manchester, 6. 
"The prizes were presented at the club-house by 
Mr W. S. Carrington, President of the Institute, who 
congratulated the winners on their success. Mr Harrison 
received a silver tankard, contributed by the Chartered 
Accountants’ Golfing Society, and Mr Plant received 
a travelling clock. Mr Colvin and Mr Chance each 
received a box of golf balls. 


Apart from the reception at Liverpool Town Hall and 
he tour of the docks, there were seven other visits or 
tours for members and ladies on Friday. The most 
popular was the tour of the Lake District, which was 
enjoyed by one hundred and seven people, Among the 
‘places of interest seen were Lake Windermere, 
“Rydal Water, Grasmere and the Langdale Valley. 
e clement weather ~ except for a brief spell of rain 
'indermere — and the interesting route gave an 
ortunity of viewing some of the best of lakeland 

rý. 

A popular visit proved to be that to the factory and 


Over three hundred members and guests were present 
t the banquet held at The Prince of Wales Hotel, on 
day night. In spite of the repeated failure of the 
t$ during the course of the evening — an aftermath 
of the gale which had raged throughout the previous 
.day ~ по gloom could be cast upon the proceedings, 
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Other Visits and Tours on Friday 


Banquet at The Prince of Wales Hotel 


The Ladies' Competition 


Fourteen ladies took part in a similar competition 
played over eighteen holes at the adjoining Formby 
Ladies’ Golf Club, and the first prize was won by 
Mrs 6. F. Saunders, with 30 points. The second prize ` 
was won by Mrs F. M. Stephens, of Leeds, with 28 — 
points, and the third prize by Mrs J. Н. Plant; of  — 
Wolverhampton, with 27 points. ee 
Other scores were as follows: e 
Mrs H. W. Bankes, Liverpool, 26; Mrs R. F. Tetley, Leeds; 
24; Mrs A. S. Н. Dicker, Norwich, 23; Mrs J. S. Harrison, —— 
Leeds, 23; Mrs Н. Senior, Leicester, 23; Mrs E. S. Browne, |. 
Liverpool, 23; Mrs J. M. Cole, London, a1; Mrs D. Avo 
Jackson, Liverpool, 20; Mrs E. E. Worsley, Bolton, 19; E EE 
The ladies’ prizes were presented by Mrs Carrington | 
at the ladies’ banquet held that evening at The Palace. | 
Hotel. 








model village of Lever Brothers Ltd, at Port Sunlight. 
A party of fifty-one travelled to Port Sunlight and 
saw some of the factory and the testing of products and | 
fabrics in the research department. After lunch, at the 
invitation of the company, the model village and 
training centre were visited. Members of the party. 
also saw the Lady Lever Art Gallery. E : 
Other interesting visits were made by. smaller 
parties to the factory of the Dunlop Rubber Co ato 
Speke, and the steel works of John Summers & Sons ` 
Ltd; while there were also tours to North Wales —as 
far as Llangollen ~ Chester, and Liverpool Cathedral. 














and candles were quickly provided along the tables. 
‘However’, said Lord Radcliffe, ‘it produced an equal 
deal between the speaker and his audience; he could 
not look at his notes, and they could not look at their 
watches!” (Laughter.) 

Mr E.N. Macdonald, р.в.с., FCA., President of 







Mr A. S. Н. Dicker, M.B.E., Е.С.А., Vice-President of 
the Institute; The Right Hon. The Lord. Radcliffe, 


Ре, G. 





Lord Bishop of Liverpool; Mr D. V. House, F.C.A., 


Immediate Past President of the Institute; Mr M. 


Arnet Robinson, Chairman, Mersey Docks and 
Harbour Board; Mr Bertram Nelson, J.P., FSAA, 


- President, The Society of Incorporated Accountants. 


; Mr House proposed the toast “The County Borough ~ 


of Southport’ and the Mayor of Southport responde 


| Мапу Illustrious Members of the Profession 


Lord Radcliffe, proposing the toast "The Institute of. 


Chartered Accountants in England and Wales', spoke 


of the many illustrious members of their profession. 


whom ће had met and befriended during the course 
vof his practice-of the law. When he looked back over 


the last few years of his working life, he realized how. 
very largely it had been dominated by the presence of 


chartered accountants, and it was an indication of how 


ће science of law was becoming a science of figures: 


and valuation. He had met them as clients, not for 
their own troubles, but through the troubles of others. 
‘He realized, with a certain amount of humility, that 
apart from meeting them as very excellent special 
witnesses, he had met them as judges more than in any 
other capacity. It was hardly fair give and take, since 
по one had invited him to inspect the books of account 

of a company or asked him to certify a balance sheet. 
(Laughter.) 

It began with the Government’s determination to 
nationalize coal royalties, which led him to indulge 
in somewhat ‘fairylike’ exercises involving rates of 
interest, number of years’ purchase, and problems of 
depreciation, on which he had since spent so many 


happy and fruitless hours. (Laughter.) From that time’ 


onwards he was launched upon a sea of many national- 
ization activities. It was a coincidence that always at 








spool Society, presided. Also present were the moment that a Government desired to expropriate _ 


^. S. Carrington, F.C.A., President of the Institute; ~ 


GBE; Councillor А. E. Townend, Mayor of 
Southport, and Mrs Townend; The Right Rev. The, 





Ca hundred and thirty questions about what particular 


“seller (laughter), in. connection. with the Royal Com- | 
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a particular undertaking, in the opinion of the owners 
the future of the undertaking was at its rosiest, and . 
profits were about to rise ас а right angle; whilst in 
the view of those acquiring the property, the future | 
never could be darker. Fortunately, sometimes on one 
side of the table and sometimes on the other, there | 
had been such experts as, біг Harold Barton, Sir 
Bernhard Binder, Sir Harold Howitt, and Sir Thomas © 
Robson to help in elucidating these romantic exercises. 

With the new Companies Act had come regulations 
about new accountancy provisions, and a whole . 
deputation of chartered accountants bad practically 
camped out in his chambers, and there had been abou 


provisions of the Act meant from the point of view of 
accountancy, and finally they had got out something | 
like a best seller. He had collaborated with their. | 
chairman in what he hoped. would be another best 


mission ‘on Taxation of Profits and Income. He 
hoped.it would become the bedside book of every. 
chartered accountant, because it could be calculated to 
serve the purpose which all bedside books are supposed 
to serve. (Laughter). 














One of the Great Professions of the Day 


Theirs was one of the great professions of their day. It- 
was part of the English tradition of life that a man _ 
should have loyalties to many associations of this. 
kind, besides his general overriding loyalty to the 
State, and a man's loyalty to his profession always 
ranked high amongst those claims. "We do not exactly _ 
know what a profession is,’ he said, ‘but we do know ^ 
that a profession is something a little more than a 
craft or a trade. We ask certain things of it, which we 
ask to be maintained. First of all it is a bond between | 
those who actually work at the thing in practice in 
ordinary life day by day, and its concepts have to be. | 
rubbed against the stone of practical life.’ 

‘Secondly,’ he said, ‘as it grows into a profession уе. 
ask that to some extent it should be a learned pros 


(Left to right): Mr R. Wynne 
Bankes, C.B.E., B.A., a former 
Secretary of the Institute; Mr 
А. S. Maclver, M.C, BA, 
Secretary of the Institute, 
and The Rt. Hon. Lord 
Radcliffe, P.C., G.B.E., at the 
reception before the banquet 
on Friday. 
• 
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fession; not just in expertise, but in trying by research 
ad study to get a little further behind it to the 
ciples. which should govern it for the future, and 
in trying to link it up by a little wider learning to the 
other social and economic activities which other 
callings and professions represent. One thing more 
we ask, and that is for the members of the profession to 
have a standard of conduct; not just loyalty to other 
members of the profession or calling, but a certain 
‘awareness that there is an obligation to the other 
members of your country besides an obligation to 
f your own profession.’ 

Coupling the нате of Mr Carrington with the Insti- 
tute, he described him as having the qualities which one 
would. expect from the President of their Institute. 
Besides. а grasp and mastery of his subject, great 
~assiduity and vigour in the application of it, there was 
“that unwillingness to take ‘No’ for an answer, and 
mes an unwillingness to take ‘Yes’, (Laughter and 

















The Main Task 


onding, the President of the Institute, Mr W. 
arrington, F.C.A., thanked Lord Radcliffe for 
| inspiting terms in which he had proposed the 
; to the Institute. 

co He said that the profession and the Institute 
had progressed a great deal in the seventy- 
(five years since they received their royal charter. 
had reached the stage when published accounts 
capable of being understood by those who were 
trained in their intempretation. Suspicion arid 





| en ical, domestic sometimes, and certainly in the field 
7 i lustrial relations. It was his belief that the time had 
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At the reception Ба the NERA on Friday. (Left £o right): Mr W. 5. Carrington, F.c.a., President of the Tostitu et 
Mr E. N. Macdonald, p.v.c., F.C.A., President of the Liverpool Society; The Rt. Hon. Lord Radcliffe, P.C., ОВЕ | 
Mrs A. Ev Townend; Councillor A. E. ‘Townend, Mayor of Southport; Mr A. S. Н. Dicker, M.B.E, F.C Aa Vice 

President of the Institute; the Rt. Rev. The Lord Bishop of Liverpool, D.D. : 









come when accountants should consider how to make 
company reports and accounts understood by those 
people in this country whose general reading w. 
confined to the popular Press. They should ао somer. 
thing to bring enlightenment to those in industry, 
as to what was happening in relation to the businesses’. 
in which they were employed, and he regarded that : as 
the major task ahead of the profession. 













A Simple Form of Company Report 

His idea -~ entirely a personal опе ~ would be to 
continue the present basis of accounts as laid down by 
the Companies Act, but to make it mandatory for 
concerns employing a certain number of people; or 
with a certain number of shareholders, to. publish | 
some form of supplementary document in short terms, 
giving essential information in a form capable of being 
understood by everybody. He had in mind. such 
information ~ commonly disclosed in the United States | 
of America ~ as sales, cost of sales, other income, cost of | 
borrowed money, taxation, and the disposition of the. 
balance as between amounts retained in the business 
and amounts distributed by way of dividend. With | 
regard to the balance sheet, he would like to see а 
supplementary statement showing the sources of the | 
capital employed, and its disposition as between fixed | 
and net current assets under broad headings approp iate 
to the particular business concerned. 
It might be said that it was done already, but it was. 
done in divers ways which excited suspicion and mis- 
trust. There should be a requirement that the state- 
ments should be signed by the auditors of the сот 
panies. concerned, but the statements. should Бе 
couched in language readily understood. by those who ` 



















































would be watching 1 Preston North End fron ‘the 
popular side on the following afternoon, Basic common 
sense and refusal to be carried away by grandiloquent 


phraseology. was characteristic of Englishmen in 


particular. 

e ‘Our Guests’ 

Mr.E. N. Macdonald, p.r.C., Е.С.А., proposing the 
toast ‘Our Guests’, related the debacle that resulted 
when Alice in Wonderland had atténded a banquet 
in her honour. He reminded his audience that the 
guests on that occasion had taken to pouring the wine 


over the tables and balancing glasses on their heads, 
and the banquet had ended in indescribable confusion. 
Consequently, when they had. formed committees to. 
organize the Institute banquet, he had laid down some _ 
very strict rules in relation to guests which had been: 


obeyed to the letter, (Laughter.) In the result, their 


guests this evening had proved to be such delightful 


company. (Applause.) 
Mr M. Arnet Robinson responded to the toast. 
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The Ladies’ Banquet 


Nearly two hundred and fifty ladies attended the 
ladies’ banquet held at The Palace. Hotel on Friday. 
This was the first occasion on which a separate © 
banquet had been specially arranged for the ladies 
at an autumn meeting. 

Mrs Е, №. Macdonald presided and, together with 
Mrs Carrington, received. the guests and wives of 
members of the Liverpool Society in the Stanley .. 
Room. Тће Liverpool ladies acted. as hostesses at 
dinner and each wore a distinguishing ‘red rose of . 
Lancaster". l 

The toast of “The Queen, the Duke of Lancaster’ ju 
was proposed by Mrs Macdonald, and following | 


‘dinner which, as with the members' banquet, took | 


place in candlelight for much of the time, the 
prizes for «ће golf competition were presented by 
Mrs Carrington and there was entertainment by the.» 
Southport "Гор Town Ten’. Later, the ladies меге 


“joined by members, and dancing continued until 1 a.m 


Church Service | 


There was a large congregation at the service held | 


in the parish church of Christ Church, Southport, 
on the Saturday morning. The service was conducted 
by the Rev. F..H. Pickering, M.A., and the lesson, 
St Luke, Chapter xvi, verses 1-12, was read by Mr 
E. N. Macdonald, р.Е.С., F.C.4. 


The Conference Sermon 
The Unjust Steward 


The conference sermon was delivered by the Rt. Rev. 
the Lord Bishop of Liverpool, D.D., who spoke on the 
parable of the unjust steward; he said: 
The parable of the unjust steward which we read as 
our lesson, is admittedly a difficult passage of scripture. 
: For that reason, if for no other, I can hardly ignore it 
in this sermon. I suggest, however, that in spite of its 
difficulties it enshrines a theme which is well worth 
consideration. 
In thinking of the parable we must bear in mind 
‘that the two main characters, the master and the 
steward, were both men of the world; they were set 
mid against those whom Our Lord called ‘children of 
ight’. 
~ The steward used his privileged position to rob his 
employer and was found out and dismissed. Facing a 
grim future he considered his line of action: ‘I cannot 
dig; to beg I am ashamed. I am resolved what to do. 
I will make friends so that when I am out of work and 
have no home, I shall have many houses into which I 
“may be invited.’ Instead, therefore, of adding some- 
thing to the bill of every client who came to settle his 
account he reduced the indebtedness. 
> Не could have taken a rake-off for himself but ће 
preferred to lose that opportunity and instead to gain a 
friend. The fact that he reduced the bill at his master's 
expense only ‘serves to illustrate that he was а man 
without principle. 
Then follows the 


difficult verse: “The master 


“commended the unjust steward, because he had done * 


-wisely and Jesus adds His comments, ‘the children of 
this world are. in. their -generation wiser than the 
s _ children of light? = 

The Steward v wasa rogue, but he was a clever rogue 





and he did а wise thing, not from any altruistic motive 
but just because it paid. 
Worldly-minded people frequently make wise 


decisions for purely mercenary reasons, while religious = 
folk — children of light, as Jesus called them — are still ^. 


bogged down in materialism. 


Personal Relationships 
Now the theme which I want to develop for a few 
minutes and for which I crave your patience is that 
of personal relationships. The steward chose friends 
rather than money. He acted on the principle that... 
good personal relationships are of more value than 


immediate cash returns. He was right, dead right, 


and his: principle of action is rapidly being accepted in © 
the business and industrial world of today. 
The management of nearly every concern realizes: 


that their greatest asset, if they can have it, is рооа 


personal relations between all grades of workers. 
It pays a handsome dividend. | 

A week ог so ago I was shown over а big industrial 
plant. My guide explained the intricate working of the 
machinery and then added: ‘But the working of the 
mind of one employee is much more intricate and 
requires much more expert handling.’ On success in 
that field depends very largely the success of the whole 
concern. This aim is eagerly pursued by business men for 
business reasons. But success is not achieved merely 
by adding social amenities – you must add something 
of the Spirit of God. This is the bridge between 
religion and industry. 

If this country is to be saved from losing all that we 
have built up over the years that are passed, we must 
find the true way into good personal relationships. 

A service like this in the middle of an important 
conference is consequently not just a sentimental 
touch but is an integral part of the warp and woof of 
business relationships which lie at the heart of our 
greatest problems. 

I ask you to look wider even than the immediate 
concerns of business houses. Think of the world, 
divided and .torn.assunder as it is? гасе against гасе; 


colour against colour; class against class; and, much 


nearer home, husband against wife; and children 
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against their parents. Where is the means for bridging 
these gulfs and healing the sores of disunion? 

It is not to be found in legislation or in committees 
or councils. It is to be found only in the change of 
heart which comes from a true understanding of the 
Christian religion. 

Think for a moment of the problem where it meets 
us most critically, that is in our own homes. I was 
talking recently with a young man and a young woman 
in two different parts of the country. They both came 
to me with their personal problems. In each case there 
was a deep cleavage of misunderstanding and lack of 
sympathy between them and their parents. Outwardly 
they lived normal lives in their homes. The remark of 
the young man will illustrate the point: I asked him if 


he was able to discuss his difficulties with his father | 


and whether there was any mutual understanding and 
sympathy between them. His reply was: ‘We play 
' cards together but anything more would be quite 
impossible. 

The steward sought for good personal relationships 
for the wrong motive. He was still out to serve himself. 
Others follow his example for the same reason. Тће 
action is commendable but the motive will undermine 

their efforts in the long run. 


The Right Motive 
, What then is, the right motive? It is, and you must 
forgive a straight-forward plain answer, it is that we 
might fulfil the purpose of God and obey His laws by 
loving Him above all things, and in that setting loving 
our neighbour as ourselves. 

А lawyer thought to quibble with that statement 
and asked | Jesus, "Who is my neighbour?’ The answer he 
received is one of the great immortal stories of the 
Gospel, the parable of the Good Samaritan, but I 
‘imagine that the lawyer knew the answer, even ifi it were 
unpalatable, before he asked the question, and so do we. 

The answer of Our Lord to the lawyer clearly 
jindicates the true nature of Christian discipleship. It 
re to love God and in that setting to care for all men 
‘according to their need, irrespective of race, colour or 
class. It is the way of a cross, the vertical piece indi- 
cating the relationship of man to God in trust and 
obedience and the cross-piece symbolizing its outreach 
to all mankind, 

‘In this sign shalt thou conquer’ was the word 
given to the Emperor Constantine when, in a vision, he 
saw the Cross. In this sign we too shall conquer: 
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it is God’s way and therefore the way of truth. 

Many people today are paying lip service to religion. 
What I have been saying in this sermon would receive 
very general approval from a wide section of the 
community. There is no longer a revolt against 
religion - the revolt now is against irreligion. The 
heralds of a brave new world, who proclaimed the 
coming of a day of brotherhood without resort to the 
dogmas of Christianity or of any other religion, have 
had some rude shocks during the past two decades. 

We realize now that we cannot have the fruits of 
Christianity without accepting the tree on which they 
grow. This tree is the Christian Creed in which we 
confess our faith in a God of love revealed to us in 
Christ who died to break down the middle wall of 
partition and to make all men one within the Family of 
God. Here is the basis of true and lasting personal 
relationships. 

It is time then that those who pay lip service to 
religion should make some move in self-committal to 
its way of life. 

The True Riches 

The parable of the unjust steward concludes with 
a striking phrase, ‘the true riches’. ‘Tf, therefore, ye 
have not been faithful in the unrighteous mammon, 
who will commit to your trust the true riches.’ 
Faithfulness in the daily round and common task is a 
first requisite if we are to be recipients of heavenly 
treasure, Too often people think of religion as dull and 
uninteresting. It is news to them that the attainment 
of what Jesus called ‘the Kingdom of God’ is a 
discovery beside which the treasures of this world 
pale into insignificance. 

It is ав if a man in the course of his labour in digging 
a field, stumbles across buried treasure. Having found 
it he sells out all his possessions to buy the field and 
with it the treasure. 

The true riches are there. Unscathable riches, as the 
apostle calls them. They cannot be earned but they are 


- discovered by those who set their attention not only on 


the things which are seen but on the things which are 
not seen.. For the things which are seen are temporal 
but the things which are not seen are eternal. 





During the singing of the hymn “Holy Spirit, Truth 
Divine’ acollection was taken on behalf of the Chartered 
Accountants’ Benevolent Association; it amounted to 


£124 138 ad. 


The Second Business Session 
Recent Developments in Taxation 


At the second business session, held in the Cambridge 
Hall last Saturday morning under the chairmanship of 
Mr W. S. Carrington, F.c.A., President of the Institute, 
a paper entitled ‘Recent developments in taxation’ was 
presented by Mr J. E. Talbot, r.c... Mr Talbots 
paper, which is summarized below, will be reproduced 
in The Accountant and the first part will appear in 
next week's issue. 


Reforming Impulse of the last Decade 
Mr Talbot referred to the reforming impulse of the 
last decade which had been manifested in the appoint- 
‘ment of two committees and a Royal Commission and 
by many new statutory provisions, 


The publication in June of this year of the final 
report of the Royal Commission completed a grand 
inquest into the system of taxing profits and income. 
Proposals for reyalorization and replacement allow- 
ances 83 alternative remedies for the effects of inflation 
had again been considered and rejected. The existing ` 
system of depreciation allowances had received 
general approval, accompanied by recommendations 
for several extensions, of which the most important 
was the proposal to give annual allowances of 14 per 
cent on commercial buildings, as previously advocated 
by the first Tucker Committee. The achievement of 
consistency in the basis of assessment to income tax 
had been brought a step nearer by the proposal to 


= 
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adopt the current year basis for assessing the profits of 
companies and income from overseas; it was a pity 
that for reasons of administration the recommendation 
could not be extended to cover the business profits of 
individuals and partnerships and untaxed income 
arising in this country. . 
~ Taxing of Capital Gains 

Differences of view between the majority and a 
minority of the Royal Commission, however, still left 
the final verdict open on some major questions. Notable 
among these was the taxing of capital gains, the case 
for which, it might be considered, had not been 
established. Mr Talbot referred to the interesting 
proposals of the majority on the subjects of stock 
valuation and the taxing of the profits of ‘overseas 
trade corporations’. The majority proposal to retain the 
present system of taxing corporate profits and dividends 
subject to recasting the profits tax into a flat-rate tax on 
total profits would probably commend itself to many 
business men and accountants. 

Upon this subject of double taxation relief, the 
three extensions recommended, although welcome, 
were relatively small in importance, and left the com- 
plex system of tax credits basically unaltered. The 
Institute had advocated the alternative method of 
reciprocal exemption from tax between one country 
and another. A very similar recommendation was put 
forward in February last by the International Chamber 
of Commerce. 


Superannuation Schemes for Professional Men 
Both the Royal Commission and the second Tucker 
Committee before it, were unanimous in accepting 
that suitable superannuation schemes for professional 
men should be accorded full tax relief, and the speaker 
expressed the hope that the Government would not 
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delay longer in implementing that recomn 
. Reference was made to various develo) 
statute law in recent years and the leac 
argued before the Courts were reviewed. 

Mr Talbot quoted the view of the eigb 
congress of the International Fiscal Associ: 
in Cologne just over a year ago, that a Ic 
the general level of taxation was preferable to 
measures. The extent of the general rec 
income taxation in the United Kingdom с 
ten years since the Second World War hardly 
that the process was going to become a hea: 
and we might well have ito be content, in 
with ‘particular measures’, 

The discussion which followed Mr Talb 
was opened by Mr К. W. Smith, F.C.4., and 
Hunter, J.P., КАСА. 

А vote of thanks to the speaker and to the 
of the Institute for taking the chair was pr 
Mr P. D. Irons, B.COM., А.С.А., and pa 
acclamation. 


PRESENTATION TO HON. CONFE 
SECRETARY 

Before the proceedings concluded, Mr ( 
said that it was his very pleasant duty t 
presentation to the Honorary Conference 
Mr J. M. Harvey, F.c.a. Policy can be an 
by councils and committees, Mr Carringtor 
the work is done by individuals. The prin 
vidual, he continued, has been the Conference 
and he has carried. а heavy burden durin 
months preceding this conference. All thi 
ments had been admirable and they were ve: 
to him for all he had done. Amid applause, tht 
presented Mr Harvey with a gold watch. Л 
acknowledged the gift in an excellent гері 


The Concluding Luncheons 


The concluding luncheons on Saturday were held at 
the Prince of Wales and Palace hotels. 

Mr E. N. Macdonald presided at the The Palace 
Hotel, with Mrs Macdonald, and seated at the top table 
were Mr and Mrs Carrington, Sir Harold Howitt and 
Mrs A. W. Howitt, Mr А. S. Масјуег and Mrs 
Maciver, the Rev. Е. Н. Pickering, Mr Derek du Pré, 
and Mr G. E. Rimmer. 

. Following the loyal toast, proposed by Mr Mac- 
donald, the toast of the ‘Liverpool Society of Char- 
tered Accountants’ was proposed by Mr Carrington 
who congratulated the Society on the great success of 
their arrangements. Mr Macdonald responded and 
expressed the pleasure of the Liverpool Society, which 
is the oldest district society, at once more – after 


на years — being the hosts at an autu 


Е" The Prince of Wales Hotel, Мт T. А. № 
B.A., Е.С.А., Vice-President of the Liverpoc 
presided, with Mrs Macfarlane, and also 
table were Mr А. S. Н. Dicker, M.B.E., F.i 
President of the Institute, and Mrs Dicke 
Garton Ash, and Mrs Garton Ash, Sir Han 
and Lady Barton, Mr J. Blakey and Mrs | 
C. W. Boyce and Mrs Boyce, Mr D. V. 1 
Thomas Robson and Lady Robson, Mr G. D. 
and Mrs Shepherd. 

Mr Macfarlane proposed the loyal toast an 
of the Liverpool Society was proposed by № 
Mr Macfarlane responded. 


Members of Committees 


Membership of the committees responsible for the 
organization of the autumn meeting was as follows: 


The Institute's Conference 
Committee 


The President of the Institute: Mr W. S. Carrington, F.C.4.; 
the Vice- of the Institute: Mr A. S. H. Dicker, 
M.B.E., В.С.А.; Messrs S. W. Cornwell, ».c.4.; D. V. House. 
РСА C. M. Strachan, О.В.Е., F.C.A.; Secretary: Mr A. S, 
MacIver, M.C., BAS Assistant. Secretaries: Mr C; H. 5. 
Loveday, А.С.А., and Мг Е, M. Wilkinson, A.C.A. 


The Society's Conference Commi 


Chairman: Mr E. N. Macdonald, р.в.с., F.C.A 
of the Society); Vice-Chairman:. Mr T. А. ] 
B.A., F.C.A. (Vice-President of the Society); Hon. 
Treasurer: Mr J. C. MacGregor, M.A., Е.С.А.; Н 
ence Secretary: Mr J. M. Harvey, F.C.4.; Messrs 
F.C.4.; E. Т. Denton, B.A., F.C.A.; Н. Duerden, в.с 
G. N. Fullagar, ¥.c.a., F. Efack, F.GA, К. G. № 
B.A, F.C.A., С. А, Hunter, A.C.A., P, С. Lloyd 
Morris, F.G.A., H. C. Mounier, A.C.A., G. 

F.c.a., W. P. Scowcroft, ACA, C. C. Taylor, F. Е. 
Walker, F.C.A. ^ 
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The Society’s Conference Sub-committees 
HOTELS AND RECEPTION 
Chairman: Mr Т. А. Macfarlane, B.A., F.C.A.; Secretary: 
Mr J. M. Hanmer, F.c.a.; Messrs J. Е. Holroyd, F.C.A., W. T. 
Horsfall, Р.с.А., E. J. Ormrod, AGA, R. Т. Smith, Е.С.А., 
R. Watson, F.C.A. 


BANQUETING AND CATERING 
Chairman: Mr S. Morris, F.C.4.; Secretary: Mr E. L. 
Ashton, B.A, ACA; Messrs E. Т. Denton, B.A., A.C.A., 
K. Duncan, A.C.A., J. 5. Ellison, B.A., A.C.A., J. M. Harrison, 
B.A., F.C.A., №. Johnson, F.C.A., W. Rose, T.D., АЈА. 


EXCURSIONS AND 'l'RANSPORT 
Chairman: Mr J. F. Allan, r.c.4.; Secretary: Mr J. Howard 
Bradley, a.c.a.; Messrs К. C. Cook, F.c.A., С. B. Elphick, 
F.C.A., J. Elli is Evans, oma. T.D., D.L., Y.C.À., 'K. R. Fergie, 
A.C.A., B. Marsh, F.C.4., R. N. Roberts, F.C.A., P. Е. Rogers, 
ACA, V. А. Sola, А,С.А. 


is 
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GOLF AND 'TENNIS 
Chairman: Mr Н. C. Mounsey, A.C.4.; Secretary: Mr D. M. 
Finlayson, a.c.a.; Messrs R. P. Booth, A.C.A., J. А. Colvin, 
A.C.A., Н. Duerden, B.COM., A.C.A., in Stanway Johnson, 
F.C.A., S. B. McQueen, F.C.4. 


PRINTING, PUBLICATIONS AND PRESS 
Chairman: Mr P. C. Lloyd, F.c.A.; Secretary: Mr У. Н. 
‘Thomas, F.C.4.; Messrs F. Hiscocks, r.c.a., L. A. Lomax, 
A.C.A, D. McLay, a.c.a., К. С. Stubbs, a.c.a. 


GENERAL. PURPOSES 
Chairman: Mr Е. N. Macdonald, р.в.с., F.C.4.; Vice-Chair- 
man: Mr Т. А. Macfarlane, B.A., F.c.A; Messrs А, D. 
Walker, F.C.A., С. Е. Saunders, F.c.a., J. M. Harvey, F.c.a. 


Honorary Public Relations Officer 
Mir Derek du Pré, Editor of The Accountant. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At pedal and ordinary meetings of the Council held 
on Tuesday, October 4th, 1955, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr W. S. Carrington, President, in the chair; Mr A. S. H. 
Dicker, Vice-President; Messrs Н. Garton Ash, O.B.E, 
M.C; W. L. Barrows, Sir Harold Barton, Mr T. А. 
Hamilton Baynes, Sir Bernhard Binder, Messrs J. Blakey, 
С. W. Boyce, c.&.£.,, У. G. Campbell, P. Е. Carpenter, 
J. Clayton, S. W. Cornwell, E. C. Corton, W. G. Densem, 
W. W. Fea, С. R. Freeman, Sir S. Н. Gillett, M.c., Messrs 
Р. Е, Granger, D. V. House, Sir Harold Howitt, С.В.Е,, 
D.S.O., M.C., Messrs У. Н. Lawson, C.B.E., R. B. Leech, 
M.B.E., T.D., К. McNeil, К. А. E. Moore, S. J. Pears, P. M. 
Rees, m.c., P. V. Roberts, L. W. Robson, Sir Thomas 
Robson, M.B. E, Messrs G. F. Saunders, Gilbert D. 
Shepherd, M.B.E., К. С. Shuttleworth, B. Smallpeice, 
СМ. Strachan, 0.B.E., E. D. Taylor, G. L. C. Touche, 
E..Gordon Turner, M.c., A. D. Walker, Sir N. E. Water- 
house, K.B.E., Messrs M. Wheatley Jones, :E. Е. G. 
Whinney, R. P. Winter, M.c., T.D., with the Secretary and 
Assistant Secretaries, 


Presentation of Prizes 
In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Lady and gentlemen, 

It is traditional for the prize-winners at the Institute’s 
examination to attend here to receive their prizes, 
arid although a ceremony similar to this one has been 
enacted twice yearly in this Council Chamber for very 
many years past, my welcome to you today and the 
congratulations which I extend to you on behalf of the 
Council of the Institute are none the less sincere. 

"You have distinguished yourselves in the passing of 
your examinations; this is clear evidence of your 
capacity to concentrate on learning, to assimilate 
knowledge, to sift facts, and to express yourselves 
cogently in the written word ~ all necessary attributes 
of a chartered accountant. 

, There аге, in addition, further attributes which are 
necessary for success in this profession; two of the 
most important of these, indeed possibly the most 


important of all, are integrity and a professional out- 


| 


look. It has often been said that honesty is the best 
policy; for a chartered accountant it is the only policy. 

A proper professional attribute involves giving to 
your clients the very best service of which you are 
capable, irrespective of the underlying financial reward, 
and refraining at all times and in all circumstances 
from taking an unfair advantage of your 00 mem- 
bers of the profession. 

Before I conclude I would like to express the hope 
that those of you who have passed the Final examina- 
tion will, throughout your working lives, take an 
interest in professional affairs beyond the mere carrying 
out of the task of earning a living; I hope that you will 
support your district societies, and take an active 
interest in their affairs, and that some of you will 
continue to lend a helping hand to the students' 
societies which are so important in the training of the 
future members of the Institute. 

One of the best ways of keeping up to date, both 
technically and in outlook, is to keep i in contact with 
your fellow members; participation in the affairs of the 
district societies and branches provides a convenient 
and oft-times congenial way of maintaining these 
contacts and I would also invite your attention to the 
Institute's Summer Courses which, in due time, I 
hope you will all make a point of attending. 

Í congratulate you one and all on your achievements 
and I wish you all health and prosperity in the years 


to come. 
Final 
Second Certificate of Merit, the W. В. Peat Medal and Prize 
and the Plender Prize for the General Financial Knowledge 
and Cost Accounting paper 
N. J. Edwards (G. A. J. Morris), London. 
Third Certificate of Merit 
E. J. Wadley (F. W. Barnes), London. 
Fourth Certificate of Merit and the William Quilter Prize 
J. Norris (Т. С. Squance), Sunderland. 
Eighth Certificate of Merit and the Plender Prizes for the 
English Law (Part Г) and (Part IT) papers 
J.G. Morgan (T. L. G. Davies), Ebbw Vale. 
` Ninth Certificate of Merit 
J. D. H. Mackenzie (P. 5. Lane), London. 
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Tenth Certificate of Merit 
M. J. Beer (N. A. Wheatcroft), Sheffield. 
Thirteenth Certificate of Merit and the Plender Prize for the 
Advanced Accounting (Part I) paper 
A. С. Piper (Е. W. Newman), Birmingham. _ 
; Fourteenth Certificate of Merit 
J. D. Hanson (E. F. Wilkins), London. 
The Frederick Whinney Prize 
T. W. Allen (H. G. Martin), London. 
Plender Prize for the Taxation paper 
M. J. Browne (S. N. Elgar), London. 


Intermediate 


First Certificate of Merit, the Institute Prize, the Robert 
Fletcher Prize and the Plender Prize for the Taxation and 
Cost Accounting paper 
D. M. Taylor (J. S. Lake), London. 

Second Certificate of Merit 
R. S. Ransom (W. H. Mason), London. 

Third Certificate of Merit and the Tom Walton Prize 
F. M. Oddy (J. W. С. Mitchell), Bradford. 

Sixth Certificate of Merit and the Plender Prize for the 
Auditing paper 
B. Frost (Miss) (D. W. Williams), Lewes. 

Eighth Certificate of Merit and the Plender Prize for the 

| General Commercial Knowledge paper 
J. R. Beevor (J. W. Clement), London. 
Eleventh Certificate of Merit 
K. A. Sherwood (S. F. Nash), London. 
M. Sulzbacher (N. C. R. Nash), London. 
Fourteenth Certificate of Merit * 
M. E. G. Jones (А. N. Hargreaves), London. 
Sixteenth Certificate of Merit 
R. H. Keller (H. G. Blank), London. 
R. Schomberg (H. Т. Easdale), London. 
Ticentieth Certificate of Merit 
А. J. Burton (B. А. Reynolds), Ashford, Kent. 
Twenty-first Certificate of Merit 
R. W. Motteram (G. F. Middle), Stourbridge. 
Twenty-second Certificate of Merit 
J. P. Williams (R. D. Brewis), London. 
Twenty-fourth Certificate of Merit and the Plender Prize 
for the Book-keeping and Accounts (Executorship) paper 
O. J. Parsons (E. Richmond), London. 
Twenty-sixth Certificate of Merit 
J. V. Goodman (T. W. Selbey), London. 
Twenty-eighth Certificate of Merit, the Frederick Whinney 
Prize and the Plender Prize for the Book-keeping and Accounts 
(Limited Companies) paper 
J. R. Coombe (H. H. Mason), London. 
Thirtieth Certificate of Merit 
5. Н. Lebor (Е. J. Driscoll), London. 
A. L. Robson (Е. B. Evans), London. 


Exemption from the Preliminary Examination 


Five applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Six applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to 
and one application was not acceded to. 


Exemption from the Intermediate Examination 


Three applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 
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Articied Clerks engaging in Other Business 


The Council acceded to three applications under ђуе- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. : 


Articled Clerks in Industrial Organizations 


Five applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Final Examination 


Three applications under bye-law 86 from articled 
clerks for permission to sit an earlier Final examination 
were acceded to and six applications were not acceded 
to. 
The Companies Act, 1948 
Addendum to Institute Booklet 


Following the decision of the Court of Appeal in 
B. Johnson & Co (Builders) Ltd ([1955-3 W.L.R. 269) 
the Council has taken the opinion of Mr Montagu 
Gedge, Q.C., regarding the reference to a ‘receiver and 
manager' in paragraph 6 of the Institute booklet on 
the Companies Act, 1948. The case in question was 
concerned with an application under Section 333 of 
the Companies Act, 1948, and the Court of Appeal 
held that a receiver and manager is neither a manager 
nor an officer for the purpose of that section and that 
accordingly proceedings thereunder could not be 
brought against him. The Court of Appeal stressed 
that the receiver’s responsibility is to the debenture- 
holders and not to the company and that the Act 
refers to him as manager of the property of the company 
and not as manager of the company. In the opinion 
of Mr Gedge this decision renders untenable the 
interpretation originally placed on Section 455 in 
item (e) of paragraph 6 of the booklet. 

The Council has accordingly authorized the print- 
ing of an addendum slip for attaching to paragraph 6 
of the November 1952 edition of the Institute booklet 
on the Companies Act, 1948. 


Endorsement of Cheques 


The Council authorized the submission of a memo- 
randum to the Committee on Cheque Endorsement, 
appointed by the Chancellor of the Exchequer under 
the chairmanship of Mr A. A. Mocatta, Q.c., to 
consider whether, and if so in what circumstances and 
to what extent, it is desirable to reduce the need for 
the endorsement of order cheques and similar instru- 
ments for collection by a bank. 


Certificates of Practice 


It was resolved: 

That certificates of practice be issued to the fol- 
lowing twenty-one associates who have commenced. to 
practise: 

Baker, Anthony Philip; 1955, A.C.A.; 6 Broad Street Place, 

London, EC2. 

Benesh, Rudolf Frank; 1940, A.C.A.; (Benesh & Smith), 

7 Fordington Road, London, N6. 

Brailsford, Harold Bowerf 1955, A.C.A; (Tiplady, Brails- 
ford & Co), 4-5 Copthall Court, London, ЕСа. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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Carroll, Brian Joseph; 1953, A.C.A.; (ФА. Е. Carroll & Co), 
Midland Bank House, 26 Cross Street, Manchester, 2. 
Charles, Eric Arnold; 1955, A.C.A; 73 Wellington Avenus, 

South Tottenham, London, Nrs. 
, William Humphrey; 1954, А.С.А.; 9 Caldbeck 
Avenue, Sale, Cheshire. 

Cohen, Harvey; 1955, A.C.A.; (Harvey Cohen & Co), 
90 Queen Victoria Street, London, EC4. 

Denham, Walter; 1951, A.C.A.; (Atkinson, Smith & 
Atkingon), то East Parade, Leeds, 1 
Dutton, Derek Thomas; 1952, A. CA; 

Lane, Moulton, Northampton. 

Ellis, John Edwin; 1936, A.C.A.; (*Bishop, Fleming & 
Co), so The Terrace, Torquay, Devon, and at Dart- 
mouth and Paignton. 

Hill, Derek; 1953, A.C.A.; (Burniston & Co), Albert Road, 
Barnoldswick, via Colne, Lancs, and at Earby. 

Malyon, Norman Stanley; 1955, А.С.А.; 62 St George's 


Road, Ilford, Essex. 
Marshall, Stanley Roy; 1950, A.C.A; (Wilkinson & 
oe Buildings, Leadenhall Street, 


Mellor), 
London, E њи 

Munyard, B John, в.сом.; 1951, A.C.A.; 23 Lancaster 
Grove, Hampstead, London, МҰЗ. 

Painter, Ernest; 1955, A.C.A.; (*Rowley, Pemberton & 
Co), Lloyd's Buildings, 34 Lime Street, London, EC3, 
and 166 Camden High Street, London, Мт. 


‘Derwyn’, Ashley 


Payne, Richard William Newth, B.A.(COM.); 1955, A:C.A.;. 


(*W. Н. Payne & Co), 7 Victoria Street, London, ЗМ. 

Reynolds, David Eric; 1954, A.C.A.; (Reynolds & Со), 
12 Vaughan Street, Llandudno, N. Wales. 

Stern, Percy; 1953, A.C.A.; (Percy Stern & Co), National 
Employers’ House, Quebec Street, Leeds, 1. 

Tree, Laurence Webster; 1949, A.C.A; 5A Hengate, 
Beverley, Yorkshire. 

Van Gelder, Stanley Malcolm; 1954, А.С.А.; (5. M. Van 
elder & Co), 4 Rostrevor Avenue, Tottenbam, London, 

15. 

Walker, Anthony Malcolm; 1955, A.C.A; (*Walker, 

Sclanders & Co), 76 East Street, Epsom, Surrey. 


Elections to Fellowship 
It was resolved: 

(a) That one associate be elected to fellowship 
under clauses 9 and 31 of the supplemental Charter 
(bye-law 37). 

(b) 'T'hat thirteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 
31). 

Admission as Associates 
It was resolved: 

That five applicants be admitted as associates under 

clause 5 of the supplemental Charter (bye-law 31). 
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A list of those who complete their fellowship or 
membership before October 18th will appear in The 
Accountant of October 2and. 


Registration of Articles 


Тһе Secretary reported that 357 articles of clerkship 


were registered during the months of August and 
September 1955 as compared with 362 in August and 
September 1954, making a total of 957 since January 
Ist, 1955, a8 compared with 990 for the same period 
In 1954. 

Resignation 


The Council accepted the resignation from membership 
of the Institute of: 


Alfred Joseph Mitchell Causer, F.c.a., Bromley, Kent. 


Changes of Name 


The Secretary reported that the following changes of 
name have been made in the Institute records: 


Bernard Aaronson to Bernard Allen, A.C.A. 

Ralph Evelyn Kahn Clare to Ralph Evelyn Clare, А.С.А. 

Llewelyn Lloyd Jones to Llewelyn Lloyd-Jones, A.C.A. 

Naphtali Neville Sassienie to Neville Naphtali Sassienie, 
А.С.А. 


Deaths of Members 


‘The Council received with regret the Secretary’s report 
of the deaths of the following members: 


Mr Bernard William Antoine, F.c.a., London. 
» William Atkinson, A.C.A, Blackpool. 
» James Frederick Christie, A.C.A, Truro. 
» George Emmerson, F.C.A., London. 
» Herbert Fletcher, a.c.a., Weymouth. 
» Ronald William Frost, Р.С.А., London. 
», Barrington Campbell Gain, F.c.a., London. 
» George Clifford Harrison, a.c.a., Leicester. 
» Trevor George Naunton Hawkins, A.C.A., Swansea. 
» Albert William Humphreys, F.C.A., Harrow. 
» John Albert Iveson, А.С.А., Hexham-on-Tyne. 
» Harry Sydney Lord, F.C.A., Heswall. 
» Robert Lawrence Marsh, М.БС., Е.С.А., London. 
» Archibald Galland Mellors, F.c.a., Nottingham. 
» Hector Munro, F.C.4., London. 
» Edward Harold Nickson, A.C.A., Leicester. 
» Henry Shaw, A.C.A., Huddersfield. 
» Leslie Clarence Shergold, F.c.a., London. 
» Ernest Smith, F.c.a., Burnley. 
» William Ashburner Stables, A.C.A., Eastbourne. 
» Harold Farnaby Strachan, F.C.A., Hull. 
» John Hartley Sutcliffe, A.C.A., Lytham St Annes. 
» Stanley Arthur Waller, F.C.A., "Lowestoft. 


FINDING AND DECISION OF THE APPEAL COMMITTEE 
Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye- 
law тов of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing 
held on September 28th, 1955. 


| 
The Appeal Committee heard an appeal against the 
Finding and Decision of the Disciplinary Committee 
of the Council upon a formal complaint preferred by 
the Investigation Committee of the Council to the 
Disciplinary Committee that Keith Griffiths 
Greenway, A.C.A., was on May 28th, 1954, adjudged 
bankrupt, so as to render himself liable to exclusion 
or suspension from membership of the Institute. 
Having considered the transcript of the shorthand 
note of the proceedings before, and the documents 


produced to, the Disciplinary Committee, and having 
considered the submission by the appellant in his 
notice of appeal and a subsequent letter, the Appeal 
Committee affirmed the finding of the Disciplinary 
Committee that the formal complaint against Keith 
Griffiths Greenway, a.c.a., had been proved and 
affirmed the decision of the Disciplinary Com- 
mittee that Keith Griffiths Greenway, A.C.A, be 
excluded from membership of the Institute. 
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NOTES AND NOTICES 


Personal 


Messrs FRANKLIN, WILD & Co, Chartered Account- 
ants, of Orient House, 42-45 New Broad Street, 
London, EC2, announce that as from October rst, 
1955, they have been joined in partnership by Mr 
А. D. Johnson, A:c.4., Mr Р. J. Fogden, A.C.A., and 
Mr R. H. Ashcroft, a.c.a., all of whom have been 
members of their staff for some years. The firm name 
will remain unchanged. · 

Messrs С. S. THOMAS, STREDDER & Co, Chartered 
Accountants, of 5 St Philip’s Place, Birmingham, 3, 
and Stratford on Avon, announce that as from 
October 1st, 1955, they have taken into partnership, 
Mr Rosert DONALD RANDALL, A.C.A., who served 
his articles with them and has been a member of 
their staff for the past fifteen years. The name of the 
firm remains unchanged. 

Messrs ARTHUR YouNG & Company announce the 
removal of their offices to the top floor (tenth) of 
Garrard House, the address of which is 31-45 
Gresham Street, London, EC2. The telephone num- 
ber and the telegraphic and cable addresses remain 
unchanged (i.e. Telephone: Monarch 1531 (5 lines); 
Telegrams: Summarize, Stock, London, Cables: 
Roaebelle, London). 

MESSRS WooDTHORPE, BEvaN & Co, Chartered 
Accountants, of Leadenhall Buildings, London, 
EC3, announce that Mr W. JARDINE KERR, F.C.A., 
retired from the partnership on September 3oth, 
1955. 

; Professional Notes 
Mr J. A. Falconer, c.a., of Thomas Tilling Ltd, 
has been appointed chairman of the board of Henry 
Lister & Sons Ltd, woollen manufacturers, following 
the recent sale of shares by Mr B. S. Lister and his 
family to Thomas Tilling Ltd. 

Mr E. P. Peel, a.c.a., has relinquished his duties as 
secretary of Joseph Sankey & Sons Ltd, with whom 
he has been for thirty-four years, and is succeeded by 
. MrR. Н. Pearson, A.C.A., who has been chief account- 
ant and assistant secretary for several years. Mr Peel 
continues on the board of the company for a further 
period. 


Reader in Accounting: University of London 
Mr Н. C. Едеу, B.COM., A.C.A., has been appointed 
Reader in Accounting in the University of London, 
in succession to Mr David Solomons, B.COM., А.С.А., 
who, as already announced, has been appointed to 
the Chair of Accounting in the University of Bristol. 


Assistant Official Receiver Appointment 
The Board of Trade announce that as from October 
rst, Mr Ronald William Francis Pagan has been 
appointed Official Receiver, for the Bankruptcy 
District of the County Courts of Canterbury, 
Rochester and Maidstone. 


The Institute of Chartered Accountants in 
Ireland 


The recently-published List of Members of The 
Institute of Chartered Accountants in Ireland, shows 
that the membership at January 31st, 1955, numbered 
954 – 179 Fellows, 144 Associates-in-Practice and 
631 Associates-not-in-Practice. 

This shows an increase of 73 in total membership 
since the last published figure. 

The new book contains the usual alphabetical and 
topographical lists of members. 


'The Institute of Internal Auditors: 
London Chapter 

The first meeting in the 1955-56 programme of the 

London Chapter of the Institute of Internal Auditors 

was held on September 14th, and was addressed by 

Mr R. E. Palmer, F.a.c.c.a., on the subject of “The 

changing role of the internal auditor’. The next 
MM took place on October 12th; it was addressed 
C. Wright, on ‘Calculated risk - an appraisal 
of internal auditing’. | 
The remainder of the programme is as follows: 
1955 

November and, 12.30 p.m.: “The audit report’, by Mr 
7. О. Davies, Е.С.А., A.C.W.A. 

December 3rd, 10 a.m.: Day conference. 

1956 

January 4th, 6.30 : ‘Is devolution of management 
control overdone?’ s Mr H. P. Barker, managing 
director, Parkinson & Cowan Ltd, Holding Company. 

February ти, 12.30 p.m.: “The evaluation of internal 
control’, by Mr E. D. McMillan, A.C.A., partner, Price 
Waterhouse & Co. 

March 7th, 6.30 p.m.: ‘Management principles in practice’, 
by Mr Е. Е. L.'Brech, B.A, B.8C.(ECON.), M.L.I.A., senior 
partner, Urwick, Orr & Partners Ltd. 

Apri, m 12.30 p.m.: "The work of the Commission’, by 

. A. R. Pimlott, с.в., Monopolies and Restrictive 
Rhei Commission. 

May 2nd, 6.30 p.m.: ‘Scope of my job’, by Mr J. Prince, 
A.C.A., А.С.І.8., and Mr Mr R G Nichol воп, С.А. 

Sune 13th, 6.30 ‘pam: Annual т meeting. 

'The London Chapter now has a membership of 
seventy-five. There are three classes of membership: 
(a) Members — open to persons who are responsible in a 
managerial or supervisory capacity for the internal 
auditing activities within their organization; 
` (b) Associate members- open to practising accountants 
and others whose work is closely related to internal 
auditing, who cannot qualify as members; 
(c) Junior members — open to persons engaged in internal 
auditing who may not qualify for the other classes. 
The secretary of the Chapter is Mr D. С. Jarvis, 
c/o C. C. Wakefield & Co Ltd, 46 Grosvenor Street, 
London, W1. Telephone: Mayfair 9232. 


The Institute of Actuaries 
An ordinary general meeting of the Institute of 
Actuaries will Бе held in Staple Inn Hall, on Monday, 
October 24th, at 5 p.m., when a paper prepared by 
the Joint Mortality ` Investigation Committee and 


. entitled ‘Mortality of assured lives’ will be submitted. 


Ictober 15th, 1955 


Digest of Scottish Statistics 


"uring the first six months of this year industrial 
roduction in Scotland was about 2 per cent more 
ian in the same period of 1954 and about 28 per 
ent above the 1948 level. This continued increase 
1 industrial production has been reflected in lower 
nemployment. These facts are revealed in the sixth 
sue of the Digest of Scottish Statistics, prepared by 
1e Scottish Statistical Office at St Andrew's House, 
dinburgh, and published on October sth, by H.M. 
tationery Office, price 4s. The sixty-six tables given 
1 the digest contain annual figures and the latest 
vailable quarterly or monthly figures covering most 
spects of the Scottish economy. 


King George VI Memorial Fellowships 


‘о commemorate the contribution to Anglo-American 
nderstanding made by King George VI, the English- 
peaking Union of the United States has raised a 
1m of money to enable young British men and women 
› continue their scientific and technical education in 
merican institutions. For the academic year 1956– 
7 between twenty-five and thirty-five fellowships will 
e awarded in the following two categories: (1) gradu- 
tes of British universities who wish to take post- 
raduate courses at American universities; (2) students 
f British technical colleges who wish to take courses 
t similar institutions in the United States. 

In the United Kingdom the selection of candidates 
rill be in.the hands of a committee with headquarters 
t 37 Charles Street, Berkeley Square, London, М1. 

PLACEMENT 
. committee in New York will assign candidates to 
ле institutions in the United States best suited to 
aeir needs, having due regard to the desirability of 
nde geographic distribution within the United 
tates. Candidates who wish to be admitted to a 
articular institution may so indicate, but it must be 
nderstood that the committee is in no sense bound 
y the preferences expressed by applicants. 
STIPEND 
“he stipend of each fellowship will be $2,500, plus 
ne cost of tuition (unless remitted by the host 
astitution), and the minimum cost of travel between 
he candidate’s home and the educational institution 
vhich ће is to attend. 
QUALIFICATIONS 

ill candidates must be: (a) citizens of the United 
Cingdom or Northern Ireland, either by birth or by 
iaturalization; (b) holders of a British university 
gree, or candidates for such a degree in the summer 
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of 1956 (Category 1); holders of a higher national 


. certificate, or candidates for such a certificate in the 


summer of 1956 (Category 2); (c) not less than 18 
nor more than 30 on August 31st, 1956; (d) unmarried. 


APPLICATION PROCEDURE 

Application forms and full particulars can be obtained 
from Mrs D. К. Dalton, B.A., King George VI 
Memorial Fellowships Committee, 37 Charles Street, 
Berkeley Square, London, Wi. Completed forms, 
with all supporting documents, must be sent to 
Mrs Dalton not later than November r2th, 1955. 
No application arriving after this date can be con- 
sidered. 

Qualified accountants and students who have the 
qualifications specified above are eligible for a 
fellowship if they are interested in business ad- 
ministration or personnel management. 


The Chartered Accountant Students’ 
Society of London 


The ORE meetings of the London Students' 


Society will be held during next week beginning 
October 17th: 
Monday, 5 5.30 p.m.: at the Institute – Lecture: ‘Electronic 


accounting’, by Mr Dudley W. Hooper, M.A., A.C.A., 
Chief Organizing Accountant, National] Coal Board. 
Chairman: Mr J. Latham, cC.B.E, A.C.A, Director- 
General of Finance, National Coal Board. 

Tuesday: Demonstration of Burroughs Accounting 
Machines (limited numbers). 

Demonstration of Underwood Accounting Machines 
(limited numbers). 
12.30 p.m.: Visit to Ford Motor Works (limited numbers). 

Wednesday, 5.30 p.m. at the Library: Special debate for 
beginners. Motion: “That this country should cease to 
worry about excelling in international sport and be 
content to enjoy it instead.’ 

Thursday: Visit to the head office of the Westminster Bank 
(limited numbers). 

5.15 p.m. at the Institute: Introductory course lecture on 
‘The fundamentals of auditing’, by Mr F. R. Porter, 
F.C.A., A.C.W.A. 

Friday, 5.15 p.m. at the Institute: Introductory course 
lectures on ‘The basic principles of double entry book- 
keeping’, by Mr R. J. Carter, B.COM., Е.С.А., and on 
“The law and its branches’, by Mr P. W. Medd, Barrister- 
at-Law. 


Manchester Chartered Accountants’ Students’ 
Society 

The opening meeting of the 1955-56 session of the 

Manchester Chartered Accountant Students’ Society 

was held last week, when Mr R. H. E. Wilkinson, 

M.A, J.P., F.C.A., addressed members on "The 
Institute: its aims and ideals’. 

The session continues with a varied and interesting 
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programme. Details of the meetings arranged up to 

the year-end are as follows: 

October 18th: Evening visit to the Computing Machine 
Laboratory, University of Manchester, to inspect the 
electronic computer. (There will also be an afternoon 
visit on October 25th.) 

October 20th: “The Board of Inland Revenue’, by Mr С. C. 
Hunt, Inspector of Taxes (Higher Grade). 

October 27th: "Ihe provision of capital for companies’, 
by Mr J. MacNish, c.a. 

November 3rd: ‘Settlements from the estate duty and 
taxation angle’, by Mr Н. B. Vanstone, F.C.A. 

November roth: ‘Consolidated accounts for examiners’, by 
Mr G. J. Chibbett, B.COM., A.c.a. 

November 17th: “The internal finance of the United King- 
dom’, by Mr G. Clayton, M.a. 

November 24th: ‘Incomplete records’, by Mr Т. R. Astley, 
А.С.А. 

December rst: "The realization of all, or part, of the share- 
holders' interest in public and private companies', by 
Mr G. №. C. Flint, M.A., LL.B. 

December 6th: Evening visit to Kemsley House. 

December 8th: ‘Punched-card accounting and the profes- 
sional accountant’, by Mr E. S. Carden. 

December r4th: Afternoon visit to Dutton’s Blackburn 
Brewery Ltd, Blackburn. 

December 15th: Debate. (Details to be announced later.) 
АП these meetings, except where otherwise 

indicated, will be held at the Chartered Accountants’ 

Hall, 60 Spring Gardens, Manchester, at 6 p.m., 

preceded by tea at the Three Shires Restaurant 

adjoining the Hall. 


The Institute of Cost and Works Accountants 
DINNER Party AT HOUSE OF COMMONS 


The President of The Institute of Cost and Works 
Accountants, Mr George Nicholson, F.C.W.A., gave 
a dinner party at the House of Commons (by courtesy 
of Sir William Steward, м.р.) last Tuesday. Those 
present were: 


Mr Е. Addison, F.C.A., F.C. W.A.; Professor W. Т. Baxter, 
B.COM, с.л.; Dr R. Е. B. Bennett, v.R.D., M.A., M.P.; Messrs 
S. J. D. Berger, M.C., Е.С.1.5.; W. Bishop, C.A., F.C.W.A.; 
J. Borsay, F.c.w.a.; Martin Browne, F.c.a.; J. Е. Bunford. 

Mr W. S. Carrington, F.C.4.; Sir Edward Chadwyck- 
Healey, M.c.; Messrs Е. W. Charles, C.B.&., Е.С.А.; І. Е. 
Cheyney, F.I.M.T.A., Е.В.А.А.; К. N. Clare, F.C.w.A.; Н. Р. 
Court, F.c.w.a.; J. Cowen; Ian А. Е. Craig, О.В.Е., B.A. 
Thomas Degenhardt, m.a.; Councillor C. D. Denis-Smith, 
J.?.; Mr W. Coutts Donald, C.A., F.C.W.A. 

Messrs С. С. R. Eley, све; E. Emmerson, Е.5.А.А., 
F.C.W.A.; Н. J. Furness, F.c.w.a.; К. Glendinning, M.A., C.A., 
F.C.W.A.; W. E. Harrison, F.C.W.A.; J. L. Hilton, F.c.w.a.; 
L. P. Hose; Sir Нагоја Howitt, о.в.Е., р.8.0., M.C., D.L., J.P., 
Е.С.А.; Lt.-Gen. Sir Thomas Hutton, K.C.B., C.B., M.C.; 
Messrs Alan Kimber; L. H. Козе; J. Latham, С.В.Е., A.C.A.; 
J. С. Latham, D.L., F.A.C.C.A., F.8.4.4.; Lord Latham, J.P., 
F.A.C.C.A. 
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Messrs Е. Н. V. McDougall; L. W. Millett, р.в.с.; E. 


Mitchell, r.c. w.4.; Ian T. Morrow, C.A., F.C.W.A.; А. W. 


Muse, Р.А.С.С.А., F.O.W.A.; Bertram Nelson, F.8&.4.4.; Е. 
Cameron Osbourn, M.B.E., B.A., LL.B.; C. Eric Power, A.C.A., 
БОЛА Derek du Pré; Norman Prichard, G.M., M.Sc., J.P.; 
E. С. Н. Quiney, F.a.c.c.a.; Sir Stanley Rawson, K.B., M.A., 
F.C.W.A.; Messrs W. 5. Risk, B.COM., C.A., F.C. W.A.; Lawrence 
W., Robson, F.C.A., F.C. W,A.; А. С. Rose, P.C. W.A., A.J. PROD.E.; 
Hon. L. О. Russell, о.в.к., т.р. 

Messrs Е. W. Н. Saunders, F.c.w.a.; Walter Scott; Sir John 
Somerville, F.R.8.E., C.A; Messrs Н, Е. Spencer; Nicholas 
Stacey; Ronald Staples; Sir William Steward, M.P., Messrs 
G. С. Stone, ¥.c.w.a.; C. C. Taylor; S. C. Tyrrell, F.C.w.A., 
F.LIA.;; Sir Wavell Wakefield, M.A., M.P.; Messrs Derek 
Walker-Smith, Q.c., me; William Wells, Q.C., M.P.; 
Francis Whitmore; Н. Wilmot, C.B.E., F.C.w.A.; W. F. S. 
Woodford; D. J. Young, C.A., F.C.W.A. 

Mr Nicholson welcomed the guests and Mr Spencer 
expressed their appreciation. There were no formal 


speeches. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or OCTOBER 167TH, 1880 
Extract from leading article entitled 
CHARTERED ACCOUNTANTS. 

Our correspondent “Е.С.А.? puts two queries 
which it appears to us, can be more conveniently 
answered in this column than by means of a foot-note. 
F.C.A. asks "whether or not it is the intention of the 
profession who are members of the Chartered 
Institute to practise as ‘Chartered Accountants’ in- 
stead of ‘Public Accountants.’”? We are not aware 
that this point has formed the subject of any official 
notification, and can therefore do little more than refer 
our correspondent to the facts, and point out the 
inferences to be drawn therefrom. ЈЕ is scarcely 
necessary to say that one of the indirect objects of the 
Charter was to afford a ready means of distinguishing 
between real professional accountants, and outsiders, 
who are so in name only. Moreover, the seventeenth 
section of the Charter of Incorporation deals with 
such distinguishing marks; the provision being that 
“any person while being a member of the Institute 
may use after his name, in the case of a Fellow, the 
initials F.C.A. (representing the words Fellow of the 
Chartered Accountants), and in the case of an 
Associate, the initials A.C.A. (representing the words 
Associate of the Chartered Accountants).” So much 
as to official enactment under this head. It will be 
noticed that the clause is permissive, not compulsory; 
it says that members “may use" such initials. We may 
add, in further reply to our correspondent, that as the 
result of personal observation, some of the members 
of the Chartered Institute have already so dis- 
tinguished themselves in documents and announce- 
ments of a more or less official character. ... 
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RECENT TAX DEVELOPMENTS 


HE heavy wartime taxation of income, which seems very 

largely to have survived a substantial period of peace, has 

laid emphasis on the anomalies which are inevitably present 
in a system designed for much lighter rates of tax. It has prompted 
many taxpayers to seek relief in the Courts and still more to press 
for reforms. 

The public sessions of the first ''ucker Committee and those of 
the Royal Commission on Taxation, as well as the published 
written evidence, have shown the weight of the insistence on 
much-needed reforms. At the same time, the voluminous reports 
of the two Tucker Committees and of the Royal Commission, 
the legislative action taken to implement some of the recom- 
mendations, and a spate of tax litigation, have made the past 
three or four years particularly rich in the development of tax 
law and tax theory. А great many of the problems are difficult and 
intricate and cover a very wide field. For those whose lot it is to 
advise on taxation, all these developments coming so quickly on 
each other's heels can be quite bewildering. There was con- 
siderable need of some brief treatise which would summarize the 
more important of the various changes and recommended changes, 
and which would be prepared by a master of the subject. 

The need has now been met by the paper on ‘Recent develop- 
ments in taxation’, given by Ме J. E. TALBOT, ¥.c.a., at the 
autumn meeting of the Institute held at Southport this month. 
The paper, the first part of which is reproduced in this issue, 
covers practically everything of importance in its field. The 
recommendations of the two committees and of the Commission 
are carefully gone into, the passing of the legislation implementing, 
or as the case may be, impliedly rejecting, those recommendations, 
is duly noted, while developments in income tax, surtax and 
profits tax case law by way of judicial decisions are also dealt with. 
In addition, some developments purely in the domain of practice 
are brought to the reader's notice, and may be even more important 
than decided cases. . 

In the field of surtax directions on closely controlled companies, 
some light has been thrown on the construction placed by the 
Special Commissioners on the latter part of the CHANCELLOR'S 
statement of 1948 as to concessions in certain cases. It seems that 
the practice in only one year of an avoidance device of the kind 
contemplated in the Cripps statement will be regarded as for- 
feiting all right to benefit from the concession in subsequent years. 

Mr 'l'ALBOT is not content with the mere passive role of reporter. 
He has some exceedingly shrewd and valuable comments to 
make about the implications of some of the recommendations 
and decisions to which he refers. 
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ACCOUNTING FOR 
RETURNABLE CONTAINERS 


: by К. E. ELLMER, M.A., A.C.A., A.C.LS. 


HE work of tracing and recording return- 
able containers demands the greatest care 
if accuracy at all stages is to be achieved. 
It would probably be no exaggeration to claim 
that more thought is required over accounting 
.for returnable containers than over the entries 
which record the sale of the goods inside them. 
And lest it be thought that the attainment of 
accounting perfection is an end in itself, it should 
not be overlooked that no species of inaccuracies 
can have a more damaging effect on customer 
relations than those which produce disputes over 
chargeable empties. 
The question of the physical control of the 
containers on an individual basis is the first point 
to claim attention. Ап empties column in the 


sales day-book is the traditional commencement · 


of a control system, but in modern accounting, 
where the slip system and machine methods are 
so much in evidence, the control impetus may 
come from an additional copy invoice, or from 
an original entry in a coritainer control book. 


It is strongly recommended that the physical- 


control of returnable containers should be exer- 
cised through the medium of container control 
books, whether a slip system is in force or not. 
The actual debit to the customer's account may 
originate from a special column in the sales day- 
book, but in circumstances where there is a high 
container activity, full details should appear in 
independent warehouse records in order that the 
staff responsible for the dispatch and receipt, of 
goods may exercise a watch over the. containers 
without reference to the accounting staff. 

. It will be appreciated that the whole container 
return operation rests largely on the fact that a 
time limit must be in force if the control is to 
have any significance at all. The precise date of 
return of a container is therefore a vital factor in 
good customer relationship, and there is little 
doubt that accurate recording of this date will 
_ not be achieved unless the responsibility is placed 

firmly in the hands of the goods inwards staff. 

Container control should be operated through 
the medium of two control books – one for con- 
.tainers outwards and the other for containers 
inwards, Both books should be of the duplicate 
variety, and ruled with columns for date, name of 
customer, number of containers, type of container, 
amount debited or credited, and remarks. The 


top sheets. should be signed by the responsible 


officials in the dispatch and receiving departments 


respectively, and detached daily for transmission 
to the accounts department, where debits will be 
raised automatically, and credits after it has been 
verified that the return has taken place within the 
official time limit. 

Important as the personal aspect of returnable 
container recording may be, only a portion of 
effective accounting will have been achieved 
unless the subtleties of the impersonal aspect are 
correctly reflected in the books of account. The 
impersonal aspect of container accounting sets 
out to accomplish the following objectives. 

To provide: 

(1) a total account, the balance on which will show 

. the value arid number of containers in (а) the 
warehouse, and (4) the hands of customers. 

То show: 

(2) the number of containers retained by customers 
beyond the time limit, and the profit which has 

: resulted from such retention; - 

(3) the profit which has resulted from having 
charged out containers at a price in excess of 
that with which they are credited on return; 

(4) the depreciation arising when stocks of con- 
_ tainers are valued at the end of the balancing 

period; 


` (9 the effects of ‘sundry disposals, e.g. containers 


scrapped, or sold at scrap values; 
6) the effect of the purchase of new containers; 

Mi the liability arising in respect of containers in 

the hands of customers at the en of the 
balancing period. 

АП the above objectives will бе на by the 
compilation of two accounts, i.e. a containers 
stock account and a containers suspense account, 
the former covering points (1) to (6), and the 
latter points (2), (3) and (7). 

In considering the application of the account- 
ing principles involved in writing up the two . 
key impersonal accounts, it should be noted at 
the outset that four price factors form the basis 
of the entries in those accounts, 1.e.: 

1) Purchase price of containers (P). 

; Stock-taking value of containers ($). 

3) Price at which containers are charged out (CO). 

4) Price at which containers are credited (C). 

Further, a clear distinction should be noted 
between the overall functions of the two accounts: 
the container stock account reflects the numerical 
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status of the container position, while the con- 
tainer suspense account reflects the circulation of 
the container population, and the profit arising 
therefrom. 

Before considering a realistic illustration of 
container activity, it will be instructive to look 
at a simplified example for the purpose of 
demonstrating the methods to be employed. Let 
it be supposed that it is required’ to record the 
following data: 

(а) Purchase price, 205 stock-taking value, 105 
price at which charged out, 25s; price at which 
credited on return, 15s. 

(6) Number of containers purchased, 2; ibd of 
containers charged out, 8; number of con- 
tainers retained beyond the time limit, r; 
number of containers returned within the 
time limit, 6. 

At the elementary level of the illustration 

below, the following facts emerge: 

(1) The profit on container ‘turn-round’ 

7 No. of containers charged out x (price 
at which charged out — Brice s at which 
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(a) The profit on containers retained beyond 
the time limit — No. of containers retained 
X (price at which credited, and for which 
provision is made — value for stock-taking) = C—S 
(3) The depreciation on the containers == No. 
of containers PUR in the period 
under review purchase price — valne 
for аа an Se = P-S 


The above principles may now be illustrated. 

Goods are sold in containers which cost 20s 
each, are charged out at 25s each, and are 
credited at 155 each if returned in good condition 
within three months. At stock-taking time, all 
containers in the warehouse and in the hands of 
customers are valued at ros each. On January tst 
the stocks of containers were 7,000 in the ware- 


house and 12,000 which had been in the hands 


of customers for less than three months. 

During the year ended December 31st, 8,000 
containers were purchased, 16,000 were charged 
out to customers, and 14,000 returned within the 
time limit; 1,000 containers, which were regarded 
as no longer strong enough to stand up to 





credited on return) . = CO-C transport requirements, were sold for £100. 
Dr. CONTAINERS STOCK ACCOUNT. Cr. 
No. Rate Amount No. Rate Amount 
6 s d 6 зла 
То Cash tn а 20s 200 By Containers suspense ac- 
, Profit and loss account LC 3 50 count: Profit on con- 
tainers шя out (8 x 
ros) А ~ - 400 
» Containers ' suspense ace 
count Container re- 
tained .. ze «s 1 155 15 о 
» Balance c/d I 10$ о о 
2 £5 5 о 2 65 5 0 
ин. кит teen ey 
To Balance b/d г 105 то o 
Dr. CONTAINERS SUSPENSE ACCOUNT Cr. 
No. Rate Amount No. Rate Amount 
- £ sd £ sd 
To Sundry debtors барана Ву Sundry debtors (containers 
returned) 6 155 410 0 а out) .. ` 8 25s 10 0 0 
» Containers stock account: 
Profit on containers | 
charged out (8 x 105) .. ~ - 4 о о 
» Containers stock account: 
- Container retained — .. 1 155 15 о 
, Balance c/d (container in ; 
hands of customer) I 152 15 о 
8 Хо 0 о 8 £10 о o 
By Balance b/d aa 1 X55 I5 о 
Proo Ls d 
(a Profit on containers charged out = 8 x (CO—C) 
= X io .. 4 0 0 
(b) Profit on containers retained = х (C—S) 
yar — 1X 55 5.9 
452 
(с) Lesa Depreciation on containers = a x (P—S) 
=z X IO .. Je 100 
£3 5 9 


Profit as per accounts sa .. 
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On December 31st the stocks of containers in The main entries in the procedure as exemplified 


the warehouse amounted to 12,000, there were 
11,900 in the hands of customers capable of 
being retürned within the three-month period, 
while 3,000 containers had been retained by 
customers during the year. | 

The impersonal accounts reflecting the above 
details would appear аз below. 

The profit of £4,350, as revealed in the con- 
tainers stock account, may be proved as follows: 





(а) Profit on 16, ооо containers charged out at £ 
p: and credited at "155 each on return 
O-—C) = 16,000 X ros .. -8,000 
(b) prose on 3,000: containers retained = 
3,900 х (Cz, ов е an "m 750 
8,750 


ө Less a lom, on: - - containers с -£ 


E 

















in the above illustration may ђе tabulated thus: 
' (a) When containers are dispatched: 


Containers suspense (individual entries) 


(i) pr Sundry debtors } at price C O 
| account 


(ii) Dr. Containers suspense 
account |. at price CO—C 
Cr. Containers Stock (periodic entries) 
account · Я 


. (b) When containers are returned: 


Dr. Containers suspense account| . at price C 


Cr. Sundry debtors . _ 4 individual entries) 
uo When containers are retained: d 

: Dr. Containers suspense accoünt]| at price С 

. Су. Containers stock account ` J (periodic entries) 


(4) When containers are sold as scrap: 














1,000 at 10$ each . 500° 2 А 
; Dr. Cash, or purchaser at selling price 
"a “Lest Cash received МЗ 400 Ст. Containers stock account Teens entries) 
MEC! Dej reciation: ; : 
Ax i Boco at at iof P- 9 4,000 (e) When profit is transferred: Un 
— 44400 Dr. Containers stock account — | with excess of cred- 
Cr. Profit and loss account it side over debit 
‘Profit as per accounts :. .. £4,350 side of containers 
— stock account 
s Dr. rg CONTAINERS STOCK ACCOUNT Cr. 
NES No. Rate Amount No. Rate aise 
Jan. 1 То Stock bjf; . i Dec. 31 Ву Cash .. .. + 1,000 = 100 
Warehouse .. 17,000 IO > 3,500 , Containers sus- ; 
Er Customers .. 12,000 10 6,000 pense account: 
Dec.31 ,„ h: à à Profit on con- 
New containers 8,000 205 8,000 tainers charged 
» Profit and loss out (16,000 X 
* account iA 4,350 105) .. — - 8,000 
pum » Containers sus- 
‘pense account 
D Containers re- 
tained m 3,000 15; 2,250 
» Stock c/d: 
Warehouse .. 12,000 105 6,000 
Customers .. 11,000 їо; 5,500 
27,000 ' £21,850 27;000 £21,850 
Jan. 1 To Stock b/d: 
Warehouse .. 12,000 105 6,000 
Customers .. 11,000 tos 5,500 
Dr. CONTAINERS SUSPENSE ACCOUNT Cr. 
No. Rate oe © No Rate Amount 
Dec. 31 ` To Sundry debtors ‘Jan. х By Balance b/f .. 12,000 155 9,000 
Еда (containers ге- Dec. 37, Sundry debtors 
turned) .. 14,000 154 10,500 (containers 
» Containers stock out) 16,000 25s 20,000 
account: Profit 3 
on containers = 
chargéd out 
(16,000 X 102) — — 8,000 
» Containers stock 
account? ^ Con: ' 
tainers retained 3,000 155 2,250 
, Balance c/d .. 11,000 15$ 8,250 • 
28,000 £29,000 28,000 £29,000 





Jan. 1 By Balance b/d .. 11,000 155 8,250 
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SOME PROBLEMS OF THE EXECUTOR — ІГ. 
A PONY FOR MARGARET 


by a Barrister-at-Law 


This is the second of two articles on possible difficulties which may confront the 

professional man who ts asked to become executor of a will of a relative or 

friend, or who is unexpectedly nominated. The first mentioned some of the 

problems arising from gifts to charities, particularly the Church, This second 

outlines the position which arises when legacies are left to persons under age, . 

or when children become for other reasons beneficially interested in the estates 
of deceased persons. : 


lady in her wil, ‘I leave my pony 
"Neddy". Nothing could be simpler: 
upon the death of the good soul the property 
in the pony passes to her executor as soon as he 
duly proves the will, and a nod or a wink to the 
Iittle girl is sufficient to make her the new owner. 

Nor is there any difference in the principles by 
which ownership is assumed whether Margaret 
is a little girl of four or of twenty-four. If she is 
twenty-four, of course, the practical difficulties of 
ownership are fewer, but even when she has many 
years to go before attaining her majority there is 
nobody so bold as to suggest that Neddy should 
be put into trust and his income accumulated 
until Margaret attains the age of twenty-one or 
marries (whichever is the earlier). 

A pony, though, is not so fashionable a gift 
to a child as it once was, and in these materialistic 
days stocks and shares are more usual than pets, 
and property investments, with all their problems, 
more usual than straightforward cash. 

Yet even cash legacies to young persons can 
raise doubts. It is said in the text-books that a 
legacy cannot be safely paid to an infant without 
an express direction in the will, and that is the 
advice which a cautious lawyer would probably 
give today, but exactly why does not appear. 
In the absence of a good reason to the contrary 
it should be safe enough to hand over property 
to the person nominated to be the new owner; 
certainly safer, at any rate, than giving it to his 
parents, or attempting to retain it against his 
wishes. 


| T: my niece Margaret’, says the kindly old 


A Valid Receipt 
There is no doctrine of law under which a 
receipt given by an infant may be challenged, 
any more than there is any doctrine of law by 
which a young person, having attained the age of 
twenty-one years, may dgmand a second pony 
under the will of her aunt because the first one 
was given and enjoyed while she was too young 
o appreciate the legal significance of ownership. 


A receipt is merely evidence of payment having 
been made, and should not be confused with a 
promissory note or an executory contract, the 
primary purpose of which is to ensure discharge 
of an obligation by the party signing. 

АЦ those rules of law which exist for the pro- 
tection of infants are concerned with the dis- 
charge of obligations by infants, and not the 
discharge of obligations to infants. If an amount 
becomes payable to an infant under a will, this is, 
once the estate proves sufficient to meet the 
pecuniary legacies in full, a debt due from the 
executor to the infant, and may be sued for in 
a Court of law. There is, moreover, no defence 
to such an action if the money has not been paid, 
and it is no protection to the executor to pay the 
parent or guardian. If, however, the executor has 
anxieties because the sum 18 large, he may pay it 
into Court, and thus be discharged from all 
worries. 

Beyond this, the only form of personal property 
which is likely to cause difficulty when it 18 the 
subject of a gift to an infant is that which carries 
liabilities as well as benefits: shares only partly 
paid up, for instance, impose obligations upon 
the owner which, in the case of an infant, may be 
repudiated later. Legacies of such forms of 
property are rare, however, and raise individual 
problems which cannot be satisfactorily ex- 
amined in an article illustrating general principles. 

As is fairly well known, an infant cannot 
become the legal owner of land, and any attempt 
at leaving such property directly to the infant 
by will merely operates to create a trust in 
favour of the infant until he attains majority. 


Thought for the Future 
This is one of the ways in which the executor, 
sometimes without realizing what he is doing 
when he accepts the office, may assume long-term 
liabilities: in the somewhat unlikely event of a 
gift of land to a person under age, the executor 
automatically becomes a trustee of the land for the 
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infant when he otherwise completes the administra- 
tion of the estate, and continues to be saddled with 
all the responsibilities and duties of a trustee until 
he can find someone else to take over the office. 

There are two other more common ways, 
however, in which the executor may find himself 
with long-term responsibilities for children. The 
first is under an express trust, when no trustees 
are appointed or the executor himself is expressly 
appointed, and the second is under a partial 
intestacy. 

It is fairly common for those who are childless 
themselves to leave a certain fund, or even a 
substantial residue, ‘in trust for’ nephews and 
nieces. They do not always realize that ‘in trust 
for’ necessarily means the setting up of a trust 
with appointed trustees. The executor becomes, 
by necessary implication from the words of the 
legacy, the holder of that office, in the absence of 
an express appointment, until he takes the 
necessary steps to disburden himself. 

These steps are obvious enough: an executor 
remains a trustee only so long as he finds no one 
else to take his place, and if he can find one or 
more persons willing to assume the office and 
look after the property of the minor without 
remuneration, the necessary appointments and the 
steps to vest the property in the new trustees are 
simple enough. The difficulty is, of course, to 
find the people willing and able. 


His Final Misdeed 
In default of such persons, it is always open to the 
executor to appoint a trust corporation to take up 
the responsibility. The objections to this step are, 
unfortunately, that the executor is likely to be 
blamed among family and friends for all the 
subsequent procrastination: and misdeeds (real 
and imagined) of the corporation, as long as the 
trust lasts. He will also be mentally debited, in 
many cases, with the charges of the corporation: 
unlike the. common or household trustee, the 


corporation trustee inevitably charges for its. 


Services. 

All these last considerations apply ‘equally 
whether there is an express trust created in favour 
of the children of certain specific property, or 
whether a trust of the residue is created under 
a will. 

A similar position arises, too; upon a partial 
intestacy. Since we are dealing here with the 
executor, the question of a complete: intestacy 
is unlikely to arise, though there is, in theory at 
any rate, no reason at all why a testator should not 
make a valid appointment of an executor and 
then fail to make any. valid dispositions of his 
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property. (A will which nearly achieved this 
feat was recently before the Courts.) - 

However that may be, if there is no effective 
disposition of the residue of a testator's estate 
all that is comprised in that residue (includin; 
bequests which fail through the death of the 
intended beneficiary, for example) is distributec 
according to the same rules as those which obtair 
for the distribution of the estate of an intestate. 

Without detailing here the exact provisions ir 
force today, it may be said shortly that thi: 
inevitably involves а trust in favour of апу 
children of the testator who are under age. Ir 
default of both children and parents, there may 
be a trust in favour of grandchildren or possibly 
nephews and nieces. Once again, the executoi 
remains the automatically appointed trustee unti 
he manages to induce others to assume the burden 

These trusts entail, too, more than just the 
proper investment of the funds in question 
which itself promises to become something of : 
responsibility if the Government give way toc 
much to present-day pressures and widen tht 
investing powers of trustees. The income must ђе 
applied properly and, should the occasion o: 
general circumstances demand, advances may 
have to be made out of capital before the timc 
appointed for its distribution. 

Family Considerations 
All these matters are the subject of statutory 
provisions designed for the benefit of children 
The greater the number of facilities for the 
beneficiary, however, the greater the responsi 
bilities and duties of the trustee. The lot of tht 
trustee, in difficult families, is not a happy one 

ТЕ the law imposes many difficulties on thos 
who have to deal with the property of children 


though, it also provides one ultimate refuge fo: 


the trustee, one ultimate guardian of assets anc 
liabilities when things get too much for him - 
the Court. Any doubt or difficulty which affect 
the. welfare of children or the administration о 
property to which they may be even only remotelh: 
or contingently entitled may be referred to thi 
Court for a decision, and the responsibility of th: 
executor or the trustee ceases from that moment 

No executor should be deterred from doin; 
what he can for a child just because difficultie: 
may arise; he will never find himself compelle 
to decide a point or carry оп with his dutie: 
against his will. 

Whether it is the pony from her aunt which i 
to go to Margaret, therefore, or the half-millio1 
from her grandfather, the only really importan 
question for the executor is, when:to-ask for help 








HE levying and payment of taxes is a 
atter written large into the history of 
these islands. Many of the conflicts 
king and commoner arose out of 
ces of opinion as to what constituted a 
1 unjust tax. Sometimes the monarch was 
rreaching in his demands, and some- 
s it was the subjects who were unreasonable 
fusing to pay. 

rom the fourteenth century onwards, when 
land was the basis of all wealth, both central and 
local governments levied land taxes, assessed at 
first on acreage, but after 1692 on annual value. 
But as internal and external trade developed so a 
reliance came to be placed on import and 
duties, and domestic excise on food, liquor, 
and. ianufactured goods. Poll taxes; window, 
hearth, carriage, and salt taxes, were all made to 
yield something for the usually empty Exchequer. 

The first move towards income tax in Britain 
was taken in December 1798, when William 
Pi the Younger, architect of the coalition 
Napoleon, made a proposal for a ‘general 
comes’, beginning with a comparatively 
1 large on incomes of Дбо, and rising by 
stages til on incomes of £200 and upwards it 
posed to exact 10 per cent. Allowances 
for children, but not apparently for wives, were 
to be granted to all classes. 

_ According to Pitt's estimates, the yield of the 
new tax should have been approximately {10 
millions a year, but because the scheme "lacked 
teeth' and because of evasions and abuses, the 
actual return in 1799 was only just over half this. 
The measures | .seemed to have failed, and in 
1 uring a brief interval of peace between 

tain and France, they were repealed. 

But since there was little possibility of raising 
е money by means of indirect taxation, it was 
itable that sooner or later the ‘tax upon 
comes’ should come up again for consideration. 
Actually another attempt had to be made in 1803 
when, with the resumption of hostilities, financial 
stringency ‘was once more being experienced. 

A man of brilliant parts, William Pitt is usually 
and. correctly regarded as the true father of 
i ish i income tax. He secured the adoption of 

ncome Tax Act of «799, in the face of 
ous P iamentary opposition, and no one 
deprive him of the title. Yet, as we 
пе tax scheme was unsuccess- 
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THE FATHERS OF BRITISH INCOME TAX 


by R. ROBERT, A.C.LS. 






















ful, and the honour (if euch it be) is now mo: 
generally held to belong to another man: Henry 
Addington who, in 1803, introduced an entirely, 
new system which, so far as basic principles, are 
concerned, is the one now in use. | 
Addington was the son of a doctor who 
numbered William Pitt among his patien 
Educated at Oxford, Addington read for the Bar, 
and in 1784, at the age of 27, decided to embark 
upon a political career. He entered Parliament 
and, partly as the result of his friendship. with 
Pitt, was elected to, and held, the position of | 
Speaker for eleven years. He had, it appears, a 
particular flair for finance. Pitt, after a disagree- 
ment with George III, resigned his offices and 
Addington, in March 1801, was thereupon askex 
to form a Government, which, after some 
hesitation, he did. 
"The exigencies inseparable from а state of 
war forced him to consider reviving. е 
income tax scheme which, іп Pitt’s time, had been 
universally denounced as ‘inquisitorial, unconsti- 
tutional, and tyrannical’. Britain resumed the 
struggle against Napoleon on May 18th, 1803, 
and on June 13th, Addington brought in his first 
war budget, and a new plan for income tax. __ 
The suggestions were originally contained 
in two Bills- The Property Tax Bill and ‘The | 
Personal Property and Income Tax Bill ~ which, | 
after debate, were consolidated into a single Bill — 
known as The Property and Income Tax Bill 
which became law as The Income Tax Act, 1803. 
Its most far-reaching provision was, perhaps, 
that it provided for deduction of tax at source. 
This principle placed income tax on itsfeet,and — 
has been of incalculable value to the British 
Revenue. It is, as someone has said, ‘the great | 
buttress of income tax stability and efficiency" 
One further innovation which has endured was the 
inauguration, by Addington, of the Schedules 
А, B, C, D, and E, under which income tax was | 
chargeable under five separate headings. All went 
well with the new scheme and the estimated 
revenue, £4,500,000, was not only collected: but 
considerably exceeded. 
On April 4th, 1804, Addington ceased to be __ 
Prime Minister and Chancellor of the Exchequer, — 
and handed back the reins to Pitt who was по _ 
longer his friend but his bitter rival. Never- 
theless, Pitt kept the Income Tax Act very much 














where it was, у Wisely deciding to leave well alone. 


“quantities of evidence before 
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Introduction 


|. X. If the post-war aim in 1919 was to make a land 
| ЋЕ for heroes, it may fairly be said that a post-war 
aim since 1945 has been to impose taxes fit for heroes 
to pay. On this later occasion, however, there has 
_ been some limited success, and not only in the sense 
_ that heroes alone can carry the burden of taxation at 
its present levels. m 

2. The reforming impulse of 
the last decade has led to in- 
numerable representations to the 
Chancellor of the Exchequer, 
the appointment of two. com- 
mittees and a royal commission 
who have had to sift immense 


"producing their reports, and the 
enactment of many new statutory 
"provisions. In addition, case 
law has continued to develop, as 
evidenced by the publication 
since the war of ten further 
volumes of the official Tax 
Cases. If the word 'recent' in 
my title were interpreted as 
meaning ‘within the ten years 
since 1945’ I should be faced 
with a territory far vaster than 
could be surveyed, however 
cursorily, in a paper of this 
length. Instead, I have con- 
centrated on the more signifi 
cant changes during the last 
three or four years, glancing back 
before 1952 only so far as seemed desirable to place 
isome of the later developments in perspective. 


The Committee on the Taxation of Trading 
Profits 


3. Since 1951, when ‘Tucker No. 1’ presented its 
report, many of its recommendations have been 
“adopted and enacted, in some instances with modifi- 

cations, as sections of the Finance Acts, 1952 to 1954. 
Notable among these are the extensions of the reliefs 
for losses, management expenses and capital ex- 
penditure; the recognition of subvention payments 
_ between companies in a group; the improvement in 
. the profits tax allowances for the remuneration of 
‘whole-time controlling directors; and the alterations 
in the treatment of partnership changes. 
~ 4, Many other recommendations of the Com- 
mittee, however, have not yet been adopted. They 
. were left for review by the Royal Commission, and 
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a number of them are mentioned in later paragraphs 
in which I comment on the three reports of the 
senior body. 


The Committee on the Taxation Treatment of 
Provisions for Retirement 
General 

5. The report of "Tucker No. 
2’, published in February 1954, 
is longer than the Tucker No. І 
report, a fact that provides a 
fair indication, not only of the 
complex state of the existing 
law and practice on retirement: 
provisions, but of the problem 
of propounding a scheme of 
fair and consistent tax treatment 
for everyone who works for his: 
living and wishes to provide 
for his retirement. 

6. The Committee's main 
recommendations were based on 
the simple and logical principles 
that the payments into a retire- 
ment scheme should be de- 
ductible in arriving at the 
- taxable income of the payer; 
that the income from investing 
the accumulating funds of the 
scheme should be exempt from 
tax; and that normal benefits 
paid out by the scheme should 
be taxable in the hands of the 
recipient. Lump-sum benefits 
could be taken tax-free up їо а certain maximum (one- 
quarter of total benefits, with a ceiling of £10,000), any 
excess being taxed by a ‘top-slicing’ method. А 
scheme would have to be approved before it could 
qualify for treatment on these lines. 


Provided-for employees 

7. Тће Committee dealt with numerous refine- 
ments and safeguards, but the foregoing appears to 
represent the essence of their proposals for future 
retirement schemes for employees. The question of 
transition. was covered by their recommendation 
that existing members of existing schemes should. 
have an option to remain as they are or to become - 
subject to the new treatment; while new members 
of existing schemes should all be subject to the new. 
treatment. 


Self-employed, controlling and other directors, and 
non-provided-for employées 

8. People in these classes have never been able to 
enjoy the tax advantages given to members of 
approved schemes for employees. The proposals for 
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remedying this injustice were probably the most 
important in the report. 

9. The majority of the Committee favoured 

applying the same broad principle (of exempting the 
build-up and taxing the benefits) to such schemes as 
should be approved for these classes. The individuals 
concerned would have to meet the whole cost of their 
retirement provisions (in the absence of contributions 
from employers), and the permissible contributions 
were, therefore, pitched at the fairly high maximum 
of 12 per cent of earned income with increases for 
‘past service’, i.e. each complete year from 1939-40 
during which the individual was within any of the 
classes concerned. 
. 10. The consideration that some part of the total 
earnings of the self-employed and of controlling 
directors might be ascribed to the use of capital 
rather than to work, was met by the majority pro- 
posal that a lower percentage contribution should 
apply to earnings above £5,000. 


Employees with existing but inadequate retirement 
benefits 

‘tr, The majority of the Committee recommended 
that people in this class should be eligible for 
similar treatment, but with modifications to allow 
for their existing benefits. 

Minority views 

12. Two members (out of a committee of six) 
expressed reservations with regard to some of the 
proposals mentioned under the last two headings 
above. They attached greater weight to the difficulties 
of administration and to the factor of capital, which, 
in the case of the self-employed, they considered 
would itself provide in some degree retirement 
resources. They found no objection to the adoption 
of the majority recommendations in the cases of 
professional men, but as regards the other individuals 
in these classes they favoured the alternative course of 
providing them with increased relief for life assurance 
premiums. 

13. No one would deny the need to avoid adding 
unduly to the immense and complicated adminis- 
trative machinery of our taxing system. All the 
same, there can be few desirable reforms that do not 
involve some extra administrative work and, as in 
the case of P.A.Y.E., the advantages usually justify 
it. As to the importance in this context of the capital 
résources at the disposal of the self-employed and 
controlling directors, there is obviously room for 
difference of opinion. In many cases this factor does 
not exist to any material extent, and where it does it 
hardly seems so vitally important as to justify the 
perpetuation of entirely different treatment of the 
classes concerned. The form of the adjustment 
proposed by the majority seems fair and sensible, 
although its extent may be a matter for further 
consideration. • 

Cost to the Exchequer 

14. The estimates quoted in the report show that 

the net cost of the proposed tax reliefs would be 
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substantial if all the individuals concerned made 
arrangements that would enable them to claim nearly 
the maximum possible relief. For example, on this 
basis the cost for self-employed persons and com- 
pany directors appears to be in the region of £35 
million annually, while the cost for non-provided-for 
employees would, on the same basis, apparently be 
considerably greater (perhaps {60 million annually). 
The validity of the assumed basis seems highly 
questionable, however, particularly when it is borne 
in mind that before such reliefs became available 
many of these people would have committed them- 
selves to life assurances which few of them would 
wish to discontinue. 

15. If it were assumed that the net cost to the 
individual would so limit retirement provisions that 
the claims for tax relief would not exceed one-half 
of the probable maxima instanced above, the.resultant 
cost to the Exchequer might seem a reasonable 
price to pay for the removal of a serious injustice 
to important sections of the community. 


Purchased annuities 

16. The Committee’s final and unanimous recom- 
mendation was that the part of each annuity payment 
representing the estimated capital content should be 
exempted from tax. The adoption of this proposal 
would remove a long-standing anomaly based on 
an outdated theory. 


THE ROYAL COMMISSION ON THE 
TAXATION OF PROFITS AND INCOME 
First Report 

17. The first of the Royal Commission's three 
reports was presented (in February 1953) in response 
to a request from the Chancellor of the Exchequer 
for the Commission's recommendations on a specific 
matter, ie. the proposal that where Colonies give 
special reliefs from tax to new and developing 
concerns, similar relief should be given from United 
Kingdom taxation if the concern was a United 
Kingdom company, as otherwise the method of 
giving double taxation relief caused the benefit of 
those concessions to flow wholly or mainly to the 
Exchequer instead of to the taxpayer. 

18. The Commission recommended that this 
situation should be altered by means of agreements 
with overseas countries whereby the United King- 
dom would agree to give credit to its taxpayer for an 
amount equal to the overseas tax relief resulting 
from the ‘pioneer industries concessions’ specified 
in the agreements. - 

19. This recommendation has not yet been 
adopted, whereas the two others put forward in the 
same report have since passed into law, namely, the 
removal of the restriction on unilateral relief and the 
exclusion from assessment of unremittable overseas 
profits. 

Second Report 

20. In their second and longer report, published 

in April 1954, the Royal Commission dealt with the 
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problems of progressive taxation as applied to 
individuals, and the allowances, reliefs and rates of 
tax that form part of the system of progression. They 
accepted that the taxation falling upon personal 
incomes should be progressive in character, rejected 
the proposals for integration of the income tax and 
social security systems, favoured the retention of 
the existing P.A.Y.E. machinery, and regarded as 
satisfactory the present method of graduation of 
“income tax by means of the various personal reliefs, 
the earned income relief, the reduced rate reliefs and 
the surtax. 

21. They went on, however, to recommend a 
number of modifications of detail. Of these the items 
of widest application were the proposed improvements 
in the exemption limit, the child allowance and the 
earned income relief. The exemption limit would be 
raised but the benefit of the increase would taper 
off so that it would disappear as the income rose 


£100 or so above the starting point at which tax | 


became chargeable. In relation to the child allowance 
the Commission proposed, iter alia, that the 
allowance should be geared to the parents” income 
within certain limits, so that the allowance would rise 
to a maximum of {160, ‘where the parents’ income 
was {2,000 or more. This £160 for each child would 
rank for surtax relief also. An allowance of {£160 
for surtax as well as income tax would be a generous 
increase over the present allowance, which is given 
for income tax only, but it would still fall far short 
of the cost of maintaining a child at a public school 
or university. In point of inadequacy, however, it 
would be in line with the other personal reliefs and 
the surtax exemption limit, which allow little or 
nothing for the ae fall in the value of ces 


by the Chancellor in his позе speech of April 195; 5, 
have been dealt with in the. Finance Act, 1955, in 

such attenuated form.as to be almost unrecognizable. 

The exemption limit has been raised by increasing 
the personal allowances, but at the: satis time the 
band of income taxable at the lowest reduced rate 
has been cut from £100 to £60. А, Government 
‘spokesman claimed that ‘no one will altogether pay 
more tax as a result of the joint proposal’, but this 
statement appears inaccurate; a- single person paying 
tax at the standard rate has had his liability increased 
by these particular changes alone, although his net 
loss of relief i is hidden is the fall in rates of tax. 


The child allowance has been increased from £85. 


to £100 (for income tax only) – a poor substitute for 
the recommendations of the Royal Commission. 


23. In the case of the earned income relief, the. 


Royal Commission favoured the retention of the 
two-ninths fraction, but recommended that it should 
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be applied to earned income up to {2,500 and that 
relief of one-ninth should be given on earned income 
between {2,500 and £3,000. It might appear that 
this proposal would not provide any great incentive 
to the increase of earnings in the upper ranges. The 
Commission considered, however, that 'the relief 
should only be extended so far as the extension 
can be seen to promote a better scale of progression 
in the graduation of the tax'. Тћеу could not accept 
that any increase should be so great as to put a 
much heavier burden on investment income and 
thereby place a disincentive in the way of investment. 

24. This proposed extension of the earned income 
relief has not yet been adopted. In the debate on 
the second reading of this year's Finance ВШ, 
it was stated that the Chancellor had not increased 
the relief because there were some individuals who 
suffered hardship from the heavy burden of taxation 
and who are not in receipt of earned income. 


Final Report 

25. The final report, published in June of this 
year, fills а volume of nearly five hundred pages. 
АН of us who have read it would probably wish 
to pay tribute to the Royal Commission for the 
immense amount of time and thought that must have 
been devoted to the sifting of evidence, and the 
careful argument and drafting which have gone to 
make up this most valuable and readable document. 

26. It soon emerges upon studying the report 
that the Commission have found no need to recom- 
mend any radical demolition and rebuilding of a 
fiscal structure that has been gradually erected over 
a period of 150 years. The recommendations, 
although they include many of far-reaching’ im- 
portance, call rather for subsidiary alterations and 


extensions designed to rationalize the system, to 


let light into dark places and to meet changing 


' conditions of living. arid: of business in particular. · 


27. In view of the short period between. the 
publication of the report and the completion of this 


‘paper, it would be presumptuous to tender firm 


conclusions on the report. Moreover, it would be 


‘impossible to attempt to review all the recom- 


mendations which, in the case of the majority report 
alone, number no fewer than ninety. I have, therefore, 
selected for comment a limited number of the Com- 
migsion’s proposala which appear to be of particular 
importance or interest to accountants. 


Capital gains 
28. The arguments for and ‘against the taxing 


. of capital gains are discussed very fully, both in the 


main report and іп the ‘memorandum of dissent’ 
signed by a minority of three members of the Com- 
mission. This is a subject on which there seems to be 
difficulty in reaching a firm and satisfactory con- 
clusion. The basic question raised is, of course, 
where the line should.be drawn between taxable 
and non-taxable receipts. . 

29. The minority start from. the Basic conception 
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of income as the power to satisfy material needs’. which are discussed so fully in the report, I suggest 
It might be inferred that, on this footing, ‘income’ that it is well to bear in ‘mind a sage observation 
would include such accretions to wealth as gifts, of the majority in another context — ‘we have had to 
but the minority do not appear to go that far. recognize that in tax matters there is no equity in 
Moreover, they specifically except gambling winnings that which is not reasonably capable of being put into 
‘because their control. and enforcement is beyond practical operation’. | 
the power of any efficient tax administration’, and · 32, The majority, after concluding their observa- 
they also exclude surpluses on resale of owner- tions on this subject, deal with the existing law for 
occupied houses – ‘to the extent of one residence determining whether or not tax is chargéable on 
for each taxpayer'. T'hey make no attempt to Cata- profits from 'deals', e.g. property purchases and sales. 
logue all the types of accretions to wealth that under ‘They express the opinion that the present line of 
their proposals „would become taxable, but they distinction should not be abolished so long:as it can 
would certainly include surpluses on sales of invest- be given effect to with reasonable certainty and 
ments, quoting American experience as being that consistency in its application to actual cases. "hey 
four-ffths or more of all capital gains are derived recommend that all appeals on such questions 
from transactions in securities and mainly in ordinary ^ghould in future be heard by the Special Com- 
shares of business corporations. They would bring missioners, and they set out a very useful s 
in only realized capital gains, and would subject them оғ six major tests or ‘badges of trade’ which case 
only to standard rate income tax so as to avoid the law has propounded for deciding whether a deal 
obvious inequity of charging to the steeply progres- amounts to a trade or not. | i 
sive rates of surtax a profit realized in one year after 33. In other parts of the main report the Com- 
accruing over a number of years. — mission recommend that payments of compensation 
.30. The majority of the Commission find that the for loss of office should; substantially, lose the tax 
Ер capital gains would carry.various problems exemption which they have previously enjoyed; 
and disadvantages as well as the advantages claimed that certain post-cessation receipts from a trade 
by its advocates. Where property has been held for a  ghould lose their exemption from tax: that as regards 
period of years, to tax the profit in the year of sale thé taxation of gambling profits the position is best 
wholly at the rate for that year would often involvé left as it is: that dividends paid by United Kingdom 
a disproportionate liability. (This could still be the companies out of capital profits should be treated as 
case if the liability were limited to the standard rate.) taxable income (similar dividends from overseas 
To tax capital gains must require allowance of companies are already so treated): and that bonus . 


Capital losses, but this ‘seems to offer too obvious debentures, but not bonus shares, should be included 
an irivitation to the speculator to share with RS a Moone for surtax purposes. 


fellow citizens the ill results of a speculation that a. | | 
gone wrong’. Some so-called profits are entirely the “eprectation allowances ... > PE 
result of inflation and it may require the full proceeds 34. Tucker No. т had accepted as а guiding 
of;the old property to replace it with another сот: principle “the general. proposition that the income tax 
parable one; this consideration is. valid not only system should give relief.in respect of the wastage 
in ‘relation to owner-occupied houses. Appreciation Of all assets that are used-up or consumed in th 
in the value of ordinary shares is often due at least course of carrying оп а business’, |. - Hawa T 
partially to the retention by the' company of a 35. The Royal Commission are not: prepared to 
proportion of its past profits, which have already as far as that. They consider'that the. tax system 
been taxed in the company’s hands. In any event the s.shown a.valuable tendency to adapt itself то the 
tax would discourage saving and the building up of principles-of commercial accountancy, but that it may 
new enterprises. Transfers of property are already Бе impossible to accept the principles of accountancy 
taxed by way of stamp duties to the tune of £35 as the final determinant, even of businéss profits, 
million ~ £45 million annually, and this yield and since ‘it is necessary to achieve a fair balance between 
that from estate duty would be reduced. It is clear different taxpayers and sources of income’. They 
that either the tax would have to be arbitrary or the acknowledge, however, that depreciation allowances 
legislation would be complicated. Administration ‘have come to stay and they must be taken as an 
would require a substantial addition to staff, but integral part of our system of taxing business profits. 
according to an estimate supplied by the Board of We are content to accept-them on this basis, Accord- 
Inland Revenue ‘the net long-term yield of a capital ingly, our aim in what follows is primarily to investi- 
gains tax in this country would probably not'exceed gate the possibility of making the existing system 
£50 million a year’, | . more logical and consistent with itself, particularly 
31. The case for taxing capital gains is stated very in the extremely difficult’ problems created by 
persuasively by the minomty but, after studying inflation’, . 
their arguments alongside those of the majority, 36: After reviewing at length thé müch-debated 
dispassionate readers of the report will probably. proposals for revalorization and replacement allow- 
conclude that the case is not established. Apartfrom ances as alternative remedies for the effects of 
striking а halanee hetween the varinna nroa and eana inflation. the Cammireinn decide acainat them: 
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as did Tucker No. х. But the Commission state that 
they have assumed that ‘stability of purchasing 
power is the normal thing to be expected’ and that 
without this assumption they ‘might have reached a 
different conclusion’. The Commission assume that 
initial or investment allowances will continue 
available to the trader as a matter of general policy, 
Le. to stimulate investment in selected kinds of 
assets, and acknowledge that such allowances do 
incidentally alleviate the position of the trader who 
faces the formidable problem of replacement at a 
time of inflation. 

37. The Commission give general approval to the 
existing system of depreciation allowances, but 
advocate several extensions. For example, they can 
find ‘no fiscal justification for distinguishing between 
commercial and industrial buildings’ and endorse the 
recommiendation of Tucker No. 1, ie. annual 
allowances of 14 per cent on commercial buildings as 
compared with the existing 2 per cent on industrial 
buildings. They advocate the taxing of surpluses 
realized (over and above cost) upon the sale of assets 
qualifying for capital allowances, which would have 
the effect of placing buildings and plant on the same 
basis as patent rights; but they except from this 
recommendation surpluses arising from the sale to 
non-residents of ships built before 1946 and from the 
sale of agricultural buildings and works. In the case 
of cutting and tunnelling work in connection with 
industrial buildings and structures, they go farther 
than Tucker No. 1 by recommending that the cost 
of such work should qualify for both annual and 
balancing allowances. They propose that unex- 
hausted capital allowances and investment allowances 
should be capable of set-off against general income 
for any future year. 

38. In relation to mining concerns, the Com- 
mission recommend the granting of depletion 
allowances for the cost of acquiring, after an appointed 
day, mineral rights or areas in the United Kingdom, 
and, in the case of overseas minerals, the removal of 
the present limitation by reference to the cost to 
the first United Kingdom: purchaser. They also 
endorse the -Tucker No. т recommendations for 
balancing allowances on certain lands adjoining 
mines, ‘and for capital allowances on offices at over- 
seas mines. 

39. The minority memorandum agrees with most 
of these recommendations, and further recommends 
an allowance in respect of lease premiums, but only 
on condition that all capital gains are brought into 

` charge and not only gains from the sale of assets for 
which a capital allowance is given. 


Stock valuation 

40. While approving the long-established formula 
of ‘cost or market value, whichever is the lower’, the 
Commission go further than Tucker No. 1 by 
reviewing the meaning of ‘cost’ and ‘market value’ 
and other related points. The majority favour a 
reasonable degree of elasticity having regard to the 
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fact that ‘businesses are so various in nature’, but 
advocate safeguards against possible abuses. They 
accept that ‘market value’ may be ascertained by 
reference to either selling price or cost of replacement, 
and that ‘cost’ and ‘market value’ may be compared. 
for each item or group of items of stock; on these 
points there appears to have been no dissent by the 
minority. 

41. The majority consider that ‘cost’ should be . 
arrived at on a basis appropriate to the type of 
business and the kind of stock which it carries, and 
that such commonly-accepted methods as actual 
cost of identifiable parcels, ‘first in first out’, moving 
average and selling price less a percentage should not 
be the only permissible methods; it should be equally 
valid to adopt a standard cost basis or, under certain 
conditions, a method combining 'base stock' and 
‘last in first out’ as detailed in Appendix II to the 
report. 

42. À minority of five members of the Commission 
dissent from the base stock/Lrro proposal, and three 
of them support the Inland Revenue's suggestion 
that Fo should be made the general rule for 
valuing trading stocks, except in those cases where 
actual cost can be ascertained (e.g. jewellers and 
genre dealers) or where the business is small and 

as not the facilities for keeping the appropriate 
recorda. 

43. The Баве stock/rrro proposal would apparently 
necessitate legislation, as the Court of Appeal in 
England has rejected base stock as an acceptable 
method for United Kingdom tax purposes.! On the 
other hand, the Supreme Court of Canada has 
approved LIFO as a proper method for Canadian tax 
purposes, although only by a ‘majority and in 
relation to a business to which Liro appears par- 
ticularly well suited. The Canadian case is to be ` 
carried to the Judicial Committee of the Privy 


‘Council the decision of. which may well exert some 


influence in this country, although given by reference 
to Canadian law. 


Expenses (Schedule D) 

44. Tucker Мо. 1 had made a larger number of 
detailed recommendations in relation to trading 
expenses, in the sense of outgoings as distinct from 
such deductions as depreciation. The Royal Com- 
mission majority report 8 endorses the 
recommendation that the Schedule D rule governing 
deductible expenses should be declared by statute 
not to involve Lord Davey’s test of whether the 
expense was incurred ‘for the purpose of earning 
the profits’. 

45. Moreover, a considerable number of the 
Tucker No. 1 recommendations under this heading 
are not referred to by the Royal Commission and 
should, therefore, be regarded as carrying their tacit 


1 Broadstone Mills Ltd v. Patrick ([1953] 35 Т.С. 44: 32 - 
A.T.C. 464). 

* M-N.R. v. Anaconda American Brass Ltd (November 1954) 
ie Canadian Chartered Accountant, АН 1955) page 
53 
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approval in view of paragraphs 17 and -18 of their 
report. Some of these are of particular interest to 
accountants, since they indicate a marked trend 
towards accepted accounting principles. They in- 
clude, for example, proposals to allow abortive 
capital expenditure; to permit writing off allowances 


in respect of assets and advantages of limited Ше; 
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to allow revenue expenditure which was incurred 
in connection with a business before the date of 
commencement and which would have been 
admissible if incurred after that date; and to treat 
as business receipts recoveries of sums previously 
debited. 

(To be continued.) 


WEEKLY NOTES 


Maintenance paid to Non-resident 
not Deductible 


A surtax payer has failed in his claim to deduct 
payments made to his divorced wife in Holland 
under an order of a Dutch court. (Bingham v. C.I.R., 
The Times, October 15th, 1955.) The appellant was 
resident and domiciled in the Netherlands until he 
came to England in 1934. His wife had divorced him 

in Amsterdam in 1929 and had continued to reside 
in the Netherlands. During the tax year 1937-38 
he had paid her 34,500 Dutch guilders (approxim- 
ately £4,000) pursuant to decrees of the Dutch court 
made in 1929 and 1932, ordering him to provide 
annual maintenance of that sum. His claim to deduct 
this sum in arriving at his total income for surtax 
purposes for 1937-38 was rejected by the Special 
Commissioners and his appeal from that decision has 
now been dismissed by Harman, J. 


His lordship said that Rule 19 of the All Schedule: 


Rules (Income Tax Act, 1918) dealt with the case 
where payments, as here,-were made out of income 
brought into charge the scheme being to allow the 
payer to deduct tax, which had to be borne by the 
recipient. Had there been an order by an English 
court, the payer would have been entitled to deduct 
the tax and the wife would have to have. borne it. 
But as she was not liable to English i she was not 
bound to suffer a deduction. " ` 

Annual payments, for tax purposes, were inse and 
thóse only which were treated as the income, not of 
the payer but of the recipient. (Howe v. C.LR. 
[19:9] 7 T.C. 289.) In view of that case he was not at 

liberty to say that the payment was an allowable 
deduction. It seemed very -unfortunate that the 
accident of the wife being outside this country caused 
the appellant to pay surtax on the /4,000-ода, but 
these things did happen to people who changed their 
domicile. 


‘Stuffed’ Dogs and Income Tax | 
The case of Kilburn 9. Bedford, decided on October 
14th, 1955 (The Times, October 15th, 1955) is another 
illustration of the difficulties facing a taxpayer who is 
found to have greater assets than his past tax returns 
would seem to warrant. The appellant was a hair- 
dresser and tobacconist. "ће first assessments on 
his. profits for 1944 to 1949 totalled £4,700. The tax 
Inspector, subsequently discovered that the appellant 
had assets of some {10,000 not accounted for, and 


he submitted additional assessments totalling £11,260. 
At the appeal hearing before the Commissioners the 
appellant was represented by the accountant who 
kept the business books. The accountant asked at the 
end of the hearing for an adjournment so that the 
appellant might call other witnesses. The Commis- 
sioners refused this and confirmed the assessments. 

On the hearing of the stated case before Mr 
Justice Harman, counsel for the appellant said that 
the latter had won {14,000 between 1944 and 1949 
on horse-racing and greyhound betting, and had been 
a gambler all his life. The appellant had told the Appeal 
Commissioners that the success in betting had come 
from information from owners of good dogs and 
about ‘stuffed’ dogs- dogs which had been given 
water or milk to make them lose. He Aare appellant) 
had not taken part in the stuffing. All betting transac- 
tions had been in cash and no records had been kept; 
the appellant kept about £7,000 in the house for cash 
betting; he went betting two. ог three times a week, 
and.staked {200 or £300. ^ : 

Harman, J., dismissed the appeal without calling 
upon counsel for the Crown. He said that the Com- 
missioners’ findings were unimpeachable. The appel- 
land had failed to satisfy. them. that the assessments 
were wrong, and they had properly refused to grant 
an adjournment. 


Investment and Efficiency in Steel 


Labour productivity, measured i in output per man year 
has increased by до per cent in the steel industry 
since the Second World War. This figure is given in 
the latest issue of the British Iron and Steel Federa- 
tion's monthly bulletin. The steel industry thus stands 
out as one» of the most striking examples in this 
country in recent years as an industry which has 
raised its output significantly by means of а heavy 
capital development programme which has been 
accompanied by important economies in raw materials 
and labour. ЈЕ is true that the demand for steel has 
been so heavy in the last ten years that the industry 
has been able to raise output per man without any 
problems of redundancy. Nevertheless, it should be 
put on record that the industry's output has increased 
by five-eighths since the war without any major crisis 
in management-labour relationships about employ- 
ment and shift working. 

Economies have been achieved in raw materials, 
fuel, equipment and labour. Fuel efficiency over the 
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post-war period has been about one-eighth, resulting 
in an annual saving of 34 million tons of coal at the 
1954 rate of consumption. One of tbe most important 
economies has been achieved in running the equip- 
ment by increasing output per unit by adopting the 
continuous working week. With the active help of the 
unions, this continuous system of working has been 
extended from blast furnaces (where it is traditional) 
to the melting shops and in so far as local arrangements 
permitted, to the mills as well. In consequence, the 
steel industry has been running its plant on 17 to 
21 shifts a week. It is possible to imagine the 
tremendous difference there would have been if the 
steel industry was working one shift per day for 
five days per week. This is indeed the crux of the 
whole matter. Hundreds of millions of pounds have 
been spent on new equipment which has justified 
itself on a multiple shift basis. There are many 
industries in this country which could study the 
experience of these operations in the steel industry 
over the last decade with advantage. 


Next Stage for Colombo Plan 


'The sixth full meeting of the seventeen powers 
concerned with the Colombo Plan is now being held 
in Singapore to draft its fourth report. This séries of 
meetings, which is in the hands of the Consultative 
Committee, is something of a stocktaking and a dis- 
cussion of future arrangements. The Colombo 
Plan, by which the Western Powers have integrated 
their ‘public investments in South East Asia into a 
coherent programmie has been a remarkable success 
so far. It has prospered with the minimum of pre- 
liminary publicity and subsequent organization. ‘The 
fact that it has achieved so much with a minimum 
of administrative procedure has been particularly 
welcomed in India, which is highly in favour of the 
Colombo Plan and expects a larger contribution in 
the future from the United Kingdom. 

There are two schools of thought about the future 
organization of the Plan. The South-East Asian 
countries, including India, are anxious to keep the 
formalities and the administrative machine as 
streamlined as possible. They like the idea of a 
coherent plan of investment in their territories, but 
they are jealous of any power which might accrue to 
anything approaching a regional organization. On 
the other hand, there is a powerful body of opinion, 
headed by the United States, which favours some 
kind of integration of all the plans which are at 
present in operation throughout East Asia in order 
to avoid redundancy and waste. Since the supply of 
experienced Asian administrators is limited, there 
are some grounds for thinking that any overall regional 
organization for the Colombo Plan and similar 
projects might involve the establishment of a Western 
secretariat with greater powers than the new Repub- 
Нев in the East are prepared to concede it. On the 
other hand, it has to be remembered that the Marshall 
Plan in Western Europe was carried out without а 
massive secretariat, though here, of course, there 
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was a good supply of trained administrative staff оп, 
the spot. In all the arguments which may arise over 
the planning of future developments, it 18 to be hoped 
that a basic fact is not lost sight of, namely, that the 
successful beginning of the Colombo Plan can only 
be taken a step further after careful thought, because 
the ability of some of the powers to export capital 
to the East, including the United Kingdom, is 
definitely limited. The basic issue for 1956 and 1957 
is not one of organization but of making a little 
money go a long way. 


Pensions at Margate 


Pensions, along with housing, are probably the most 
live political issue in home affairs. The wish to pay 
out pensions to retiring persons to give them a 
minimum income which is more related to the cost 
of living than their contributions in the past has 
already played havoc with the actuarial basis of the 
National Insurance Scheme. No matter how accurate 
the actuary may try to be in his calcuations and no 
matter how tidy the Civil Service administrator may 
try to be in translating such calculations into policy 
and payment, the whole subject is likely to be taken 
out of their control from time to time for political 
reasons. It is as well that those who have to formulate 
figures and policy on these subjects should be aware 
of the pressure building up. 

The latest manifestation of such pressure comes 
from the Labour Party’s conference at Margate last 
week. The conference was unanimous in thinking 


_that national insurance should provide adequate 


retirement pensions, but a cleavage has developed 
within the party as to the size of the benefit. Mr 
Bevan, who fathered the existing scheme, called for a 
revision of national insurance in such a way that 
increased benefits would be paid by the Exchequer 
and that there should be no means test of any kind. 
Powerful elements within the Labour movement 
would prefer to see benefits tied to income. The 
official line in the debate at Margate was that half 
the men retired from industry at 65 are receiving 
some kind of superannuation as well as an old-age 
pension and that the pressing need is to provide a 
scheme to cater for the half which does not. 


Management in Scotland 

With the opening last week of a new residential centre 
for management studies, called ‘Chesters’, near 
Glasgow, a further step has been taken in the building 
up of facilities for training business management in 
Scotland. -‘Chesters’ is part of the industrial manage- 
ment section of the Royal Technical College in 
Glasgow. It will run a series of residential courses on 
similar lines to those employed by the Administrative 
Staff College at Henley, but whereas the A.S.C. does 
one three months’ course for potential top executives, 
‘Chesters’ will offer inftruction on several courses, 
dealing mairily with the application of management 
techniques to problems of production control, work. 
study, cost control and industrial relations. 
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FINANCE AND COMMERCE 


Business in the stock-markets has naturally been kept 
in check by the approach of the Chancellor’s intro- 
duction of new economic measures, Until Mr Butler’s 
statement has been made, and its contents assessed, 
turnover in the markets is unlikely to be more than 
routine. 


At the Circus 


Now is the time when all good fathers book up for 
the Christmas pantomimes and circuses – and an 
appropriate occasion to present in this column the 
accounts of Bertram Mills Circus Ltd. Running a 
circus is a tremendous business. Mr Cyril B. Mills, 
the chairman of Bertram Mills Circus, says that as 
much as £40,000 to £60,000 can be laid out on a 
big production before it even opens its doors to the 
public. 

"The financial story of the circus is very much that 
of rising costs, increasing competition, and enter- 
tainments tax burden. The cost of transportation 
alone is an extremely heavy item. In the year under 
review, the Bertram Mills outfit played more than 
fifty towns despite the weather conditions of 1954. 
This year, there was the railway strike which at 
first looked as if it might shut the circus down 
completely. With good staff work, however, and a 
modification of route, the circus carried on. 

Competition from other forms of entertainment is 
far more serious especially since the war. Last 
winter, the number of tickets sold at Olympia was 
some 25,000 more than the previous year yet their 
money value was only slightly higher. Overall takings 
tend to be reduced by any increase in the giving of 
special rates to parties or concessions of other kinds, 
the giving of which, says Mr Mills, was started by 
others. 


Weight of Duty 
Entertainments duty is cursed by all who present 
live entertainment. It costs Bertram Mills some 
15 per cent on the gross revenue receipts from ticket 
sales and it has to be paid, as Mr Mills emphasizes, 
profit or no profit. Last year, Mr Mills pointed out 
that in each of the three years to April 1954, the 
amount paid in duty was more than the amount 
available to shareholders before payment of profits 
and income taxes. In the year under review, the 
amount paid was nearly as much as previously, even 
though profits are so much smaller. 

The duty, says Mr Mills, is of such a nature that 
it stifles enterprise and encourages producers to 
cut production costs or import ready-made successes 
from the United States with the consequent drain on 
dollar resources. 


Stock Values 
If statements made by shareholders at the annual 
meeting of J. H. Buckingham & Co Ltd are any 
guide to the mentality of the general body of share- 


holders in public companies, there seems a case for 
greater emphasis in auditors’ reports of the limits of 
an auditor's responsibility in regard to stock values. 

This company, whose accounts we reprinted in 
our issue of September 17th, is in the shirt-making 
industry. ЈЕ found itself after the textile slump with 
an inflated stock position and one of the urgent tasks 
of a new board, which included two qualified 
accountants, was a reduction in the stock commitment 
which was being carried to a large extent on bank 
credit. | 

The new directors called in qualified valuers and of 
the £225,901 in the comparison column of the last 
accounts, {219,812 represented ‘Stock of materials 
and made-up goods as valued by Wm. Houghton & 


‘Sons (Valuers) Ltd’, the rest being work in progress 


as valued by the managing director. At February 
I955, a year later, the stock figure, as valued by 
executive directors, had been reduced to £87,703. 
Sales of stock were effected by tender and it was 
admitted at the meeting that some of the company's 
competitors were buyers. | 

From the attitude of some shareholders, it was 
evident they felt that in some way or another the 
auditors should have done something which would 


: have saved the company from its present position. 


But it was also obvious that they were not at all 
sure how far an auditor's responsibility extended 
for the value placed on stock. 


Prepaid Subscriptions 


As a result of improved methods of accounting 
installed during the year by British Relay Wireless 
and "Television Ltd, it is now possible, states the 
report, to establish the net amount of prepaid sub- 
scriptions. The figure at balance sheet date, April 
30th, 1955, was £9,885. The comparable figure for 
the previous year cannot be accurately ascertained 
and the present accounts, therefore, include, as before, 
subscriptions on a cash basis. It is however, proposed 
that in future net prepaid subscriptions should 
be exluded from the group income. Had the change 
of basis been made in these accounts, the effect 
on the year's profits, it is estimated, would have been 
negligible. ' 

One of the advantages of television relay is now 
becoming apparent. Subscribers connected to the 
company's television service in London are already 
able to receive the commercial programmes by the 
simple turning of a switch without any problems of 
aerials or converters. 


Money Market 
Applications for Treasury bills on October 14th 
totalled £363,770,000, and the market’s maintained 
bid of £98 19s 8d achieved 51 per cent of require- 
ments, with the average rate £4 1s 4'994 per cent. 
This week's offer is £240 million. 
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REVIEWS 


| ‘The Landlord and Tenant Act, 1954 
by T. J. Sophian, Barrister-at-Law 
(Staples Press Ltd, London. 30s net) 
This book deals with the latest and not the least 
difficult of the rent Acts by setting out the Act in full 
and appending very helpful, lengthy commentaries to 
each section. These comments, coming from the 
author of several well-known books dealing with the 
law of landlord and tenant, are particularly valuable 
and wil be welcomed. Another valuable feature is 
that the: Landlord and Tenant Act, 1927, and the 
Leasehold Property (Repairs) Act, 1938, are re- 
pus with the amendments made to those Acts. 
he book also reproduces the statutory instruments 
made under the new Act, so that the reader has all 
the relevant legislation in one volume-a great 
convenience. 


Whillans's Tax Tables and Tax Reckoner, 
1955-56 
by George Whillans, F.I.B., F.R.Econ.S. 
(Butterworth & Co (Publishers) Ltd, London. 
snet) - 

The 1955 edition of "his well-known publication 
discontinues the grossing-up chart and includes 
instead a table of average exchange rates in 1954—55 
and a brief table of initial and investment allowances. 
Otherwise it follows the now familiar lines of previous 
editions. The personal allowances for 194748 have 
been dropped to make room for those of 1955-56, 
but those of 1938-39 remain because they are still 
important in relation to tax-free annuities. 


Budgetary Control, Standard Costing and 
Factory Administration 
by S. R. Cave, A.S.A.A., A.C.W.A. 


(Gee & Co (Publishers) Ltd, London. 25s net; 


255 54 post free) 


This із a new book. Part I, which consists of five - 


short chapters (twenty-three pages in all) is headed 
‘Factory administration’ and deals with the plan of 
administration of a business, with the general 
functions of personnel such as works superintendents 


and foremen, with production control, rate-fixing ` 


and the payment of labour. Part II is the main part 
of the book and is devoted to budg control 
and the standard costing of materials, labour and 
overheads. Part III contains two chapters, one on 
sales budgets, the other on capital budgets. 

То compress so much into 152 pages is a difficult 
task and inevitably some of the explanations in the 
book are brief. There are descriptions of methods for 
calculating activity and efficiency variances and a 
chapter -the longest in the book- оп practical 
points has been included. 'The phasing of budgets is 
not mentioned, nor is there an adequate reference to 
flexible budgeting. The book is written in the language 
of the specialist. : 


The Agricultural Landowner's Handbook on 
Taxation. Part I. 9th Edition revised b 
J. G. Hastings : 
(Country Landowners' Association, London. 
155 post free) 

Part I of the handbook confines itself to income tax, 
profits tax and estate duty, which, as the preface 
points out, have been subject to sweeping changes 
since the eighth edition was published in 1949. Тће 
new edition brings the work up to date to include the 
Finance Act, 1954. Fortunately there were very few 
changes in the 1955 Act, none of them particularly 
concerned with land ownership. It is, of course, 
particularly difficult to deal in a slim volume with 
such a wide array of subjects but Mr Hastings has 
ably carried on the tradition established by previous 
editions, Where landownership is not directly in 
point, a very broad brush is used; but the thorny 
subject of maintenance claims on landed estates is 
dealt with very thoroughly indeed. In relation to 
sporting rights assessed under Case III of Schedule 
D, the Book says correctly that there are no statutory 
provisions for carrying forward a loss, or setting it 
off against profits from other'sporting rights. However, 
there are certain extra-statutory concessions which 
deserve to be publicized. 


RECENT PUBLICATIONS 


Economics or INDUSTRIAL ORGANIZATION, by A. Beacham, 
M.A., PH.D. 199 pp. 9 X sí. 16: net. Sir Isaac Pitman & 
Sons Ltd, London. 

Tue Company Direcror, by Alfred Read, C.B.E., F.C.I.8., 
F.INST.D. xv + 246 pp. 9 X 5%. 305 net. Jordan & Sons 
Ltd, London. 

COMMUNICATION IN InpusrRY, edited by Cecil Chisholm, 
M.A, xi + 284 pp. 9 X 51. 35s net. Business Publications 
Ltd, London, in association with B. Т. Batsford Ltd, 
London. 

Te EssENTIAL8 ог Economics, by Douglas C. Hague and 
Alfred W. Stonier. ix + 173 pp. 9 X 5$. таг 6d net. 
Longmans, Green & Co Ltd, London. ; 

Muwro’s ELEMENTARY BOOK-KEEPING, by Andrew Munro, 
F.c.1.8, New and revised edition by Alfred Palmer, 

. ASAA. vii + 176 pp. 71 X s. 9s Od net. Sir Isaac 
Pitman & Sons Ltd, don. 

Co-PARTNERSHIP RE-EXAMINED, by William Wallace, С.В.Е. 
64. pp. 74 X 5 (paper cover). 4s 6d net. Industrial Co- 
partnership Association, London. 

Tr LENDING Banger, by L. C. Mather, B.COM.(LOND.), 
A.C.1.8., F.I.B. 99 pp. 9d x 64. 8s 6d net, 9s by post. 
Waterlow & Sons Led, London. 

How то Srupy Insurance, by W. A. Dinsdale, PH.D., 
B.COM., F.LL. 72 pp. 7 X 5 (paper cover). 47 6d net. 
Sir Isaac Pitman & Sons Ltd, London. 

I RzgMEMBER, by Captain Cyril Е. Bird. 168 pp. 81x 54. 
155 net. Hutchinson & Co (Publishers) Ltd, London. 
Tae Бтоск EXCHANGE OrriciaL Yrsr Book, Vor. II. 
Editor-in-Chief; Sir Hewitt Skinner, Bt. 1611-3563 pp. + 
combined index for both volumes. 10 x 7. Vols. I and II 
£7 net. Thomas Skinner & Co (Publishers) Ltd, London. 

REGISTER or DEFUNCT AND OTHER COMPANIES, removed 
from the Stock Exchange Official Year Book. 512 pp. 
10X7. 30s including tage. Thomas Skinner & 
(Publishers) Ltd, Landon. 
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А FIRST ÁPPROACH TO Economics, by E. -Victor Morgan. 
viii + 456 pp.-9 X 5$. aor net. Sir Isaac Pitman & Sons 
Ltd, London. 

La GESTION PREVISIONELLE ET. CONTROLEE DE L’ ENTERPRISE, 
by R. B. Thibert (E. C.) xiii + 265 pp. 8i x sh. 

. 1750 frs. Dunod, 92 Rue Bonaparte, Paris, 6e. 

THE PRACTICE OF MANAGEMENT, by Peter Е. Drucker. 
vii-+346 pp.--index. 9 x 6,.25s net.. William Heinemann 
Ltd, London. 
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INFORMATION Рвосеззума EquiPMENT, edited by M. P. 
Doss. 270 pp. 9X6. 705 net. Reinhold Publishing Cor- 
poration, New York; Chapman & Hall Ltd, London. 

Tre Srupent’s Сілре то Company Law, by Frank Н. 
Jones, F.A.C.C.A., A.C.L.8. xxiiid-394 рр: BEX sh 19 ба 
net. Jordan & Sons Ltd, London: . 

OUTLINE oF Work STUDY: PART II, Метнор Бе 
Xid-72 pp. 9X6 (paper cover). 7s 6d net. British Insti- 
tute of Management, London. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Half-time Results’ 
SIR, ~ — Apropos the letter of Mr R. С. N. Price from 
Madras on the above subject September 17th issue, 
allow me to point out that his unqualified statement 
that ‘the vast majority of shareholders are interested 
primarily in dividends only’ is founded on wrong 
premises. 

- The-statement ignores a most vital part of modern 
economic activity, i.e. the speculation in equity and 
` preferred stocks (and even debentures) from Wall 
Street to Bombay. The present universal boom and 
buoyancy in -scrips of all classes has been unanimously 
attributed primarily to causes other than ‘dividend 
prospects’. The major unit of shares of most public 
companies is in the grip of the speculative compass, 
and stock value fluctuation is based on an academic 
and analytical study of balance sheets. How else would 
Mr Price explain the chronic speculation Tempat in 
the fixed-yield scrips? 

His statement would, therefore, be true only: of a 
small. minority of shareholders, ' who are akin to 
‘absentee financiers’, . 
: Yours faithfully, 
· Bombay. OS KRISHNAMURTI. 

Accountants and Productivity. 
Sm, —Ав а practising accountant who is closely 
connected with the affairs of a local productivity 
committee, I have noted with interest the remarks 
af the President of the Institute at the recent autumn 
meeting. 


There can be no doubt that accountants in practice, А 


as well as those in industry, сап do much to aid pro- 
duction in our factories, but unfortunately I fear that 
many accountants and the industrial managements 
they serve do not always readily appreciate the wide 
possibilities in this respect. Management accounting 
in all its various aspects should certainly not be 
regarded as the prerogative of self-styled experts. 

I learn from a recent Т V programme that a penny 
whistle now costs 15 xod and upon the assumption that 
this simple fact is correct, it is surely indicative of a 
trend of economic events which can and must be 
arrested by every section of the community. Аз 
practising accountants, we must play our part in 
improving industrial efficiency in order that the 
national standard of living is maintained. 


А. substantial proportion of our national output is 
produced by a large number of relatively small 
manufacturers, many of whom can be counted 
amongst our clients. А large number of these manu- 
facturers ѕеет to be concerned only with the overall 
results disclosed in their annual financial statements 
and even in this day and age it is amazing how little | 
attention many of them pay to such vital matters as 
costing methods and systems of budgetary control. 
These, with other modern accounting techniques, 
can be the most effective tools of management and 
I would submit that it is our business to ensure that, 
our clients are properly equipped in this respect; If 
we confine ourselves, as a profession; to our more 
traditional functions of auditors and taxation advisers 
our constructive contribution is necessarily limited 
in its effect and is regarded accordingly. We must 
therefore extend our advice to cover all aspects of 
management accounting for those of our clients who 
cannot, or do not, employ a resident accountant to 
assist them in these positive matters. 

The acceptance of this additional function bs: many 
practising members of our profession may well 
necessitate a much closer study of industrial methods 
and factory accounting than has hitherto been, 
customary; it may even point to an advantage to be’ 
gained by amalgamations amongst smaller and. 
medium-sized firms so that a partner may be avail- 
able to specialize in these particular subjects. It may 
also call for the payment of more attractive salaries 
in order that we would be able to supplement our 
already diminishing staffs. 

In the first instance, an exchange of view between 
practising and industrial accountants would be useful: 
and to this end it is encouraging to note that short 
residential courses are now being arranged: by some 
district societies to review the whole field of manage- 
ment accounting. Secondly, those who have already 
gained experience in this respect should offer their 
services as lecturers or advisers to their local societies 
and to the local productivity committees which 
have now been established by the British Productivity 
Council throughout the country. The latter course 
would be an excellent indication to the many in- 
dustrialists who support the productivity committees 
that practising accountants as a profession are fitted 
and willing to play a vital part in their campaign. 
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We have heard much in the post-war years of the 
activities of firms of industrial consultants. In some 
professional circles, these remarks may not always 
have been complimentary, but we must face the fact 
that the best of these firms have been doing an ex- 
cellent job for British industry, especially in the 
fields of work study, time and motion study, and the 
planning of incentive schemes based on such tech- 
niques. That these firms have also been advising on 
factory accounting subjects is not to be regarded as 
surprising whilst we have been so greatly preoccupied 
with the accepted routines of our practices. It is 
probably true that such practical subjects as work 
study etc. are of such a technical nature that they are 
beyond our present scope, but in the wide field of 
management accounting we must, if we are to march 
with the times, fit ourselves well so that we are 


regarded as being fully proficient and our consequent - 


ability to aid productivity in this respect must, by 
some means, be made known to our clients. 
I sincerely hope that the President’s remarks will 


be regarded as а call to action and that practising ` 


members of the Institute will lead the way in im- 
plementing his wise advice. 
Yours faithfully, 
PHILIP C. LOYD. 
Liverpool. 


Horse-power per Worker 


Sir, – Whilst a document issued by the British 
Productivity Council stated that there is 8 horse- 
power behind every American worker but only 34 
horse-power behind every British worker, the 
President of the Institute looked at the reverse of the 
coin when he stated that amongst the necessary 
factors are 

‘the more efficient use of our existing plant by better 
' organization - and the. elimination of restrictive 
' practices on whichever side of industry they may 

exist’. 

Examination of some of the productivity team 


reports reveals that in certain cases the bare statement 


would be valid in the form that 

‘in some American factories there is 1 worker behind 

every 8 horse-power as compared with 2 and 2/7ths 

workers behind every 8 horse-power in Britain’. 
This is attributable to many factors, amongst which 
are surely the more widespread acceptance and use 
of work study and work measurement. 

Yours faithfully, 
POWER FACTOR. 


| Booking System: Dairy Business 

Sm,-I have a client carrying on.a retail dairy 
business and in view of the extreme difficulty in 
obtaining roundsmen, the principals are compelled 
frequently to undertake delivery themselves. This 
means that with the multiplicity of entries involved 
in the system which prevails at present, a heavy 
burden falls on them. 


At. present, in. addition to the monthly *pass-books" 
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held by a very large number of customers, the detail 
therein ia entered first in the round book carried by 
the roundsman and from there transferred to the 
dairy ledger. In fact, therefore, the entries are 
triplicated. 

Has any reader experience of another system for 
this type of business which reduces the clerical work 
while giving the information required? 

у Yours faithfully, 
PERPLEXED. 


Retail Fish Shop: Gross Profit 


Sm, – We have clients running a retail fish shop in a 
small town who normally expect a rate of gross profit . 
of about 25 per cent on sales. They have observed, 
however, in recent years, that for a period of a week 


„ог two around Easter, the rate of gross profit drops 


to practically 20 per cent. ‘They are interested to know 
if this is common in the trade, and also to know the 
reason for this. If readers can put forward suggest- 
ions, we shall be most interested. 
Yours faithfully, 
JACK SPRATT. 


Is Your Death Duty Really Necessary? 
Sir, – Sir V. C. B. smiled wryly 
At the nalveness of Mr Wayne, | 
He didn’t even need to start 
Straining at his brain. 


With a cry of ‘Up and at ’em’ 
To the Inland Revenue Board, 
The Ministry got all eager 
For a dipping in the hoard. 


Sweet memories of Coventry, , 
In nineteen forty-nine, 

There are cheers and jubilation, 
We now know ‘What’s our line.’ 


No blind eye to our spy-glass 

But we know we're never whacked, 
Part 2 and Section twenty-six, 

Of the Nineteen fifty Act, 


‘They've got a Special dection now | 


It’s s realy & very simple, 
And it's wider than before. 


The Revenue can disallow 
Anything they please, 
: And black is white or even black, 
- And the moon is made of cheese.’ 


Accountants now are happy, 
They garden all day long, 
There isn’t need to argue 
They know they are always wrong. 
Yours faithfully, — 
Newcastle upon Tyne. N. COOPER BAILEY 


[Mr Wayne’s letter was published in our issue of 
August 27th, 1955. — Editor.] 
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TAXATION CONFERENCE 
A RECORD ATTENDANCE IN BRIGHTON 


Outstanding Success of Fifth Annual Event 


Five years ago, in an article recording the first of the 
conferences organized by our contemporary Taxation, 
we congratulated the organizers of ‘this novel con- 
ference’ on its ‘resounding success’. 

No report of the conference held in Brighton last 
week-end would be adequate without repetition of these 
congratulations and without emphasis again being laid 
on the success which has once more been achieved by 
a conference now by no means ‘novel’, as it has 
established for itself a rightful place in the annual 
events of the profession. 

Each of our reports of the previous Taxation 
conferences has referred to the record attendance. 
Once again we must use the same adjective. This time 


there were well over 1,200 ladies and gentlemen and, 
as Mr Staples points out in his inaugural address — 
extracts from which we reproduce below — there were 
representatives from all parts of Great Britain and 
from many other countries. Аз on previous occasions, 
the weather was unusually fine, with bright sunshine. 
This, and the efficiency of the organization of so 
large a meeting, ensured that those attending found 
both enjoyment and instruction from their time in 
Brighton. · 

Mr Ronald Staples, Founder-editor of Таханоп, 
presided over the conference which, as announced in a 
previous issue, began on the afternoon of Friday, 
October 14th, and ended last Monday afternoon. 


CHAIRMAN’S INAUGURAL ADDRESS 


We reproduce below extracts from the inaugural 
address of Mr Ronald Staples, which was delivered in 
the Dome, Brighton, where all business sessions were 
held. He said: М 


More than 1,200 people have shown themselves 
sufficiently interested in the technical subjects we are 
going to discuss, to join us here today, Representatives 
have come from all parts of the country and from the 
Channel Islands, Cyprus, France, Germany, Malta, 
Pakistan, Palestine, Sudan, Switzerland and the 
United States. To all these we extend a most hearty 
welcome. 

Complexity of the Law 


Taxation, perforce, interests more people than any 
other financial subject, yet thousands pay their tax 
every year without having the slightest idea whether 
the sum demanded from them by the officials is more 
or less than the law requires them to pay. The accumu- 
lation of increasingly complex legislation which goes 
to make up our taxing code stems from the old triple 
assessment which existed before the time of Pitt and, 
as one learned judge had it, ‘it is enough to puzzle one’s 
head off’, It.is a disturbing thought that not one tax- 
payer in a thousand is able to check for himself the 
correctness or otherwise of what is usually the largest 
single bite out of his income. 

During the last hundred years a number of official 
committees and royal commissions, made up of the 
foremost experts of the day, have sought to simplify 
the lumbering legal machinery of taxation and to make 
clearer to the taxpayer what is required of him; yet 
year after year the law has become more complex and 
the professional advisers to the taxpayer have been 
harder pressed. 

Had it not been for the more ready co-operation in 
recent years of tax officials with the taxpayer's advisers, 
the whole system would have broken down. Today, 
despite the antiquated legal machinery, our taxing 
, 8ystem succeeds only because we have the most patient 
and long-suffering body of taxpayers with highly- 
trained and trustworthy professional advisers at their 


command and the finest band of officials to administer 
the laws. 

To hope for a simpler taxing system in our complex 
society is like crying for the moon. 


New Offensive Against Evasion 


Tax officials and practitioners alike have been over- 
burdened with work during and since the war. In the 
course of the post-war years more officials have been 
trained to be ready to take part in the great offensive 
against tax evaders which is now being launched. At 
the moment, 36,000 taxpayers all over the country are 
on the waiting list for special inquiry by the Inspectors, 
and in the next two years, millions of pounds will be 
extracted from them in back duty. Wise are those tax- 
payers who have defrauded the Revenue if they make 
a voluntary and complete disclosure of their misdeeds 
before their particular cases are taken up for inquiry. 
Only in this way can they almost certainly avoid the 
possibility of a prosecution. I believe that an official 
warning to this effect should be made in the public 
Tess, 
The Pincer Movement 


Industry is by far the largest contributor to the 
national Exchequer, yet today industrialists are 
struggling within the pincer movement of the tax- 
gatherer and the bank manager. Little consolation 
comes to them from the knowledge that up to the 
present no real curb seems to have been applied to. 
public expenditure, nor from the fact that we can 
apparently still afford to charter a taxi-cab at a cost of 
£220 a year to take one five-year-old boy to school. 
On industry the prosperity of the country depends, 
and it is on industry that the very existence of our 
profession rests. Industry must find that the accountant 
is a better friend than the politician. 

At our conference at Harrogate a year ago I was so. 
bold as to forecast that if his Budget in April 1955,. 
Mr Butler would introduce substantial reliefs which 
would do much to recreate that zest for endeavour 
which was so rapidly losing its edge. If the Chancellor 
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of the Exchequer should introduce a Budget this 
autumn I feel sure he will not increase direct taxation. 
Nor do I expect any material changes either way next 
April. It is a matter of regret that the benefits the 
Chancellor of the Exchequer was able to give last April 
could not have formed the basis of a long series of 
health-giving reliefs to industry. 

Real consolation can come to the taxpayer only from 
а relentless pruning of the spending departments. We 
must embark on no expenditure which the country 
‘cannot afford, no matter how laudable may be the 
object. Not until this policy dominates the powers that 
be can we hope for a halt in the march of inflation and 
for some prospect of a substantial reduction in the tax 
burden we have so long sustained. (Applause.) 


Presentation of The Ronald Staples Gold Medal 


At the conclusion of his address, the chairman intro- 
duced the Mayor of Brighton, Alderman J. A. Trevelyan 
Leak, j.p., who offered a civic welcome to those attend- 
ing the conference. 

'ÜThe chairman then made a few remarks on the 
subject of the 1954 Taxation Diploma Examination, 
saying that of the yoo candidates who had entered, 
зоо had passed. He called on Mr С. R. Clapperton, 
to whom he presented, amid applause, the Ronald 
Staples Gold Medal for outstanding merit in the 1954 
Taxation Diploma examination. Не congratulated 
Mr Clapperton on his success and wished him well 
in the future. 


Profit-sharing and Employee-shareholding 


The first paper of the conference, delivered after the 
proceedings described above, was by Mr Halford 
Reddish, F.c.A., chairman and managing director of 
The Rugby Portland Cement Co Ltd, who took as his 
subject ‘Profit-sharing and employee-shareholding'. 
On this occasion, Alderman Sir Harold Gillett, m.c., 
Е.С.А., a member of the Council of The Institute of 
Chartered Accountants in England and Wales, was in 
the chair. 


No scheme of profit-sharing or employee-shareholding, 
said Mr Reddish, could hope to succeed unless built on a 
firm foundation of confidence and esprit de corps. Loyalty 
and goodwill on thé part of people working in an industrial 
enterprise could not be bought for cash. 

The speaker criticized the drawing of distinctions between 
the directors and higher members of the staff on one side, 
and all the other employees on the other; in his view they 
all formed one team. It was with this in mind that he 
introduced a profit-sharing scheme twenty years ago. 
Under it, every employee was treated as holding a notional 
number of ordinary shares and if his conduct was satisfactory 
he received a bonus equal to the dividend on them. How- 
ever, inflation and high taxation made it difficult for a 
man relying on earnings to provide for old age. Hence the 
new scheme introduced by the speaker last year. A special 
class of 1s ‘A’ shares was created and allotted, half to 
ordinary shareholders, half to employees. They did not 
rank for dividend unless a very high profit figure was 
reached and a specific minimum dividend was paid on the 
ordinary shares. If those conditions were fulfilled, the ‘A’ 
shares were entitled to a proportion of any profit over the 
fixed sum, subject to a maximum of 124 per cent of net 
profit. This proportion could be distributed in dividend or 
carried forward ~ ог partly the one and partly the other, as 
the directors might decide. On a winding-up, the ‘A’ shares 
would have a right to the amount paid up on them plus 
the amount carried forward, but no further right to partici- 
pate in assets or profits. The holders had no right as such to 
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attend or vote at any annual general meeting of the com- 
pany. 

For the purpose of allocation of ‘A’ shares among 
employees, the latter were divided into groups based on 
pay, responsibility and status. Тће first group were offered 
250 shares each, with increased maximum amounts for 
members of higher groups. Employees could only sell them 
at par, ie. for the same amount as they had paid, and were 
obliged to sell on leaving the company's employment. 
Purchases were made by a small company formed for the 
purpose, and shares so acquired were to be resold to new 
employees, or to old employees entering a new group. On 
his death, or on his reaching the retiring age, an employee's 
‘A’ shares could be sold at market value, which had been 
as high as 332. The scheme was thus of great benefit for 
providing for dependants or old age. 

On the income tax aspect, Mr Reddish cited the case of 
Ede v. Cornwell. If ‘A’ shares were worth more than par 
to an employee when he bought them, the excess was 
assessable under Schedule E, but in view of the restrictions 
on transfer at a price above par, at thé time the shares 
were acquired, the precise value would ultimately be a 
matter for the Commissioners. However, the Inland 
Revenue were reasonable in these matters. The speaker 
did not favour special legislation to exempt from Schedule 
E an emolument which consisted of the excess of the value 
of a share over the price paid by the employee. Another 
privileged class would only further distort our income tax 
legislation. 

In his closing remarks, Mr Reddish observed that the 
ensuring of peace and happiness in industry was not a job 
for politicians, but for industrialists, and the tax advisers 
to these latter had an important part to play. 

As was to prove customary with all these addresses, 
there was brisk questioning at the conclusion. 


Cocktail Party 


As a delightful rounding-off to the day's activities, 
there was a cocktail party for members and their ladies, 
given by the editor of Taxation and held in the Royal 
Pavilion, which proved an elegant setting for such a 
pleasing occasion. 


Mock Appeal Meeting 
The proceedings on the Saturday morning commenced 
with two mock appeal meetings, refreshments being 
served during a break. 

In these mock appeals, the ‘Commissioners’ heard 
(1) a case involving points from Schedule D computa- 
-tions and (2) a case involving profits tax. 

The ‘Chairman of Commissioners’ was Mr W. 
Macfarlane Gray, F.A.C.C.A., President of The Associa- 
tion of Certified and Corporate Accountants, and the 
‘Commissioners’ were Messrs B. E. C. Ogle, M.A., 
LL.B., and Н. Е. Carpenter, C.B.E., F.S.A.A., Е.С.1.8., 
with Mr R. C. Pascoe, J.P., as ‘Clerk to the Com- 
missioners’, 

In the first mock appeal the appellants were 
‘Engineers (Brighton) Ltd’ with Mr D. Finfer as 
‘witness’, Mr Н. A. R. J. Wilson, F.C.A., F.S.A.A., 
appearing for the ‘appellants’ and Mr John Margetts, 
A.C.A., as the ‘accountant’. “Н.М. Inspector of Taxes’ 
was Mr E. H. Gordon, Senior Principal Inspector of 
Taxes. There was a change in the second mock appeal 
in that Mr R. Taylor was the ‘appellant’. 


Entertainment for the Ladies 
While the members were engaged in the business 
proceedings, the ladies enjoyed a coach tour of some 
of the beauty spots of Sussex. 
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‘Family Businesses: Taxation and Death Duties 


On the Saturday afternoon there were two addresses. 
The first was given by Mr C. N. Beattie, LL.B., the 
chairman during his address being Mr Robert A. 
Allan, D.8.0., O.B.E., МР. 

Mr Beattie took as his subject ‘Family businesses: 
taxation and death duties’. 


He said that-in the field of taxation of profits he would 
deal with the problems of taking money out of a company; 
in the death duties field he would deal with the valuation of 
shares on an assets basis. (Finance Act, 1940, Section 55.) 
After disposing ` of the more obvious ways of turning to 
account one’s holding in a family company -and their 
drawbacks ~ Mr Beattie mentioned such matters as bonus 
issues of preference shares, redeemable or otherwise, and 
bonus issues of debentures.. These devices tended to 
precipitate the withdrawal of the Chancellor's concession 
in relation to surtax directions. Much depended on the 
minimum period within which the bonus issue could be 
redeemed ~ the Special Commissioners seemed to have 
hardened somewhat in their attitude. It would probably be 
dangerous to make a bonus issue which was redeemable 
within Теза than twenty years. 

The speaker dealt with the device of paying a dividend 
out of capital profits. He stressed that the capital profit 
must be a realized one, not arising out of a mere writin 
up and that there should be no depletion of the issue 

capital. Not-all companies’ had power to pay dividends 
ot erwise than out of their business profits, but it was an 
easy matter to alter the articles. To determine the amount 
of the capital profit, for income tax purposes, it was neces- 
sary to take the full cost of the asset, i.e. to add back 
anything written off for depreciation. Even though the 
capital profits dividend as such did not attract surtax, it 
did increase the profits tax liability aince it was a distribu- 
tion to proprietors, It also jeopardized the company’s 
title to the benefit of the Chancellor's concession in relation 
to surtax directions. However, if a direction were made, the 
Revenue might lose more in profits tax than they gained in 
surtax. 


. Mr Beattie recommended the obtaining of a surtax 
clearance by submitting the company’s accounts each year 
to the Special Commissioners. Then, if a capital profits 
dividend were paid, the surtax directions, if any, would be 
confined to subsequent years. Turning to the yment of 
capital as such, the speaker said this was a toublesume and 
costly business. Moreover, it could forfeit the company's 
enjoyment of the Chancellor's concession. He was more in 
favour of a liquidation followed by reconstruction, a matter 
rather of forms and documents and getting them stamped. 
He outlined the profits tax and surtax repercussions of 
this device. 

Turning to’ the assets valuation of shäres, Mr Beattie 
expressed the view that it was fundamentally wrong to value 
shares in that way. The matter had been much complicated 
by the Finance Act, 1954; it had changed the rules about 
control, with the single exception of voting control. How- 
ever, although the Act seemed to make the ition worse, 
and certainly did. make it more complicated, the intention 
behind it was to take cases out of Section 55, not to bring 
them. іп – notwithstanding that, in the sp 8 opinion, 
it did bring in one or two cases which might not have been 
in before. Mr Beattie expounded the 1954 provisions, 
drawing attention to some unlooked-for implications. At the 
close of his address he answered a number of questions. 


The Royal Commission’s Report 
Ме Е. Heyworth Talbot, Q.c., then gave an address 
on “The Royal Commission’s Report on the Taxation of 
Profits and Income’. The chairman on this occasion 
was Mr E. Cassleton Elliott, C.B.E., F.8.A.A., a member 
of the conrei, of The Society of Incorporated Ac- 
countants. 
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Civic Reception ahd Dance А 
On the evening of the second day, there was а civic 
reception in the Royal Pavilion, after which the 
members and guests enjoyed dancing until midnight. - 
^ On arrival, they were greeted by Mr and Mrs Ronald 
Staples and by Alderman Dudeney, Deputy Mayor of 
Brighton, and Mrs Dudéney. 


Church Service 


Members of the conference and their ladies joined the 
congregation of the Parish Church of St Peter’ 8, 
Brighton, at morning prayer on the Sunday. 

The service was taken by the Reverend Canon 
D. H. Booth, Vicar of St Petèr’s and Rural Dean of 
Brighton. The first lesson was read by Mr Macfarlane 
Gray. 

Golf Competition 
A special eighteen-hole medal round .golf competition 
for the Taxation Challenge Cup took place on the 
Sunday on the course of the Brighton and Hove Golf 
Club. T'he winner was Mr Е. А. Palmer (10), who re- 
turned a score of 69, and the runner-up was Mr H. A. 
Nock, with a score of 7o. There were forty competitors. 


Schedule D: Disallowable Items 


On the last day of the conference, Monday, October 
17th, there was an address and a mock interview. 

Mr Douglas A. Clarke, LL.B., Р.С.А., a member of 
the Council of The Institute of Chartered Account- 
ants in England and Wales, took as his subject 'Sched- 
ule D: disallowable items’, On this occasion the 
chairman was Mr Garfield С. Goult, F.c.a. : 


'The paucity of legislation on the topic, said Mr Clarke, 
had allowed a considerable amount of practice to be worked 
out between the Inland Revenue and accountants. The 
intense public and private interest in the subject had, as 
might be expected, produced a system consonant with the. 
national character. However, there were periodic changes 
in the tax climate, vue occasionally a House of Lords 
decision might bring an important reversal or modifica- 
tion of outlook. Dealing first with the difficult problem of 
determining for tax purposes: the period in which an 

was incurred, the speaker cited the cases of Peter 
Merchant Ltd v. Stedeford (27 A.T.C. 342), Albion Rovers 
Football Club Ltd. о. CIR. G A.T.C. збо), Worsley 
Brewery Ltd v. ‘CIR. (11 A.T.C. 340) and Owen v. 


Southern Railay of Peru Ltd (33 A.T.C. 344). 


Mr Clarke then discussed the influence of accountancy 
practice on tax decisions and illustrated his remarks with 
references to some cases on stock valuation: Cock, Russell & 
Co Ltd v. C.I.R. (28 А.Т:С. 353); Asia Mill Ltd о. Ryan 
(до А.Т.С. 110) and Broadstone Mills Ltd о. Patrick 
(32 A. T.C. 464). He also referred to the Institute's evidence 
to the first Tucker Committee and to the report of that 
committee. Dealing with the difficult problem of construing 
the words ‘wholly. and exclusively’, especially where the 
motives for incurring an expense might be expected to be- 
mixed, Mr Clarke made reference to Kempster v. McKenzie 
(31 ATC. 207), Copeman v. William Flood & Sons Ltd 
(19 A.T.C. 521), Newsom v. Robertson (31 A.T.C. 429), 
Boarland v. Kramat Pulai Ltd (32 A.T.C. 377) and (on 
éntertaining professional clients) Beeson v. Bentleys, Stokes 
& Lowless Ltd (31 A.T.C. 229). He quoted the first Tucker 
report as saying that the Revenue regarded the decision in 
Lochgelly Iron & Coal Co Ltd о. Crawford ((1913] 6 Т.С. 


.267) as authority for dissecting an expense which was 


incurred for two or more different objects. He also pointed 
out that the Royal Commission considered that there was 
no need for statutory recognition of the right to apportion, 
Mr Clarke concluded his remarks’ on the "wholly: and 
exclusively’ topic with references. to Smiths ‘Potato Crisps 
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(2929) Ltd v. C.I.R. (aj AJT.C. 131) and CLLR. о. Dowdall 
O' Mahoney & Со Ltd (31 A.T.C, 126). He then dealt with 
some of the.more abstruse points in relation to the dis- 
allowance of expenses on the grounds that they are of a 
capital nature, mentioning such matters as the cost of 
private Acts, licences, leases, monopoly payments and 
company formation, and the distinction between the 
creation of a capital asset and its preservation. As to rights 
in land, the speaker drew attention to the fine distinction 
exemplified by the two cases of Golden Horse Shoe (New) 
Ltd о. Thurgood (12 A.T.C. 550) and Stow Bardolph Gravel 
Co Ltd v. Poole (33 A.T.C. 173). On the question of whether 
buildings are repaired or replaced, he quoted from Samuel 
& Co (Devondale) Ltd v. C.I.R. (зо A.T.C. 412); 
Lawrie v. C.I.R. (a1 A T.C. 357) and O'Grady v. Bullcroft 
Main Colleries Ltd (11 А.Т.С. 181), which also illustrate 
the fineness of the distinctions which can be drawn. 

'In this account of the development of the tax principles 
in relation to expenses, Mr Clarke mentioned the baneful 
effects of the well-known dictum in Strong & Co of Romsey 
Ltd v. Woodifield (5 'T.C. 215) and the way in which this 
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dictum had been assailed, both by subsequent cases, such 
as Morgan v. Tate & Lyle Ltd (32 А.Т.С. 152), and by the 
recommendations both of the Tucker Committee and of 
the majority of the Royal Commission. He made some apt 
comments on the views of the minority of the Commission. 
in this connection, and concluded with some shrewd 
remarks about the future. 


A Mock Interview 
The second part of the morning was devoted to a 
mock interview with the Inland Revenue Enquiry 
Branch regarding the settlement of a back duty case. 
In this, the ‘Inspector’ was Mr J. M. Cooper, 
А.А.С.С.А., A.C.LS., the ‘accountant? Mr Percy Е. 
Hughes, A.8.4.4., and the ‘client’ Mr L. C. Winterton, 
J-P., F.C.A. 

- For the Ladies 
"'here was a special mannequin parade in the Concert 
Hall Café on the West Pier for the ladies. This was 
much enjoyed. 


FOR STUDENTS 


AUDITING 
The Transfer Journal 


| 
The transfer journal gives access to all ledgers in an 
accounting system and for this reason alone it is a book 
which offers scope to anyone wishing to make improper 
entries in the ledgers. For example, if defalcations or 
irregularities are to be ‘covered up’ by making special 
entries in the books of account, the transfer journal is 
likely to be the easiest means of making such entries. 

As an example, the amount of an old debt might have 
been received and the cash misappropriated: the trans- 
fer journal might then be used to write off the debt 
as, being bad, with the thought that as it was an old 
balance, it would be unlikely that there would be any 
further inquiries about it. Alternatively, the mis- 
appropriation of cash might be concealed by trans- 
feiring to the debtor’s account a long-standing credit 
balance on another account, which another debtor had 
never claimed. | 

The entries to be found in a transfer journal are 
likely to be extremely varied and for this reason it is 


customary for a senior audit clerk to deal with the _ 


vouching of this book. The posting of entries may be 
checked by junior audit clerks, rather as an arithmetical 
operation, but only a high degree of skill and experience 
of the client’s affairs will enable the vouching to be 

performed efficiently. | 
|o In the majority of companies, special files of transfer 
journal vouchers are maintained, but these will seldom, 
if ever, give all the information necessary for the pur- 
poses of an audit. Contra entries, for instance, trans- 
ferring a credit balance from a supplier's account in 
the bought ledger to his account in the sales ledger, 
should be verified by reference to the creditor's 
statement. Deductions from wages may be verified with 
the wages book; entries relating to the purchase of 
property by reference to solicitors’ completion state- 
ments; those relating to the purchase or sale of shares 
(possibly as one of several transactions with stockbrokers 
in a single stock exchange 'acgount") by reference to the 
brokers’ notes and statement. 

In each case, it is necessary to consider what docu- 
mentary evidence should be available to substantiate 
thé entry recorded in.the transfer journal. Many-of the 


documents will be filed on correspondence files or with 


legal papers in the safe, or even with production re- 
cords (e.g. allocation of overhead expenses to depart- 
ments), and an inspection of only the transfer journal 
voucher files will seldom be adequate. Every journal 
entry will need to be the subject of special attention 
and the vouching of this book is not the simple routine 
matter which junior clerks often imagine it might be. 
In many companies, it is the rule for every entry in 
the transfer journal to be substantiated by a docket 
prepared by a member of the accounts department staff, 
'T'his is often the case in mechanized accounting systems, 
where the operators can most easily handle the informa- 
tion in docket form. Such dockets do not constitute 
proper vouchers, of course, and they are seldom of any 


great importance to the auditor. However, one may 


find that every such docket has to be approved by a 
senior member of the client's staff (e.g. an assistant 
accountant) before being passed to the machine section: 
in' such cases, it should. be ensured, at least by test 
checking, that the vouchers bear the initials of a person 
duly authorized to approve the dockets. · | 


INSTITUTE RECOMMENDATIONS 


No. VII. Disclosure of the financial position and 
results of subsidiary companies in the accounts 
of holding companies. 


Recommendation VII of The Institute of Chartered 
Accountants in England and Wales was published on 
February 12th, 1944. : 

The recommendation is made that in the case of 
every holding company, statements should be sub- 
mitted, with the published accounts, in the form of a 
consolidated balance sheet.and a consolidated profit 
and loss account. Details are given of the items which, 
in the opinion of the Institute, should appear in such 
statements. 

It will be appreciated that at the date of publication 
of this recommendation, the only statutory obligation 
in this matter was contained in Section 126, Companies 
Act, 1929. This required that i 
- ‘there shall be annexed to the balance sheet of the holdi 

company a statement . . . stating how the profits an 
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_ losses of the subsidiary company . . . have, во far as they 
: concern the holding company, been dealt with in, or for 
the purpose of, the holding company... .' 

This obligation has now been superseded by Section 
150, Companies Act, 1948, which requires holding 
companies to lay before the company in general meeting 
‘group accounts’, (There are certain exceptions.) 
There is no legal obligation for these ‘group accounts’ 


to be in the form of consolidated accounts, but. 


experience has shown that this form is usually the most 
suitable. Accordingly, the contents of Recommendation 
VII have now received almost universal adoption. 

One small feature of the original recommendation 
appears to have escaped general notice. This is clause 
(2) (а) which reads: 

‘Every consolidated statement should indicate the 
. nature: and measure of control adopted as а basis for 
the inclusion of subsidiary undertakings.’ 

The statutory definition of ‘holding’ and ‘subsidiary’ 
companies is contained in Section 154, Companies 
Act, 1948. It is a somewhat lengthy definition, but in 
the simplest of cases means that a company is a holding 
company if it holds more than half in nominal value of 
the other company’s equity share capital. Once the 
test has been decided, however, there is rio statutory 
obligation to explain to shareholders 'the nature and 
"measure of control adopted as a basis for the inclusion’. 

It is considered that this clause of the original recom- 
mendation, which has not received statutory recogni- 
tion, is still applicable, and that shareholders of a hold- 
ing company should be informed, for instance, which 
of its subsidiary companies is not a wholly-owned 
subsidiary. 


MERCANTILE LAW 


Ratification of Agencies 

А. popular subject in professional examinations is that 
of the ratification of the contracts made by agents and 
the terms and conditions on which this may be carried 
out. Ву ratification is meant the adoption of a contract 
which has been previously made and which has not 
hitherto been regarded as being a contract made by an 
‘agent for a principal. Normally, an agent will contract 
'as agent' and any documents that he may sign will 
show that he does not adopt the liabilities of a principal 
on such a coritract: In some cases, however, he may 
dispense with the descriptive wording and sign his 
name without such qualification; thé question then 
arises as to whether and when a principal may adopt 
a contract he has made as having been one made by the 
agent on behalf of the principal. 

Generally speaking, if a man makes a contract in 
his own name without indication that he is not a 
principal and without having any authority to act from 
such a principal, such a contract cannot be ratified. 
It is necessary that the principal must exist when the 
contract is made and when ratifying the contract the 
principal must have full details of the contract and be 
aware of the full circumstances in which it was made. 
The principal must also have contractual capacity both 
when the contract was made and when ratification is 
made. Some indication that the agent was acting as 
agent is also necessary, although it is not necessary 
that the principal's name had been disclosed at the time. 
However, if a principal was named on the occasion of 
the contract being made, that principal can ratify the 
. contract and it is not possible to substitute in a contract 
- of ratification one principal for another named one. 
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It might be added that ratification. is possible even 
without the consent of the agent; thus, if an agent makes 
а contract in the name of his principal solely with the 
intention of defrauding his principal, his principal 
may nevertheless ratify such a contract and derive 
the benefits from this, enforcing it if necessary against 
both the agent and the third party. 


TAXATION 
Due Dates for Payment 
Students are frequently confused by the various due 
dates for payment of taxes, and a short note on this 
topic may assist in clarifying t this matter. 
Income Tax 


Аз a general rule, income tax assessed under 
Schedules А, B, С or D is payable in one sum on 


`- January rst in the year of assessment. Thus, Schedule А 


tax for 1955—56 is due for payment on January 18t, 1956. 
'The exception to this generalization is that ‘where 
an assessment is raised on income which attracts earned 
income relief (i.e. Schedule B, or Schedule D, Cases 
I, II or VI) and the assessment is on an individual or 
a partnership, the tax is payable in two equal instal- 
ments, one on January rst in the year of assessment and 
the other on July 1st following the year of assessment. 
'l'hus income tax payable by a shopkeeper under a 
Schedule D, Case I assessment for 1955-56 will be 
due as to one-half on January ist, 1956, and one-half 
on July 1st, 1956. 
Pay-as-you-earn 
P.A.Y.E. must be deducted by tbe employer from 


‘salaries etc, at the time of their payment to the em- 


ployee. In this respect, ‘payment’ includes a construc- 
tive payment as, for example, where the sum in question 
is credited to the personal account of the employee. 
'The total amount of P.A.Y.E. deductions collected 
in any period of one month ending on the sth of each 
calendar month (less any refunds in the same period) 
is due for remittance to the Collector of Taxes not 
later than the r9th of that month. In practice, and with 
small firms where the monthly deductions are too 
small to warrant making а remittance, the Collector 
of Taxes will permit the employer to make a payment, 
say, every two months. This practice is quite commonly 
encountered, but it is not authorized by law, and the 
Collector of Taxes is entitled to insist upon а monthly 
remittance even if this should be only of one shilling. 
Surtax 
Surtax is payable in one sum on J anuary Ist following 
the year of assessment. Thus surtax in respect of in- 
come assessed for 1955—56 is not due for payment 


.until January 1st, 1957. 


Profits Tax 

Profits tax is due within one month of the date of the 
assessment. In practice, several months usually elapse 
between the end of the chargeable accounting period 
(usually the end of the company's financial year) and 
the issue of an assessment notice. In cases where the 
sums involved are small and the accounts are submitted 
within a reasonable time of the balance sheet date, 
the precise liability will be determined before the notice 
of assessment is issued. In other cases, an estimated 
assessment will be raised and the Inspector of 'Тахев 


-will seek a payment on account, usually of such an 
‘amount as is agreed between himself and the account- 


ant preparing the tax computations. 
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NOTES AND NOTICES 


тһе Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on October 4th, 1955, who 
completed their Fellowship or ae before 
October 2and, 1955. 


` Associates elected Fellows 

Baker, Stanley John; 1928, A.C.A; (Cooper & Cooper), 
27-28 Finsbury Square, London, 'EC2, and 21 Mincing 
Lane, London, EC3, and at Bolton and Manchester. 

Bouch, Kendal Whitehouse; 1935, A.C.A.; (Longcroft, 
Smith & Co), Capel House, New Broad Street, London, 
ЕС2, and (Reeves & Rothwell), 5 Laurence Pountney 
Lane, Cannon Street, London, ЕСА. 

Brooks, Reginald James; 1948, A.C.A.; Midland Bank 
Chambers, 152A Breck Road, Liverpool, 5. 

Bullas, Dermot Stanley; 1948, А.С. А. (Folkes 8; Campbell), 
15 and 17 Church Street, Stourbridge 

Clear, Sam Edward; 1944, A.C.A.; ("Ret & Co), Lime 

. Street, High Street, Bedford. 

Dobson, Joseph Ronald; 1950, А.С.А.; (*J. Е. Dobson & 
Co), 75 Duke Street, "Barrow-in- Furness, and at Ulver- 
ston. 

Heatherington, Ronald; 1947, A.C.A.; (*Seddon, Magnay 
&,Spoore), 46 Grainger Street, Newcastle upon Tyne, 1. 

Hunter, William Reginald; 1950, A.C.A; (FW. А, Hunter 
& Son), 3 Deacon Road, Widnes. 

Meyler, Jason Sidney; 1948, ACA; (J. Н. Penfold & 
Champ), 2 Marlborough Place, Brighton, 1. 

Miller, Geoffrey Hugh; 1948, A.C.A.; (Riddle & Miller), 
Bevois House, 27-30 Basinghall Street, London, EC2, 
and at Sevenoaks. 

Sarl, Leslie Arthur Henry; 1950, A.C.A.; (*Richard H. 
Nerney & Co), 141 Moorgate, London, ЕСа, and at 
Ilford and Southend-on-Sea. 

Weavers, Raymond Leonard; 1940, A.C.A.; aren & 
Co), 4 Great Winchester Street London, ЕС2. 

Young, William Read; 1950, АСА; (Reeves & Young), 

' 39-40 ,91 Margaret’s Street, Canterbury, and at Whit- 


stable. 
(Not in England or Wales) 

Greenwood, George Crossley, м.А.; 1936, A.C.A; (*Hamil- 
ton, Prin; le, Farrant & Co), Southern Life’ Building, 
88 Main treet, (P.O. Box 4153), Johannesburg, and at 
Cape Town and Durban. 


Admitted as Associates 
(Not in Practice) 
Lyster, Anthony Lyttelton, B.a., with Impey, Cudworth & 
Co, Finsbury House, Blomfield Street, London, ЕСа. 
Mendes da Costa, Judah Reginald, 21 Merrow Road, 
Cheam, Surrey. 
Pinches, Michael John, with Pannell, Crewdson & Hardy, 
9 Basinghall Street, London, ЕС2. 


Hire-purchase Statistics 


The Board of Trade are starting this month to 
collect hire-purchase statistics from shops and finance 
housés, and they invite any finance house ог retailer 
who has not received an invitation to contribute to 
these statistics and who is willing to do so, to send 
for a form from the Director ef Statistics, Board of 
Trade, Horse Guards Avenue, London, SW:. 


* placed against a Firm Name signifies that the Firm is not 





exclusively composed of members of the Institute. 


Personal: 


Messrs Lirron, PowNaLL, Вракку & Hicson, 
Chartered Accountants, of 42 Spring Gardens, 
Manchester, 2, announce that as from October rst, 
1955, they have admitted into partnership Mr 
WALTER S. ECCLES, A.C.A., previously employed as a 
senior member of their staff. The name of me Bim 
remains unchanged. 

Messrs T. C. SQuANCE & Sons, Chartered Хае 
ants, of 26 John Street, Sunderland, announce that 
as from October Ist, 1955, they have taken into 
partnership Mr John Norris, B.A.(CANTAB), A.C.A., 
who served his articles with the firm. The style of the 
firm will remain unchanged; `` 

Messrs James Watson & ‘Son, Chartered Ac- 
countants, of Lloyds Bank Chambers, Carlisle, 


. announce that Mr Kenneth Johnston Sharp, M.A., 


A.C.A., son of Mr Johnston Sharp, F.C.A., has been 
admitted into partnership. The name of the firm will 
remain unchanged. 

‘Messrs Tomsert Honce & Co, Chased Account- 
ants, announce that they have ‘removed their offices 
from Eastfield Drive, Liverpool, 17, to 15 Ramillies 
Avenue, Cheadle Hulme, Cheshire. Their telephone 
number is now Hulme Hall 167. Miss M. А. Т. 
HODGE, B.A., A.C.A., will continue to be available 
in Liverpool for consultation by appointment. 


Professional Notes 


Sir James Reid Young, C.A., F.C.L&, has been 
appointed deputy chairman of "International Com- 
bustion (Holdings) Ltd. 


Mr P. B. Lake, J.P., A.C.A., has been appointed a 
director of 'The National Steel Foundry (1914) Ltd, 
of Leven, Fife. 

Mr Н. C. Nicholson, J.P., F.c.a., a director of 
Beck & Co (Meters) Ltd, has been appointed deputy ' 
chairman of the company. 

Mr F. С. Allt, c.a., has been appointed managing 
director of Brocklehurst-Whiston Amalgamated Ltd, 
of Macclesfield, and of its subsidiary companies, 
Ormerod Bros Ltd, Brighouse, and Brocklehurst 
Yarns Ltd, Cardiff. He joined the firm as secretary 
and chief accountant in 1936 and was appointed to 
the board ten years later. 


Тће Association of Certifled and Corporate 
Accountants 


A luncheon meeting to be held by the Association at 
the Connaught Rooms, WC2, on October 31st, at 
12.30 for 1 p.m, will be addressed by Mr Frank 
Owen, O.B.E., former editor of the Daily Mail, on 
the subject of ' “The Street" ’. 

Members of the Association wishing to attend are 
invited to communicate with the Secretary, 22 
Bedford Square, London, WCz. 
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Committee on Bankruptcy Law Amendment 


Mr C. E. M. Emmerson, F.c.a., partner in the firm 
of Josolyne, Miles & Co, chartered accountants, is a 
member of a committee appointed by the President 
of the Board of Trade, after consultation with the 
Lord Chancellor and the Attorney-General to con- 
sider and report what amendments are desirable in 
(1) the Bankruptcy Acts, 1914 and 1926, more par- 
ticularly in regard to the provisions relating to the 
discharge of bankrupts; and (2) the Deeds of Arrange- 
ment Act, 1914. 


The chairman of the committee is His Honour : 


Judge J. B. Blagden, Joint Judge of Westminster 
County Court, and the other members are: Mr H. 
Beer, с.в., Under Secretary, Insurance and Com- 
. panies Department, Board of Trade; Mr H. Lloyd 

.Williams, Registrar, Brentford County Court; Mr 
Н. E. Peirce, O.B.&, J.P, а managing director of 
Hall & Co Ltd, builders’ merchants; and Mr N. B. 
Sherwell, О.В.Е., partner in Haslewood, Hare, Shirley 
Woolmer & Co, solicitors, 

Communications should be addressed to the Joint 
Secretaries, Bankruptcy Law Amendment Com- 
mittee, Board of Trade, Lacon House, Theobald’s 
Road, London, ҰС. 


Overseas Tax Officials Study 
: British System 


Tax officials from fourteen countries аге now in 
London for a two months’ course on taxation, 
arranged by the British Council in conjunction with 
the Treasury, the Board of Inland Revenue, the 
Department of Customs and Excise and The Insti- 
tute of Municipal Treasurers and Accountants. 

The course has been arranged in two parts. During 

the first half, which began last Monday, there is a 
series of lectures designed to provide a comprehensive 
picture of the British system of direct and indirect 
taxation, including the levying of taxes by local 
government authorities. Then, from November roth 
„ to December 17th, members of the course will 
disperse to devote. the remaining time to practical 
work within Government departments and, local 
cian authorities. 
. The thirty members of the course come from 
Burma, Ceylon, Egypt, Guatemala, India, Indonesia, 
Iraq, Jordan, Libya, Nepal, Nicaragua, Pakistan, 
Philippines and Vietnam. They are in Britain under 
United Nations awards, the Colombo Plan, or have 
been sent by their Governments. · 


The Institute's Ап пп Meeting 

In our report of the autumn meeting of The Institute 
of Chartered Accountants in England and Wales, 
published last week, the President of the Institute 
was reported as saying (at page 455): "They had 
reached the stage when published accounts were 
capable of being understood by those who were not 
trained in. their interpretation’. This’ report is 
incorrect as Mr Carrington did not use the word 
‘not’, which was printed in error. | 
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3 per cent Defence Bonds 
(Fourth Issue) Conversion Offer 


A conversion offer will be made on November 15th 
to holders of 3-per cent Defence Bonds (Fourth 
Issue) purchased between February ist, 1946 and 
April 3oth, 1946, which mature between February 
Ist, 1956 and April 3oth, 1956. Holders of these 
bonds will be offered conversion into 4 per cent 
Defence Bonds (Conversion Issue) on terms similar 
to those of the new 4 per cent Defence Bonds (Sub- 
scription Issue). Full detaila of the conversion offer 


will be announced at the time when the offer is made 


to holders in mid-November. 


'The Chartered Accountant 
: Students’ Society of London 
The following meetings of the London Students’ 
Society will be held during next week beginning 
October 24th: 


. Monday: ‘Practical Aspect? lectures for ` Intermediate 


students (at the Institute): ‘Costing’, by Mr F. T. Hunter, 
F.C.A., F.C. W.A.; “The work of executors and trustees’, by 
Mr M. W. Lockyer, A.I.B., “Banking practice’, by Mr 
Н. J. Witheridge, м.с., B.com. (Assistant Manager, 
Midland Bank, -Overseas Branch); ‘Assurance and 
insurance’, by Mr S. R. Fenwick, РС. (Manager, Home 
Accident Dept., Prudential Assurance Co). 

5.30 p.m. At the Institute: lecture on 'Policy for 
investing’, by Mr С. W. Joiner, A.1.B.(D1P.). Chairman: 
Mr Hugh T. Nicholson, Е.С.А. 

Tuesday: ‘Practical Aspect’ lectures for Intermediate 
students (at the Institute): ‘Dollars and sterling’ ,by Mr 
Hunter; ‘Accounting for management’, by Mr Ian 
Liddington, M.C., A.C.A. (The Fullers’ Earth Union Ltd); 
e accountant's place in an industrial organization', by 
e Н. Davison, А.С.А. (Chief Accountant, Courtaulds 
ха). 
ee Ee Squash Racquets v. The Bar Squash Racquets 
ub. 


Wednesday: ‘Practical * lectures for Final students 
at the Institute): ‘Building societies: their functions and 
ancial structure’, by Sir Bruce Wycherley, M.C., 
F.C.L8. (Managing "Director, Abbey National Buildin ing 
Society); ‘The finance of foreign trade’, by Mr G. 
Williamson (Manager, Midland Bank ank, Overseas Branch); 
‘Stock Exchange practice’, by Mr Р. "Legge (member of 
the Council of the Brock Exchange); ‘Receiverships and 
bankruptcy practice (including deeds of arrangement)’, 
by Mr Leslie Cork. 

55,30 p.m. (at the Library) Beginners’ debate on the 
motion "That to spare the rod is to spoil the child'. 

: 6 p.m.: Lecture and demonstration of National 
accounting machines (limited numbers). 

Thursday: "Practical Aspect’ lectures for Final students (at 
the Institute): "The chartered accountant and accounting 
mechanization’, by. Mr J: Sandford Smith, a.c.a.; “The 
consolidation of accounts in practice’, by Mr У. E. 
Parker, С.В.Е., F.C.A.j "The capital structure of limited 
companies', by Mr H. J. S. French, 0.B.E., B.c.L. (London 
E Yorkshire Trust Ltd). 

5 p.m. (in Guildhall) President’s Meeting: Address: 
by Sir Hartley Shawcross, Q.C., M.P., on “Your profession’. 

Friday, 1.30 p.m.: Visit to the Royal Mint (limited party). 

5.15 p.m. (at the Institute): Introductory course lec-. 
tures (1) ‘The nature of the items in final accounts’, by, 

. Mr Е. R. Porter, Р.С.А, A.C.W.A.; iG) "The ownership ‘and | 
gaea of a business’, by Mr P. Medd, Barrister-at- 


Tom (at Chelmsford): Lecture on ‘Profits tax’, by 
W. May, ВА, ACAD. 
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' Chartered Accountants’ Golfing Society 


The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at Berkshire Golf Club on 
Tuesday, September 27th, when forty-nine members 
attended. The leading returns and prize-winners were: 


MEDAL COMPETITION 

82— 9273 Wins first prize 

93—17==76 Wins second prize on 
better score over 
last nine holes 


В. A. Daniel 
H. Finden-Crofts 


Н. D. Nicholson 77— 1=76 Wins scratch prize 
А. C. Feasey 94—17—77 
J. B. Pittman 87—10=77 
R. Stephens 88—11=77 
A. W. Coleman 92—14=78 
Н. Mitchell Dawson 87— д=78 
R. D. Henderson 83— 5=78 
R. G. Pegler 83— 5-58 
D. J. Hawki 83— 4=79 
D. G. Richards 97—18—79 
Е. C. Н. Edwardson 95—15=80 
H. Lemmon 88— 8=80 
W. O. Newcomb 86— 6-8o 


GREENSOME BocEY 
W. B. Henderson (8) and D. E. Webb (9) 40 points 
Wins first prize 


R. D. Henderson (5) and M. Stuart Smith (10) 39 points 


Wins second prize 
P. F. Allday (9) and R. A. Daniel (9) 37 points 
C. 1. Steen (12) and T. С. Powell (12) 36 , 
P. Н, Blandy (18) and C. А. Chapman (24) 34 ,, 
J. B. Pittman (то) and E. Н. Wingfield (16) 34 ,, 


A. I. Todman (12) and A. C. Feasey (17) 34-4; 


‘TURQUAND-YOUNG CHALLENGE Сур 


The result of this competition was a tie between А. I. 
Todman and R, А. Daniel, both of whom had a total net 
aggregate of 156 for medal rounds played at the summer 
and autumn meetings. 


The Birmingham Chartered Accountant 
Students’ Society  - 
SITH ANNUAL RESIDENTIAL COURSE 
The sixth residential course, arranged by the Joint 
Lecture Committee of the Birmingham and District 
‘Society of Chartered Accountants and its associated 
Students’ Society, held at Ashorne Hill, near Leam- 
ington Spa, from October 7th to 1oth, was attended 
by 105 students. 
Separate lectures were given on each subject to the 
Intermediate and Final students by the following: 


Mr Н. P. Court, r.c.w.A. — Costing. 

Professor Donald Cousins, B.COM., A.C.A, — Панацеа and 
general financial knowledge. 

Mr Donald L. Forbes, J.P., F.c.A. ~ Taxation.. 

Mr В. Hall, LL.B. – Law. 

Mr Charles Romer-Lee, M.A., A.C.A. ~ Auditing. 

Mr D. E. Wilde, LL.B., САВ. — Executorship law. 
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In addition, Mr А. B. Measures, F.1.B., gave a talk 
on the first evening to all students on the subject of 
banking. À mock income tax appeal was held on the 
Iast evening, which was kindly arranged and acted by 
local Inspectors of Taxes, assisted by Messrs R. B. 
Dixon, F.c.4, D. Е. Dodd, T.D., F.C.A, and 8. 
Kitchen, F.C.4., as ‘General Commissioners’. 

During the course, a presentation was made by the 
chairman of the Joint Lecture Committee, Mr H. J. 
Gittoes, J.P., В.С.А., to Mr E. J. Newman, M.A., F.C.A., 
who until recently was hon. secretary of the Com- 
mittee, in recognition of his invaluable services over 
many years to the students’ tuition schemes. 


` Birmingham and District Chartered 
Accountants’ Golfing Society 


The autumn meeting of the Birmingham and 
District Chartered Accountants’ Golfing Society was 
held on September 22nd, at Edgbaston 

The winner of the cup presented by the Golfing 
Society for the morning medal round was Mr W. N. 
Dudley Evans who, playing off a handicap of four, 
had a gross score of 76. The runner-up was Mr T. M. 
Barlow, an articled clerk. 

After lunch, play continued with a Greensome 
competition which was again won by the Captain, 
Mr Walter C. Nelson, and his partner Mr 1. Е. 
Jones. Тће results were as follows: ` 


Morninc MEDAL 
Places 


i. W. N. Dudley Evans 76— 4-72 

а. Т. M. Barlow 6—24=72 | decided 
3. О. W. Thompson 6—14=72 | on last 
4. G. G. Goode 92—20=72) 9 holes 
5. J. Seedhouse, Jnr. 83—10=73 

6. 5. У. Lancaster 81— 8=73 

7. J. Seedhouse 82— 7=75 

8. H. W. Ноје 86—10=76 

9. H. D. Radford 95—18=77 

10. J, А. Greatorex 96—18=78 
її. L. Е. Jones 97—19=78 

12. E. В. Whitehouse jer ан 
13. F. A. Walker zn 
14. G. R. Watson dps 

15. E. S. Hall 103 —23=80 

16. M. Brookes. 91 — 10-81 

17. W. C. Nelson .go— 72:83 
` AFTERNOON GREENSOME 

т. W. C. Nelson and L. Е. Jones 78—13 =65 
a. Н. D. Radford and Е. 5. Hall 87—20f= 66} 
3. H. W. Holt and E. B. Whitehouse 86—17 =69 
4. W. N. D. Evans апа Е. А. Walker - 80—11 =69 
5. J. Seedhouse and J. Seedhouse, Jnr. z- 84704 
6. S. V. Lancaster and O. W. Thompson 83—11 ==72 
7. D. С. T. Crabbe and B, Walker oe imis 
8. К. W. Deacon and С. К. Watson 91—1 Iz4 
9. J. L. Smith and R. V. Newland 97—191— 774 
1o, M. 94—14 ==80 


Brookes and J. А, Greatorex 


JOHN FOORD & COMPANY 


56 VICTORIA STREET,.LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 





.- OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. - 
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The prizes were presented in the evening by the 
President, Mr S. Dixon, M.A., A.C.A, who then 
‘presided at the Society’s annual general meeting. 


Chartered Accountants’ Hockey Club 


‘The Chartered Accountant’s Hockey Club opened 
their season on October sth with a match played 
.at Purley, between the members and the articled 
clerks, The result was a draw, 1 — І. 

Although the members had the best of the ex- 
changes, the articled clerks were the first to score, 
Dann converting a centre from Myers. In the second 
‘half the members were at last rewarded for their 
efforts by a goal, Ellis being the scorer, The defences 
"were, for the most part, on top, Brown, for the 
members, being extremely steady ав were Ashton 
‘and Fyson for the articled clerks. 

The teams were as follows: 

Members: S. N. Elgar (Ilford); К. J. Brown (Purley) 
(Captain); D. A. Tripp (Surbiton); W. L. Mascarenhas 
(Mid-Surrey); C. J. Stewart (Dulwich); M. L. Coleman 
(Worthing); R. Purnell (Blackheath); S. Ward (Stevenage); 
С. А. Ellis (Chelmsford); E. Н. Head (Burgess Hill); D. С. 


Rigden (Bromley). · 
Articled Clerks: D. G. Hicks (Southgate Adelaide); 


A. R. Tunnicliffe (Surbiton) (Captain); C. Н. Fieth (Tulse 
Hill); С. 5. Dunn (Purley); W. Ashton (West Herts); 
D. R. Fyson (Cheam); R. A. Myers (Н.А.С.); J. M. Mann 
(Hawks); J. M. Dann (Polytechnic) М. L. Pecker 
(Hampstead). Ў 

Umpire: Н. D. Spottiswode. 

Marca with Law БОСТЕТУ 
A well-fought match played at Richmond on October 
12th with the Law Society also resulted in a draw, 
the score being five all. i 

Straight from the initial bully, Mallinson and Mann 
for the Institute ran away down the field and scored 
through the former; almost immediately the Law 
Society retaliated. This set the tone of play which was 
‘carried from one goal mouth to the other at a great 
‘pace. The Institute led by four goals to three at half- 
‘time, ` 

The second half had a few patches of scrappy 
-play, but on the whole the high standard of the first 
half was maintained, Rathbone scored a fifth goal for 
the Institute. The Law Society scored their fourth goal 
by taking advantage of a gap in the defence, and in 
‘the last ten minutes were awarded a penalty bully 
from which the equalizing goal was scored. The 
Institute team was: 

J. S. Kinross (Surbiton); C. H. Fieth (Tulse Hill); M. R. 
"I. Lowth (Southgate) (Captain); А. С. Stoughton-Harris 
(Hawks) W. Ashton (West Herts); W. L. Rowland vrley); 
А. C. А. Myers (H.A.C.); J. M. Mann (Hawks); R. J. C. 
Mallinson (Hampstead); S. D. Rathbone (Reigate); P. D. 
. "Clarke (Blackheath). 
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elsewhere, have written us on the subject of admission 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNIO 
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"Tax Workshop School’ in America 


The following paragraphs appear in the September 
issue of The Controller, New York: 


Tax SCHOOL ANNOUNCED 

The Tax Workshop School received a provisional charter 
from the Board of Regents of the University of the State of 
New York on August 1954, to operate a graduate school of 
taxation. The trustees have set up a development program 
under the direction of Jess J. Lappner, director, to make 
this charter absolute with the power to confer a master’s 
а in taxation. 

_ Since its organization, the Tax Workshop School has 
offered a very practical and complete training program in 
all phases of federal and state taxation and in such pro- 
cedural courses as Federal Tax Analysis and Research, and 
"Гах Practice and Procedure. 

Constantly striving to use the most effective methods of 
teaching, the Tax Workshop School has developed a highly 
successful ‘problem analysis’ method of teaching which is 
effectively used in small seminar-type classes. 

The faculty of the Тах Workshop, located at 480 Lexing- 
ton Avenue, New York, 17, N.Y., is composed of experi- 
enced tax men who help students develop skill in taxation 
through the use of provocative examples and tax problems, 
which are analysed by the class and teacher as a group. This 
serves to point up practical usage and theory and at the 
same time clarifies and stimulates the thinking of the 
student. 





SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or OCTOBER 2380, 1880 
Extract from leading article entitled 
CHARTERED ACCOUNTANTS. | 
Two correspondents, whose letters we, publish | 





to the Institute of Chartered Accountants, with 
particular reference to the time of practice qualifica- 
tion. We are quite ready to admit that there may be 
accountants who have only been in practice two years 
who are as much up to their work as, and on an 
equality in point of professional attainments with, 
accountants of three years' practice; but obviously 
some limit of time must be placed, and when lines are 
drawn: it not unfrequently happens that cases of 
individual hardship occur in consequence. But our, 
correspondents should remember that these conditions ' 
were practically fixed, as the preamble to the Charter 
indicates, not by one body of accountants, but by 
representatives of various societies, and may, therefore, 
be taken to represent the consensus of opinion as to, 
the actual period of practice which should be re- 
quired for admission under this clause. Moreover, the 
Council are by clause 14 armed with certain powers of 
dispensation to be exercised in prescribed manner; 
and this should suffice to remedy any case of personal 





_ hardship... . 
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AUTUMN BUDGET 


HE trend towards lighter direct taxation, which has marked 

recent budgets, was reversed on Wednesday, when 

MR BUTLER announced that, although income tax rates and 
allowances would remain unchanged, there would be an increase 
in the rate of profits tax from 224 to 274 per cent for distributed 
profits. The total yield from this will not be great, £38 million in 
a full year, but nothing this year and only {10 million in 1956-57. 
The change will, of course, tend to inhibit distributions and 
represent, perhaps, a token attack on inflation – the proportion of 
dividends to income of all kinds is very small. Moreover, the 
recent rise in dividends is not spectacular; for the first nine months 
of 1955 it represented a rise of 194 per cent (gross) over the 
corresponding period in 1954. 

The new rate will apply to accounting periods beginning on or 
after November rst, with the usual provision for splitting over- 
lapping periods. There will also be the usual provisions for ensur- 
ing that a company cannot avoid the increased rate by declaring, 
after October 26th, an increased dividend in respect of a pre- 
November period. This will work unfairly on those companies 
which have hitherto exercised restraint but had intended to step 
up dividends; besides exacerbating the problem of potential 
distribution charges. Incidentally, the CHANCELLOR has rejected 
the recommendation of the Royal Commission majority on this 
topic – on the rather surprising ground that it would have the 
most anomalous results. On the other hand, Mr BUTLER is ‘far 
from convinced’ by the arguments of the Royal Commission 
minority in favour of a capital gains tax. He thinks it premature to 
jump to conclusions, and most unwise to revert to any conception 
of an excess profits tax or a special contribution or levy. A mere 
5 per cent added to profits tax is not as terrible as any of these. 

One practice which was attacked by the minority but not 
mentioned by the majority was the device known as ‘dividend 
stripping', by which certain financial concerns have been able to 
extract the liquid reserves of companies free of surtax. Mr BuTLER 
has taken swift action against this and it seems likely that the 
necessary legislation, which will appear in the coming Finance Bill 
(and is bound to be complicated), will be retrospective. 

MR Butter also proposes to attack cases where exemption is’ 
claimed from tax on dividends paid out of past profits. Lloyd's 
underwriters are to be allowed greater surtax relief in respect of 
payments to funds to meet future losses. 

The only other tax changes are an increase of one-fifth in the 
main rates of purchase tax and the replacement of the 'D' schemes 
by flat rates of 5 and хо per cent. 

The Budget could well have been far worse. We shall review it 
in more detail next week. 
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STANDARD COSTING 
AND QUALITY CONTROL 


by J. A. REECE, B.Sc.(Econ)., F.C.W.A., A.LS. 


HE practical work of the cost accountant 

and the statistician in business covers a 

good deal of the same field. Efforts are 
being made to achieve co-ordination, and special 
importance attaches to the relationship between 
the -accounting technique of standard costing 
and the statistical technique of the quality 
control chart. These methods are widely used in 
industry, and in somewhat the same ways. 


Definitions 

Costing extends the book-keeping procedures of 
accounting to separate internal operations of the 
business. ‘The relevant characteristics of standard 
costing for the present discussion are: that current 
costs are compared with a pre-estimated standard 
for the current period, and that costs are segre- 
gated according to the person who is responsible 
. for incurring them. | 

А. quality control chart is an engineering 
device, on which current technical results are 
compared with a datum line based on past 
results for the same process, and variation in 
past results is used to judge if a current deviation 
is significant. Trend and spread in the successive 
- results are also studied for the purpose of control. 

An engineer may use a quality control chart 
to see how his material usage per unit of output 
for a routine process is varying over successive 
periods. He' can directly control technical opera- 


tions on the basis of the results shown on the 


chart. Quite separately from this he may have to 
explain to management a material usage variance 
as shown by the accountant. This variance does 
not, of itself, either explain or give technical 
control of the engineering operation. Labour 
efficiency can similarly be viewed in both these 


ways. The same types of production that favour : 


the use of a quality control chart are also likely 
to be suitable for standard costing. 


Material Usage 
Suppose that in an accounting period, say of 
four weeks, in a department using only one kind 
of direct material, Ps is the standard price per 
unit of material, Qs the standard quantity of 
material for actual output, and Qa is the 
actual material used. The material usage variance 
is then Ps(Qs—Qa). This is the accounting 


variance that the engineer may be called upon to 
explain. 

On the quality control chart the quantity of 
material per unit of output is averaged for a run 
of periods. Call the average x. This is the datum 
line. The deviation from this datum in the current 
period is, say, x’. This in the engineer’s own 
technical control. 

If there are п units of output in the current 
period, the material usage variance per unit of 
output is Ps (Qs— Qa)/n. 

A short calculation will show that x' is the 
same as (Qs—Qa)/n if x equals Qs/n. There 
appears to be no reason against using X for both 
purposes. 

Тће advantages of combining the two tech- 
niques into a single system are firstly, the engineer 
can translate the material usage variance presented 
to him into terms of his quality control chart, for - 
x' equals the material usage variance divided by 
n.Ps, both of which are readily known. Secondly, 
the management can be told in advance if the 
variance is significant, and if any important 
trends and fluctuations are occuring, for the 
material usage variance equals x'.n.Ps. This will 
save many unnecessary inquiries, and give an 
insight into the effect of technical control on costs. 
Thirdly, the process of management becomes 
simpler, if there is only one set of controls. 


More than One Material 
A further advantage arises when there is more 
than one technical operation. Suppose that there 
are two materials designated by (x'.m.Ps),, and 
(x’.n.Ps),. The sum of these is the material usage 
variance. It is possible for x’, to be less than х, 
while («’.nPs), is greater than (x’.n.Ps),. 

The engineer can then concentrate on exerting 
technical control on the material for which the 
financial ‘consequences are more important. This 
could be achieved by a simple subsidiary device 
on the quality control chart. 


Conclusion 
A standard costing system needs to include 
statistical control methods applied to the technical 
data from which it is built up. In this way the 


. effect of technical variations on costs can be seen, 


and realistic action can be taken. 
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INTESTATE ESTATES 


Election under Section 2 of the Intestates’ Estates Act, 1952 
by CYRIL A. WILLIAMS, A.C.LS. 


1952, replaces, in rather more workable 
terms, the provisions of Section 48 of the 
Administration of Estates Act, 1925. 
The 1952 Act provides that (on an intestacy) 
‘When a surviving husband or wife is entitled 
to a life interest in part of the residuary estate, 
and so elects, the personal representative shall 
, purchase or redeem the life interest by paying, the 
' capital value thereof to the tenant for life... . 


It should be noted that the section is express in 
its terms — the personal representative having по 
alternative (as he had under the 1925 Act) but 
to pay up. 


Sues 2 of the Intestates' Estates Act, 


'The Method of Valuation 


The rules set out in the Act for the ascertainment 
of the capital sum are four in number, as follows: 

Rule r. The annual income produced by the 
particular part of the estate being considered is 
to be ascertained on the basis of what it would be 
if the assets were reinvested in 24 per cent 
Consolidated Stock. | 

Rule 2. There shall be calculated the amount 
which would be required to purchase an immedi- 
ate life annuity from the National Debt Com- 
missioners (through the Post Office Savings Bank) 
of the amount as ascertained under Rule 1. 

Rule 3. Five per cent shall be deducted. 

Rule 4. Where the age of the life-tenant exceeds 
80 years a further deduction has to be made of 
5 per cent for each complete year by which the 


age of the life-tenant exceeds 80. Deductions 


‘under this rule are, however, subject to an over- 


riding proviso that the capital value may not be 
reduced to less than one and a half times the 
annual value as calculated under Rule 1. 


Notice 


An. election by a life-tenant must be made by 
giving written notice to all the personal repre- 
sentatives, except.in the instance where the life- 
tenant is himself the sole personal representa- 
tive. In this event, notice must be given to the 
Registrar of the Principal Probate Registry. This 
is a slight relaxation of the 1925 rules, which 
required the consent of the Court to be obtained 
in similar circumstances. 

Another relaxation of the law, worthy of note, 
is that an infant tenant for life may make ап 
effective election, although this, of course, does 
not enable the infant to give a valid receipt for 
the ‘capital moneys. Consequently, any capital 
fund could not be handed over until the life- 
tenant attains 21. Notice of an election must be 
made, either to the personal representative, or 
to the Registrar when appropriate, within twelve 
months from the grant of letters of administra- 
tion, although the Court has power to extend 
this time, in special cases, where sufficient reason 
can be shown. 

Once notice is given, an election is irrevocable, 
except with the express consent of the personal 
representative. There is no provision in the 


Approx. 


Price ruling on Gross 

Nominal Stock Exchange Annual 

Amount Description of Investment July 29th, 1955 Income 
£1,000 34 per cent War Loan 77-80 т 
£1,000 3 per cent Savings Bonds 1965/75 79-8a 30 
£1,000 3% per cent London County Consolidated Stock 1958/68 86-91 - 35 
£1,000 2} per cent Brighton Corporation Redeemable Stock 1957 ` 94-98 a5 
4,000 Marks & Spencer Ltd Ordinary 5s units 855—905 450 
1,000 East African Power & Lighting Co Ltd, Ordinary Shares 221 6d-24s ба 70 
£1,000 Alliance Trust Ltd, Ordinary Stock Iof-11 375 
£6,250 Chinese 5 per cent Reorganization Gold Loan (1913) (London) 14—17 - 
1,000 John Summers & Sons Ltd, Ordinary Shares 415 6d-438 64 8о 
£1,000 John Summers & Sons Ltd, rst Mortgage Debentures, 1975 93-97 ^^ 40 


Post-war Credits to a nominal value of £100 


Reversi nary Interest in the estate of O. L, D. Man, deceased, 


at £8,000 
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Act to permit the Registrar to accept notice of a. 


revocation. 
Property Excluded 

` Lastly, an election may only be made in respect 
of residuary estate which 18 in possession. Ал 
election may not be made in respect of a reversion. 
Where, however, an estate is partly in possession 
and partly in reversion, a very convenient proviso 
enables the interest to be theoretically divided into 
two parts, so that the estate which is in possession 
is regarded as one part, as to which election is 
possible, and the estate which is in reversion is 
regarded as a separate part, as to which no 
election is permitted to be made. 


Illustration 


Idow dies intestate on January 1st, 1955, and, 
under the rules of intestacy, his wife, W. Idow, 
aged 58, is entitled to a life interest in the invest- 
ments set outon page 495. The approximate annual 
income produced by these investments is shown, 
for purposes of comparison, but this is not a 
factor in the computation of the capital sum. 

On the assumption that the personal representa- 
tive decides to exercise the power to postpone 
conferred upon him by Section 33 of the Admin- 
istration of Estates Асе, 1925, it will be seen that, 


if she elects to do nothing, W. Idow will receive _ 


an income of approximately £1,140 per annum. 
Should the personal representative decide not to 
exercise this power, but instead to realize the 
non-trustee investments and to reinvest. in 
trustee securities, the income will be rather more – 
probably around £1,500 per annum. The widow 
may, however, elect to receive a capital sum in 
lieu of either of these incomes. How much that 
capital sum will amount to may be seen from the 
further table below: 
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This sum, invested in 24 per cent Consolidated 
Stock on July 29th, 1955 (on which day the stock 
was quoted at 58-61), would buy, at 59$, an 
amount of £62,023 2s 3d of stock and this, in 
turn, would produce an income of £1,550 115 6d 
annually. 

Next, inquiry should be made of the National 
Debt Commissioners or through the Post Office 
Savings Bank of the amount required to purchase 
an immediate annuity of this amount. А quota- 
tion from the relative table (which may be found 
in the current issue of the Post Office Guide) is 
set out below: 


Age When the average cost of 24 per 
last cent Consols is £58 15: or 
Birthday between £58 15s and {60 ros 
Males Females 
£s d £s d 
55 13 18 3 15 13 3 
56 I3 II 1 15 6 8 
57 13 3 IO I4 I9 II 
58 та 160 5 I4 I3 0 
59 та 9 0 14 5 II 
6o I2 1 5 13 18 8 ‘ 


N.B. – Alternative tables come into operation when the 
average price of Consols falls outside the limits 
mentioned. 


Therefore, an annuity of £1,550 113 6d £ s d 
could be bought for a female aged 58 
years for £1,550:575 X £14 138 od = 


Next, deduct 5 per cent (Rule 3) .. = 


22,715 18 5 
1,135 15 11 


Therefore the required capital sum = £21,580 2 6 





Special points to note in connection with the 
calculation are: 


(a) That the reversionary interest has to be 
excluded. When the reversion falls into 
possession the life-tenant will receive the 
income then produced by the investments 


Table to show the computation of the Capital Sum 


Middle Amount which 
rice on would be realized 
Nominal ly 29th, if sold on 
Amount Description of Investment 1955 July 29th, 1955 
ј s d 
#1000 3+ per cent War Loan 784 И о о 
£1,000 3 рег cent Savings Bonds, 1965/75 804 805 o o 
£1,000 34 per cent London County Consolidated Stock 1958/68 883 885 o o 
£1,000 at per cent Brighton Corporation Redeemable Stock, 1957 96 960 о o 
4,000 Marks & Spencer Ltd Ordinary 5s units 87: ба 17,500 о о 
1,000 East African Power & Lighting Со Ltd Ordinary Shares 23: ба 1,175 © o 
£1,000 Alliance Trust Ltd Ordihary Stock (£1) 10} 10,750 0 о 
£6,250 Chinese 5 per cent Reorganization Gold Loan (2913) London issue isk 968 15 o 
1,000 John Summers & Sons Ltd, Ordinary shares . 42s 6d 2,125 0 O 
£1,000 John Summers & Sons Ltd, 1st Mortgage Debenture Stock, 1975 . 5 950 o o 


Total amount which would be available for investment in 2f per cent 


Consols if all the above stocks and shares were sold 


£36,903 15 c 
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comprising the reversion.! It does not 
appear possible for the life-tenant then to 
call for the capital value of the life interest, 
as by that time, in the majority of instances, 
the necessary twelve months would have 
expired and it would not be possible then 
to serve a valid notice of election upon the 
personal representative. 

(b) That the Chinese Loan is included in the 
calculation, notwithstanding that no inter- 
est has been paid on this for many years. 

(c) That the post-war credits have been 
excluded. 'l'his procedure is, perhaps, 
open to criticism, but it seems to the 
writer more correct to treat a post-war 

, credit as ‘an interest in expectancy’ rather 
than as a ‘non-income producing asset’. 


! On an intestacy the rule in Re Chesterfield (Re the Eari of 
Chesterfield’s Trusts ((1883) 24 Ch.D. 643) does not apply – 
see Section 33 of the Administration of Estates Act, 1925. 
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On balance, therefore, the life-tenant has to 
choose between receiving an income of approxim- 
ately £1,140, subject to some fluctuation accord- 
ing to the fortunes of the stocks, or, alternatively, 
receiving a lump sum of a little over £21,500, 
which, invested in gilt-edged securities, would 
bring in about {goo per annum, but, in addition, 
she would have the right to deal freely with the 
£21,500 and could dispose of any balance 
remaining at her death by her own will. 

From the remainderman's point of view, it 
means that the balance of the estate (in this case 
£36,903 155 od — £21,580 25 6d— [15,323 125 64) 
is distributable immediately instead of on the 
death of the widow, at present aged only 58. How 
attractive or otherwise this would appear to a 
remainderman would depend entirely upon his 
age. If he were 9o he might be very pleased with 
the arrangement! 


RECENT DEVELOPMENTS IN TAXATION — II 


by J. E. TALBOT, F.C.A. 


Overseas profits 
ARIOUS proposals were made to the Royal 


Commission for alterations in the long-estab- > P 


lished principles governing the taxation of 
overseas profits. The Commission were unable to 
arrive at a unanimous recommendation on this difficult 
matter, but the majority acknowledge the force of the 
arguments for a measure of relief (over and above the 
existing tax-credit relief for double taxation), and 
propose that exemption from tax should be granted to 
the profits of special ‘overseas trade corporations’ so 
long as those profits remained undistributed. It is 
not very easy to derive a brief but comprehensive 
definition of an ‘overseas trade corporation’ from 
the long section of the main report dealing with this 
matter, but the expression appears to mean, basically, 
a company that derives all its income from overseas 
operations. It could still retain this status, even 
though it was under the central control of a board of 
directors in this country, purchased supplies and 
equipment here, and invested or retained in the 
United Kingdom funds that were temporarily 
uncommitted; but in other respects it would be 
strictly limited with regard to any internal activities. 
The Commission contemplate, none the less, that 
companies would be regarded as deriving all their 
income from overseas operations if their, exclusive 
business was (1) to extract or produce commodities 


The second part of an address delivered on October 8th at 
the autumn meeting of The Institute of Chartered Account- 
ants in England and Wales, held at Southport. The first part 
appeared in last week's issue, and the address will be 
concluded in the next issue. ; 


overseas and bring them to this country for sale; 
(ii) to manufacture here and sell abroad; or (iii) to 
urchase here and sell abroad. The report points 
out that: 'If there are not a great many existing 
corporations that correspond with this pattern, 
there is no reason why the structure of companies or 
groups ‘of companies should not be modified in 
due course so as to take advantage of the conditions 
of any exemption allowed.' 

47. Such a company would be required to deduct 
standard rate United Kingdom income tax from its 
dividends upon poos and the net amount of the 
dividend would be grossed-up in the normal way for 
the purpose of charging surtax on a shareholder’s 
income. Of the income tax so deducted the company 
would retain so much as was equivalent to the rate of 
overseas tax suffered on the profits distributed, 
and only the balance (if any) would be paid over to 
the Revenue. In other words, the company would 
pay no income tax on jts profits until it distributed 
some of them; and it would then pay, on the dis- 
tributed profits, only the difference between the 
overseas rate and the United Kingdom standard rate. 
In this way the company would obtain, as at present, 
a tax credit equal to the lower of the two rates on 
the doubly-taxed income; and, as'at present, the 
dividend counterfoil would doubtless state the ‘net 
United Kingdom rate’ by reference to which any 
relief or repayment claimed by the shareholder 
would have to be limited. In the case of dividends 
paid to a non-resident shareholder in an ‘overseas 
trade corporation’, the Commission, while making 
no positive recommendation, incline to the view that 


498 . 


no income tax should be deducted, partly on 
рга ciple and partly to attract foreign capital to 
nited Kingdom ventures. 


Double taxation relief 


48. The majority report advocates three extensions: 
(a) the removal of the limitations which exclude 
state, provincial and cantonal taxes imposed in non- 
Commonwealth countries, and overseas municipal 
taxes wherever imposed; (b) the recognition for 
unilateral relief of foreign indirect tax behind a 
minority shareholder's dividend; and (c) the reco 
tion for purposes of relief to the resident shareho der 
of indirect tax imposed on the dividend-paying 
company, not only by its country of residence, but 
also by another country in which it operates. 


49. Most of us who are concerned in the settlement 
of double tax relief claims will probably agree that 
these amendments, if- adopted, would improve the 
existing position. But they are relatively small points 
-mere adjustments of a complex system based 
largely on tax credits and much less on outright 
exemption — and one is driven to reflect once again 
upon the question whether this is necessarily the 
system. This fundamental aspect of double tax 
relief was very clearly stated in the following extract 
from the written evidence submitted to the Royal 
Commission by the Council of the Institute: 

"The Council is of opinion that the taxation nets of 
the United Kingdom and many other countries are 
cast too widely, with the result that the double 
taxation relief arrangements are excessively com- 
plex and yet are often inadequate to avoid hardship. 
The Council considers that the colossal and compli- 
cated volume of relief law which has been growing 
in the last few years would largely be unnecessary if 
overlapping governmental tax policies could be 
replaced, on a multilateral basis, by a wise and good- 
neighbourly policy of defining in principle whether 
particular sources of income should be assessable in 
the country of origin of the income or in the 
country of residence of the person entitled, with 
consequent exemption in the other country. Such а 
new approach would, of course, require much inter- 
national discussion and a satisfactory result could not 
be achieved in a short time. It is, however, considered 
that steps should be taken as soon as possible with 
a view to achieving this great measure of simpli- 
fication.' 


Corporate taxation 

50. The report devotes ec space to considering 
various possibilities of improving the present 
system of taxing companies and other corporate 
bodies. The minority recommend that company 
profits should no longer be subjected to income tax 
and profits tax, but should bear a flat-rate corporation 
profits tax — initially at до per cent but subsequently 
reduced to 335 per cent. Dividends and interest 
would continue to suffer income tax by deduction 
on payment, and these deductions would be paid 
over to the Inland Revenue as well as the corporation 
profits tax. On this basis, retained’ profits would get 
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off more lightly than at present, but dividends would 
effectively bear a double impost at a very heavy 
combined rate. 


51. This appears to correspond broadly with the 
principle followed in the United States and certain 
other countries, under which the company’s profits 
are taxed and then the dividends, in turn, are taxed 
on the stockholder. It has been the subject of in- 
creasing criticism, and in some countries where it is 
followed it has already been modified to some extent 
in the taxpayer’s favour. 


52. The majority consider and reject this solution. 
They ‘accept the criticism that it is double taxation 
to treat a company dividend as a wholly new source 
of income’. They recommend instead the retention 
of the existing charge of standard rate income tax 
upon the profits of companies and by deduction from 


. the dividends paid to their shareholders, and the 


simplification of the existing profits tax so as to 
convert it into a flat-rate tax on total profits. This 
would mean recasting the profits tax to the form 
which it took before 1947, except that if would remain 
chargeable only on corporate bodies, and — on the 
majority recommendation — the exemption and abate- 
ment reliefs would be dropped. The majority consider 
that the flat rate that would need to be imposed in 
order to produce the same yield as the present profits 
tax would be a good deal nearer to the lower rate of 
24 per cent than to the higher rate of 224 per cent. It 
is implicit in these recommendations that the potential 
liability for accumulated non-distribution relief 
would be cancelled when the recast form of profits 
tax came into force. Most of us will feel that the sooner 
this happens, the better. 


Basis of assessment 


53. The Commission are unanimous in recom- 
mending that the preceding-year basis of assessment, 
which remains the normal basis under Cases I to V 
of Schedule D, should be abolished where practicable 
and replaced by a current-year basis. They recognize 
that the preceding-year basis gives rise to many 
anomalies and complications, which lead in some 
cases to hardship and in others to tax avoidance; 
and this in'spite of such complex patchwork provisions 
as Section 17 of the Finance Act, 1954, dealing with 
company reconstructions without change of owner- 
ship. 

54. They felt unable, however, to recommend a 
clean sweep because of the practical necessities of 


maintaining the flow of revenue to the Exchequer, of 


preserving facilities for budget estimates and of 
solving transitional problems. Accordingly, they 
propose that, as regards Cases I and II, companies 
should transfer to the current-year basis, leaving 
individuals and partnerships on the preceding-year 
basis; and that, while Сазе ПІ assessments should 
remain based on the preceding year, Cases IV and 
V assessments should in future be based on the 
current year. 
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55. In considering these proposals, it is well to have 
in mind that, as compared with less than 200,000 
companies taxable under Cases I and II at the stand- 
ard rate, there are 1,500,000 individuals and partners 
liable at varying rates with different personal circum- 
stances; and that, as compared with 800,000 annual 
Case III assessments, there are only about 60,000 
under Cases IV and V. The administrative factor is, 
therefore, of great importance. 

56. Even with these amendments, however, the 
position as to bases of assessment would remain 
untidy and complicated, particularly in view of the 
proposal that each year, pending the ascertainment 
of their actual profits for assessment on the current- 
. year basis, companies should be provisionally assessed 
and should make provisional payments, and that, 
upon final adjustment, interest should be charged or 
allowed on the inevitable shortfall or excess of the 


provisional payment. None the less, it seems fair to. 


regard this partial and ad hoc solution as a step in 
the right direction and to hope that experience may 
lead in due course to much greater consistency. 


Surtax on controlled compantes 


| 57. In the case of companies other than pure 


investment companies, the Commission recommend 
a radical departure from the existing system, ie. 
they consider that in future the amounts of profits 
that is deemed to be distributed and apportioned 
under Section 245 should be only so much as the 
Special Commissioners or the appellate body shall 
decide to be the amount that ought reasonably to 
have been distributed. 


58. This proposal, if adopted, should remove the 
penal effect of the existing provisions, but it has 
Беер objected that the present legislation under which 
Ithe company’s total income may be apportioned to its 
'shareholders is at any rate certain, whereas it would 
be a very difficult matter for the Commissioners (or 
the Board of Referees on appeal) to decide positively 
what would have been a reasonable amount to dis- 
tribute. The Commission themselves supply the 
answer to this objection; they point out, very logically, 
that: ‘It must be very difficult to decide that a reason- 
able amount of a given figure has not been distributed 
— as is done now — without at the same time forming 
an opinion what that reasonable amount would have 
been.' 
Fluctuating incomes 
` 89. The Commission were not prepared to endorse 
the proposal of Tucker No. г that surtax on fluctuating 
incomes should be spread at the taxpayer's option by 
averaging the rate over a five-year period. Instead, 
they recommend unanimously that a fall in total 
income from one year to the next of at least 50 per 
cent should entitle the recipient to relief by averaging, 
and that this relief shouldeextend to income tax as 
well as surtax. They consider that, if this recommenda- 
tion were adopted, the spreading reliefs now given 
to authors should be discontinued. 
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Expenses (Schedule Е) 

бо. Of the several recommendations made by the 
majority in relation to the vexed subject of Schedule 
E expenses, perhaps those that will receive the widest 
welcome are that the Schedule E rule should be 
amended to permit the allowance of expenditure 
‘reasonably incurred for the appropriate performance’ 
of the duties of the office or employment; that the 
attempt to take so-called ‘home savings’ into account 
should be abandoned; and that a taxpayer following 
two or more separate callings should be allowed 
expenditure on travelling between his principal place 
of work and any place where a subsidiary calling is 
exercised. 'The minority dissent from all but the 
the third of these three proposals. 


Provistons for retirement . 

бт. The majority report of the Royal Commission ` 
endorses the majority recommendations of Tucker 
No. 2, subject to one qualification, ie. that the 
maximum amount that might be taken as a tax-free 
lump-sum benefit zn the case of new entrants to a scheme 
should be reduced from {10,000 to £2,000. 

62. The minority. consider that for new entrants 
lump-sum benefits should be abolished altogether. 
They further recommend the exclusion from the 
benefits of superannuation schemes of the self- 
employed and controlling directors, although they 
consider that such of the self-employed as are 
under Case II of Schedule D should be permitted 
through their professional associations to organize and 
administer superannuation funds on lines analogous 
to those laid down by Section 32, Finance Act, 1921 
(now Section 379, Income 'Tax Act, 1952). 

63. It follows, therefore, that both Tucker No. 2 
and the Royal Commission have been unanimous in 
accepting that suitable superannuation schemes for 
professional men should be accorded full tax relief. 
Surely we are now entitled to look to the Government 
for action. 

LEGISLATION 

64. At this stage it is probably well to recall that 
few of the matters discussed above have yet passed 
into law. Most of them are proposals for future 
statutory amendments and the accent should perhaps 
be on the word ‘future’, bearing in mind that one of 


: the amendments advocated by the 1920 Royal Com- 


mission was enacted as recently as 1949! It may, 
therefore, be salutary to turn now to some recent 
changes in the law itself. 


The Income Tax Act, 1952 

65. On April 6th, 1952, there came into force the 
Income Тах Act, 1952 — that monumental consolida- 
tion of the income tax provisions of some fifty earlier 
statutes. Its principal effect has been to introduce a 
certain order into the tax legislation, but it is an 
order that to many of us still remains stranger, and 
perhaps more irksome, than the familiar disorder 
with which we grew up. | 


The Finance Act, 1952 
General 


66. The consolidating Act’s purpose of leaving the 
law unchanged was not shared by its immediate 
successor, the Finance Act, 1952. This Act, among 
other things, imposed the excess profits levy, which 
was the subject of Mr Macdonald’s paper at Scar- 
borough in 1953. The levy survived for only two 
years, and at this stage in its long-drawn-out inter- 
ment I think the proper course will be to preserve a 
decent silence about it. 


67. In addition to a number of relieving provisions 
and improvements in the personal allowances and 
reliefs, plus a new relief for small incomes, the Act 
devoted eight sections to enacting some of the Tucker 
No. 1 recommendations touched on in paragraph 3 
above. Among the remaining sections were some that 
dealt with matters of fairly general interest. 


Cases П, IV and V of Schedule D 


68. Section 18 provides a- measure of relief in two 
sets of circumstances for income assessable under 
these cases: first, where a source ceases after having 
produced no income in the last two-years of assessment 
and, secondly, where a source continues to exist but 
has produced no income for six consecutive years. In 
either case, the familiar discontinuance rules may be 
applied as if the source had ceased in the year in 
which income last arose (or was remitted, depending 


on the method of assessment). This section "was 


complementary to Section 21 of the Finance Act, 
1951, which closed a loophole through which a new 
source of income could, in certain circumstances, 
escape assessment under these cases for one year. 
The two sections provide further examples of the 
_ complications resulting from patching the patchwork 
of the preceding-year basis; neither would be required 
if untaxed income were assessed on i: current-year 
basis. 


Capital allowances 

69. Тће Sixth Schedule set out to remove various 
anomalies brought to light by several years' experience 
of the Income Tax Act, 1945, mainly in relation to 
plant and machinery. Probably its most important 
effect was to authorize balancing allowances and 
charges in circumstances not covered by the earlier 
legislation, particularly in cases of permanent dis- 
continuance of a business. 


Profits tax 

70. Under Section 33, profits tax ceased to be a 
deduction for income tax and, at the same time, its 
rates were adjusted to the levels that still apply today. 
These changes, while relatively simple in themselves, 
gave rise to lengthy provisions dealing with various 
consequential and transitional matters. 


The Finance Act, 1953 
General 


71. This relatively kindly Act reduced the standard _ 
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rate of income tax (without increasing surtax rates), 
made minor improvements in some personal allow- 
ances, restored initial allowances, although with 
certain percentage changes, and adopted more of the 
Tucker No. 1 recommendations. 


Changes in partnerships 

72. Section тд gave effect to most of the Tucker 
No. 1 proposals for a revised scheme of tax assessment 
in cases of partnership changes. Its main result was 
to impose discontinuance treatment unless all the 
partners before and after the change elected in 
writing to preserve the preceding-year basis of assess- 
ment. It follows that nowadays any one partner can 
ensure discontinuance treatment merely by with- 
holding his signature to such a written election. This 
reversal of the rules previously in force was very 
properly accompanied by provisions enabling con- 
tinuing partners to carry forward their shares of losses 
and capital allowances, despite discontinuance treat- 
ment. The opportunity was taken also to remove any 
advantage from successive partnership changes on the 
lines illustrated by Osler v. Hall: 


Subvention payments 

73. The recognition for tax purposes of a payment 
made by one company in a group under an agreement 
to bear or share the loss of another member of the 
group was blessed by Tucker No. 1 and enacted by 
Section 20 of the Finance Áct, 1953. Welcome though 
it is, the operation of the section has been complicated 
by the need for ‘an agreement’, which seems a rather 
strained formality when it is borne in mind that the 
paying and receiving companies must be related by 
at least 75 per cent equity holdings and that a sub- 
vention needs to be minuted in any event. The 
Inland Revenue have, however, accepted that the 
agreement need not be under seal but may take the 
form of an exchange of letters, and that in the latter 
case 80 long as there is consideration for the payment 
the adequacy of the consideration in point of value 
will not be material. 

74. In the more common cases where an exchange 
of letters is considered adequate, no difficulty should 
normally arise when the subvention is to be paid by 
a holding company to a subsidiary, but it is not always 
easy to discover a suitable consideration for a sub- 
vention from subsidiary to parent or from one fellow- 
subsidiary to another. Ín some instances it may be 
considered necessary or desirable to execute a deed 
under seal. The disadvantage of so doing lies not only 
in the greater formality, but also in the fact that 
Stamp Offices claim ad valorem bond or covenant 
duty at 5s per cent on the subvention where its amount 
is known, or at least ascertainable, at the time of 
execution of the deed, and whether or not the amount 
is stated in the deed. The stamp duty position appears 
to be different where, Бег те the end of the accounting 
year, і.е. at a time when the amount cannot be deter- 
mined, a deed is executed undertaking to make a 


1 ([1932] 17 Т.С. 68; 1x A. T.C. 253). 
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subvention payment equal to the maximum amount 
authorized by Section 20. 

75. The agreement may provide for the paying 
company to bear or share in ‘losses or a particular loss’ 
of the receiving company. The plural presumably 
contemplates a series of losses over several years, but 
it seems that the period would have to be less than 
six years; if it could exceed six years the payments 
might well rank as annual payments and would then 
cease to be subvention payments within Section 20. 


#76. Subsection (7) ensures that a company paying 
a subvention shall receive one deduction and one 
deduction only in respect of the payment. But no 
protection is afforded to a receiving company assessed 
under the new business rules which has to bring its 
subvention receipt into more than one year’s assess- 
ment; this can produce a substantial hardship where 
the capital allowances drop sharply. 


Export of overdrafts 

77. For eighteen years it had been firmly established 
that, for income tax purposes, there was a vital differ- 
ence between exporting an overdraft and importing 
a credit balance; so that the possessor of a source of 
overseas income that was assessable on the remittance 
basis could effectively enjoy that income free of tax 
by living on a British overdraft and periodically 
transferring it abroad, where it was discharged by the 
accumulated income.! This long-standing splash of 
colour on our taxing system was cleanly expunged 
by: Section 24. 


The Finance Act, 1954 

General 

78. The Budget presaging the Finance Act, 1954, 
was described by the Chancellor of the Exchequer as 
a ‘carry-on Budget’. It left rates of tax and personal 
allowances unaltered, although it removed an anom- 
alous restriction on the payment of post-war credits. 
The Act provided, however, several interesting 
developments in the taxation of business profits. 


Investment allowances 

79. In consequence of Section 16 (as qualified by 
the Second Schedule), it is now possible to secure 
capital allowances totalling up to 120 per cent of the 
cost of the asset concerned. As with most new legis- 
lation, practical problems have arisen in deciding how 
its provisions are to be applied to particular cases. 
For example, subsection (10) provides that ‘ “new” in 
relation to machinery and plant means unused and 
not second-hand'.? How is this to be applied to (a) 
a machine constructed wholly from scrap iron, and 
(6) a barn built entirely with old bricks, tiles and 
timber? Although the definition provided by sub- 
section (10) applies only to machinery or plant and 


1 Hall v. Marians ([1935] 19 T.Q. 582; 14 A.T.C. 93). 

8 [t may sometimes be of assistance in practice to note that 
the Inland Revenue’s leaflet No. 430 (1955 edition) on 
allowances for machinery or plant uses the slightly 
different wording, ‘new, as distinct from second-hand’, 
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not to buildings, it appears to be the practice not to 
distinguish between these two cases, but to give 
investment allowance in both upon the reasonable 
footing that each gives rise to an asset that did not 
previously exist. On the other hand, if an old machine 
were rebuilt it would not be a new asset, but invest- 
ment allowance would be given on such part of the 
rebuilding cost as was treated as capital outlay. ` 

8o. Where a qualifying asset is being acquired by 
hire-purchase or by instalments, the payments falling 
due up to April 6th, 1954, will rank for initial allowance 
and payments falling due after that date will rank for 
investment allowance. 

81. It may be noted that an investment allowance is 
one of the capital allowances, and that as such it may 
be ‘postponed’ under Section 25 of the Finance Act, 
1953, in order to avoid loss of double taxation relief. 


Company reconstructions without change of ownership 

82. Section 17 and its attendant Third Schedule 
preclude the application of the discontinuance and 
new business rules to a transfer of a business to an 
associated company with which the equity relationship 
is at least 75 per cent. The object was, of course, to 
stop a gap through which a good deal of tax had 
escaped at the time of the 1951-52 recession. 

83. In cases of genuine reconstructions these 
provisions will often be beneficial, since, despite 
the transfer of a business within a group, they will 
preserve a continuing basis of assessment and a title 
to carry forward pre-transfer losses and capital 
allowances. They do nothing, however, to avoid the 
effective double asseasment that arises when a com- 
pany succeeds to part of the business of an associated 
company in circumstances where the latter continues 
to operate the residue of its business. 


Carry-back of loss sustained in last year of business 

84. Section 18 (with the Fourth Schedule), by 
authorizing the carry-backward for three years of a 
loss sustained in the last twelve months of a dis- 
continued business, completes a radical extension of 
the reliefs for business losses. It is interesting to 
note that, in consequence of recent legislation 
implementing the recommendations of Tucker No. 1, 
а business loss may now be: 

(a) carried forward indefinitely (previously limited 

to six years); 
(b) set off against total income for two years 
(previously limited to one year); and 

(c) carried back for three years if it was sustained 
in the last year of business (previously no carry- 
back). 

85. It is worth recalling that, for the purpose of 
Section 18, ‘discontinuance’ includes an event treated 
as such, e.g. a succession by a sole trader or company 
and also a partnership change, but in this last- 
mentioned case only a retiring partner may claim 
‘carry-back reliefs’; the continuing partner may carry 
forward his share of loss. 


The Finance Act, 1955 

86. It seemed refreshing to have a Finance Act 
this year that did virtually nothing but reduce the 
rates of income tax and improve certain personal 
allowances. Of some interest to our own and certain 
other professions was the increase in the special 
income limit upon the child allowance in the cases of 
articled clerks, apprentices, etc., so as to bring it into 
line with the £85 limit on the general child allowance. 
As against this, it will no longer be possible to treat 
salary payments as being primarily a return of any 
premium. Both these minor amendments had been 
recommended in the second report of the Royal Com- 
mission. 

87. It is a pity that political exigencies led to the 
further shelving of a number of important and desir- 
able reforms, including those recommended by 
Tucker No. 2, and it is to be hoped that they will be 
enacted in the near future. 


CASE LAW 


88. Some notable developments in tax law have 
been brought about by the decisions of the various 
"appellate bodies in the numerous cases brought before 
them in recent years, and a few representative ex- 
amples are mentioned below. 


Reconstruction of Business Premises 

89. The cost of replacing a factory chimney has 
been held by the Scottish Court of Session to be an 
admissible repair. An earlier case (in the English 
High Court) with almost identical facts had been 
decided the other way;? it appears to have been 
distinguished on the footing that whatever was the 
position there, the facts in the present case showed 
that what was renewed was not ‘an entirety’ but an 
inseparable part of the factory. 


go. The English High Court, however, has since 
decided that the cost of replacing an embankment to 
prevent canal water from seeping through a factory 
wall was capital expenditure. The Court regarded 
the embankment itself, and not the factory, as the 
‘premises’ or ‘entirety’. The distinctions between 
these three cases are exceedingly fine and one must 
fall back upon the dictum of Donovan, J., in the 
last-mentioned case: ‘In some cases it will be right to 
regard the premises as the entire factory, and in others 
as some part of the factory. Whichever alternative is 
the right one to adopt will depend on the facts of the 
particular case.’ 

91. In a somewhat different case, a company had 
found that the cost of repairing the roof of its business 
premises would be £5,750. Instead, it proceeded to 
enlarge the building by bout one-fifth and to provide 

~1 Samuel Jones & Co (Devondale) Ltd v. C.I.R. ([1951] 
32 Т.С. 513; 30 A. T.C. 412). 


2 O'Grady v. Bullcroft Main Collieries Ltd ([1932] 17 T.C. 
93; 11 A. T.C. 18). 


3 Phillips v. са Sanitary Potteries Lid ([1952] 33 T.C. 
213: 31 А.Т.С. 82). 
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a new roof over the extended building at a total cost 
of only £4,900. Upon appeal, the Scottish Court of 
Session decided that the whole cost was inadmissible, 
since it related, not to a repair, but to ‘the recon- 
struction, alteration, extension and improvement of 
the building as a whole’ including ‘an entirely new 
and enlarged roof’. The Court rejected the ‘novel’ 
argument for the appellants, that there should be an 
allowance for ‘notional repairs’, on the ground that 
no actual repairs were carried out.* 


2. There can ђе no doubt that these cases, on 
balance, represent a considerable gain for the Revenue. 


Initial Repairs to Fixed Assets 

93. The Special Commissioners are stated to have 
accepted a tenant's contention in an qum that 
heavy repairs expenditure during the early years of 
the lease of his business premises was properly 
undertaken in accordance with the terms of the lease, 
and was, therefore, admissible in computing his 
taxable trading profits.5 


94. Even with freehold business premises it may 
be possible in practice to obtain some allowance in 
respect of initial repairs, on the footing that at least 
а proportion of them would produce effective relief 
under a maintenance claim. 

95. The much criticized Law Shipping principle 
was approved by Tucker No. 1, but they pointed out 
that if the asset is one on which depreciation allow- 
ances are due, the disallowed repairs are added to the 
capital cost and, therefore, rank for such allowances. 

96. A point of some importance is that the Law . 
Shipping case dealt with repairs to a second-hand 
asset purchased by an existing business. In relation 
to the somewhat different question of repairs to 
fixed assets taken over as part of a going concern, it 
is arguable from certain dicta in the Law Shipping 
and subsequent cases that, upon a succession to a 
continuing trade, the principle has no application, 
even though the successor is assessed as if he had 
set up and commenced a new trade. 


Solicitors’ Entertaining Expenses 

97. Professional firms generally should be grateful 
to one of their number for establishing in the Court 
of Appeal that expenditure upon entertaining existing 
clients was an admissible deduction in computing 
taxable profits.9 The explosion of an old myth that 
all business entertaining is unprofessional was оуег- 
due. It should be noted, however, that this decision 
was given in relation to the cost of providing for , 
existing clients and their professional adviser lunches 
or dinners during which the client’s business was 
discussed; and that the custom of transacting pro- 
fessional business over lunch or dinner was designed 
to meet the convenience of the client and also of the 


nt M MM ir Ó— —— 
t Laurie v. C.I.R. ([1952] 34 T.C. 20; 31 A. T.C. 327). 
* Taxation, March aoth, 1954, Vol. 52, pp. 528-9. 


* Beeson v. Bentley's, Stokes & Lowless ([1952] 33 T.C. 
491; 31 A.T.C. 229). 
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adviser, who was thereby enabled to devote the re- 
mainder of the day to the routine work of the office. 


Political Expenses 

. 98. The High Court has decided that expenditure 
on printing and circulating a pamphlet which was, 
in essence, an attack upon the policies of the Govern- 
ment of the day was not admissible as a deduction 
in computing profits Per contra, expenditure on 
launching a political campaign aimed at resisting, if 
possible, the nationalization of the company's business 
has been held by the House of Lords to be an ad- 
missible deduction.3 In the earlier case the outlay 
was not considered to have been expended wholly 
and exclusively Чог the purposes of advancing the 
trade of the company and enabling it to protect its 
assets and earn profit’, while in the later case it was. 


Bribes 
99. In an Assize Court case a defence submission 
that tax relief should be allowed for bribes paid for 
trade purp 
Court.? The Inland Revenue might reasonably regard 
this case as providing support for the attitude which 
they generally take towards payments that are some- 
times euphemistically described as ‘trade gifts’ or 
‘trade commissions’. 
тоо. A situation where the profits from an illegal 
‘trade, such as street bookmaking, are taxable‘ while 
‘an illegal payment for trade purposes is inadmissible 
discloses no very striking logic – except on the footing 
.of making the way of the transgressor consistently 
‘hard. 
Deals as Trading Ventures: 
Whether a Question of Fact or of Law 
тог. The House. of Lords has recently shed new 
light on the important question whether a finding by 
the appellate Commissioners that a transaction of pur- 
chase and resale is or is not ‘an adventure in the nature 
of trade’ is a finding of fact or one of law.5 The main 
facts, very briefly, were that two individuals (neither 
.of whom had previously had any transactions in 
manchinery or any other commodity) arranged to buy 
for £12,000 a complete spinning plant, with the 
admitted intention of reselling it as quickly as possible 
and preferably in one lot. As events turned out, the 
machinery had to be sold in five different lots over 
a period of more than a year, and the appellants were 
· involved in various expenses by way of commissions, 
insurance, repairs, rent, wages, travelling, etc. 
102. On appeal, the General Commissioners de- 
cided ‘that this was an isolated case and not taxable’; 
subsequently, when the case had been remitted back 


1 Boarland v. Kramat Pulai Ltd ([1953] 35 Т.С. 1; 32 
A.T.C. 377). 


* Morgan v. Tate & Lyle Eta ([1954] 35 T.C. 367; 33 
A.T.C. 184). 


з Taxation, January 17th, 1953, page 309. 
1 Southern v. A.B. Ltd ([1933] 18 T.C. 59; 12 A. T.C. 203). 
5 Edwards v. Bairstow and Harrison ([1955] 3 АП E.R. 48). 
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to them by the High Court, they found ‘that the 
transaction was not an adventure in the nature of 
trade’. When the case came before the High Court 
again the learned judge took the view that he was 
bound by authority to hold that the question raised 
was purely one of fact and he dismissed the Crown’s 
appeal. The Court of Appeal took the same course for 
similar reasons. The Crown thereupon appealed to 
the House of Lords, being anxious, it appears, to 
resolve a divergence between the English and Scottish 
Courts in deciding cases of this type; for the Scottish 
Courts have apparently regarded this question (i.e. 
whether a deal is an adventure in the nature of trade) 
as a question of law, or at least a mixed question of 
fact and law. 

103. In allowing the Revenue’s appeal, the House 
of Lords restated the law on this point in the following 
way: (a) the question as to what are the characteristics 
of an adventure in the nature of trade is a question 
of law; but (b) assuming that the tribunal is correctly 
directed on the law, its finding from the facts whether 
a particular transaction is, or is not, an adventure in 
the nature of trade, is a finding of fact. 

104. It seems likely that the main result will be that 
more decisions by Commissioners in cases of this 
type will be treated as open to review by the Courts, 
although it is well to bear in mind a concluding 
observation of Viscount Simonds.: ‘But nothing, I 
think, will fall from your lordships to suggest that 
there is not a large area in which the opinion of the 
Commissioners is decisive.’ 


А Profits Тах 

105. А loan to a member of а director-controlled 
company has been held to be a ‘distribution’, although 
made on commercial terms as to interest and security.® 
After this decision the view was expressed in some 
quarters that, if the purchaser is a director-controlled 
company and the vendor a member, even a purchase 
of an asset at its market value would be a distribution. 
However, this fear appears to have been dispelled by 
a later decision in which a payment to a managing 
director of a director-controlled company for a 
restrictive covenant was held not to be a distribution, 
on the ground that this - a payment for a genuine 
consideration — could not be ‘an amount applied . 
otherwise for the benefit of any person’.? 

106. Where the profits of a parent company have 
for surtax purposes been apportioned to its members 
under Section 245, they will usually be exempt 
from profits tax under Section 37 (2) of the Finance 
Act, 1947. The Court of Appeal has decided that this 
exemption extends to the profits of subsidiaries which 
are the subject of a profits tax grouping.election for 
the same accounting period, even though the profits 
of the subsidiaries have not been apportioned for 
surtax purposes.? 

* Chappie v. C.I.R. ([1953] 34 T.C. 509; 3a A- T.C. 44). 


1 C.I.R. v. Lactagol Ltd ([1954] 35 T.C. 230; 34 A. T.C. 162). 
* C.I.R. v. Heelex Investments Ltd (1955), Profits Tax 


~ Leaflet No. 20 (34 А.Т.С. 47). 
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107. Interest payable by a company upon 5 per 
cent cumulative income stock has been held to be 
true interest, and, therefore, deductible in computing 
profits for profits tax purposes, despite the fact that 
it was expressed to be payable ‘only to the extent to 
which the net profits of the company... for each... 
year . . . shall be sufficient to pay such interest’.} 
This case suggests that at least one company has 
found 'а way round the anomaly that debenture 
interest is deductible for profits tax purposes whereas 
cumulative preference dividends are not. 

108. A premium payable upon redemption of pre- 
ference shares has been held to have been applied in 


1 C.I.R. v. Pullman Car Co Lid ([1954] 35 Т.С. 221; 33 
АТ.С. 167). 
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redeeming the shares, so that it was not a distribution.* 
It may be noted that in this case the shares had been 
issued in 1935, and there could obviously be no 
question of applying Section 32 of the Finance Act, 
1951. 

тод. In a case where a company, instead of paying 
a dividend, chose to reduce its capital by repaying 
55 per £1 ordinary share, the Court confirmed the 
capital reduction, deciding that the element of profits 
tax avoidance involved did not require the rejection 
of the company’s application.? 

(To be concluded.) 


1 CLLR. v. Universal Grinding Wheel Со Ltd (1955), Profits 
Tax Leaflet No. 22. (34 A.T.C. 123). 


* In re David Bell Ltd ([1955] 16 Т.К, 101; 34 A.T.C, 94). 
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Companies Report 


The total number of companies on the Register at 
December 31st, 1954, was 295,720; a new record. 
Since the net increase in the number of companies 
during the year was 9,631, it is fair to assume that 
the 300,000 mark has already been passed by now. 
Тће total new registrations during 1954 was 15,855, 
the highest number since 1948, when the post-war 
flood of registrations was beginning to dry up. 

These and a great many other facts are contained 
in the report for the year 1954 prepared by the Under- 
Secretary, Insurance and Companies Department, 
Board of Trade; and published by Н. M.'Stationery 
Office! Judging, at any rate, by the amount of its 
authorized capital, the average company is not large. 
The number registered in 1954 with a nominal 
capital of £1 million or more was six only, compared 
with eight in the previous year. The average for the 
new companies was only £4,907 in 1954, compared 
with £6,619 in 1953. These figures make 

· reading in a time of inflation, but no doubt the decline 
ig in some cases not unconnected with a desire to 
save stamp duty and to lessen the impact of profits 
tax. Even so, the capital stamp duty is a fairly painless 
impost, being more or less hidden among the ex- 
penses of formation. It escaped the doubling of most 
ad valorem duties in 1947, but how long it will retain 
its present modest rate of 4 per cent is a matter for 
speculation. The total yield in 1954 was about £42 

on. 

. The number of public companies continues to 
decline — from 13,920 at the end of 1939, to 11,444 at 
the end of 1953, and 11,348 at the end of 1954. 
This is not to say that the amount of business done 
By such companies is declining; no doubt the fall in 
number is the result of amalgamations. There will 
always be a vast field in which capital will have to be 
obtained from the general public. This is borne out 
by the fact that the paid-up capital. of public com- 
panies is in the aggregate increasing. 





1 Price.15 6d net. 


It is in the private company sector that the growth 
in numbers is spectacular. Here, in addition to the 
increase in the total amount of business transacted, 
there is the added factor that businesses formerly 
carried on by individuals are being turned over to 
private companies formed for the purpose, as the 
manifold advantages of incorporation are realized. 
Apart from actual businesses, the formation of a 
company is often a convenient way out of an impasse 
where a large estate has to be wound up. More and 
more people are turning over their real property to 
ad hoc companies, because of taxation considerations. 
Of the 15,682 private companies registered in 1954, 
thirty-one companies, with a nominal capital of 
£12,968,000, ceased to be private companies before 
the end of the year. Exempt private companies 
represent nearly 80 per cent of private companies. 

No less interesting than the new-comers are the 
departing companies. One of them took the unusual 
way out of becoming an industrial and provident 
society; two were dissolved by the Court; 3,302 were 
dissolved following winding-up; while no less than 
2,945 were struck off the register without winding-up, 
in accordance with Section 353 of the Companies Act, 
1948. This large number of, as it were, abandoned 
babies is all the more remarkable in that a company 
registration can usually be turned to profitable 


. account. 


Non-Resident Trading through Agents 


The question, whether or not a non-resident is 
carrying on a trade in the United Kingdom through 
an agent was a fruitful source of income tax litigation 
in the past. In an appeal by the Firestone Tyre and 
Rubber Co, as agents for the Firestone Tire and 
Rubber Co of the United States (The Financial 
Times, October 21st, 1955), the facts were a little 


-unusual. The Americanecompany (referred to for 


convenience as ‘Akron’) had a subsidiary (‘Brentford’) 
in England which manufactured and sold tyres in 
the United Kingdom and paid tax on the profits. 
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Brentford also manufactured tyres which they sold 
in Europe, in respect of which, by arrangement with 
‘Akron’, ‘Brentford’ retained the cost of manufacture 
plus 5 per cent, the balance being held for the benefit 
of ‘Akron’. The Inland Revenue assessed the profits 
of this European trade on ‘Brentford’ as agents of 
‘Akron’. ‘Brentford’ argued on appeal that the profits 
were not agency profits and that, if they were, they 
were not profits of a trade carried on in the United 
Kingdom. Harman, J., dismissing the appeal, said 
that ‘Brentford’s’ argument wasastartling proposition. 
He added ‘I think it would be completely shutting 
one’s eyes to say there is not a business being carried 
on by “Akron” in this country through “Brentford” 
and “Brentford” cannot be taxed as its agent’. 


Graduates’ Careers 


Political and Economic Planning (P.E.P.), acting for 
the Department of Scientific and Industrial Research 
and assisted financially by a grant under the Con- 
ditional Aid scheme, have just issued a most useful 
‘survey of the careers adopted by graduates leaving 
‘British universities. Graduates’ Jobs! shows that 
‘234 per cent of the 7,000 male university students 
"who graduated in 1950 entered the teaching profes- 
sion, and an exactly equal proportion chose manufac- 
turing industry. After these two, the next most 
popular choice was the Civil Service which accounted. 
for 84 per cent of the graduates, followed by com- 
merce with 74 per cent. Of the remainder, just over 
4 per cent took up paid posts at universities, 34 per 
cent entered local government, and the residue — 
one-third of the total number of graduates — spread 


themselves in small numbers over other professions - 


and occupations. The 1950 list of graduates included 
neatly 500 with first-class honours degrees. Just over 
23% per cent of these went into manufacturing 
industry, ie. about the same proportion as for all 
graduates, but nearly 18 per cent joined university 
staffs. 5 

The survey also shows that, in general, there has 
been a low rate of turnover of employment. In the 
autumn of 1954, two-thirds of the graduates were 
still with their first employer. | 

Change of employment was least in the teaching 
profession and highest in commerce. One in four of 
the graduates entering commerce and one in six of 
those joining manufacturing industry had changed 
their jobs in the intervening four years. 


Vacancies and Full Employment 


It may be a coincidence, but the fall of the percentage 
of unemployed to below 1 (to o-g per cent of the 
employed population in fact) has occurred at the 
same time as a series of annéuncements of difficulties 
in getting workers for certain kinds of employment. 


1 Graduates’ Jobs. Published by P.E.P. 2s 6d. 


THE ACCOUNTANT Е 


505 
Ф 


‘Round the clock’ jobs like bus driving and certain 
kinds of railway work are not popular. 

` As might be expected at a time of inflation, the 
position is by no means uniform throughout the 
country. In London and in the Midlands there is a 
grave shortage of workers and it is in these localities, 
of course, where West Indian labour has been most 
quickly absorbed. In other areas, however, such as 
South Wales and Scotland, there is still some slack 
to be taken up in some places. 

Two outstanding examples in the last week or so 
of this problem of recruitment for unpopular jobs 
in some areas come from the Midlands. In the 
Birmingham area some goods services have had to be 
suspended owing to lack of railway staff, although 
the passenger services have not yet had to be cut. 
In Oxford, a well-known company of coal merchants 
has decided to close down the retail side of its 
business because it cannot find sufficient coal- 
heavers. It is well known that there is a general 
shortage of this kind of labour throughout the main 
industrial areas and it is this which is causing the 
acute delivery problems to householders of their 
winter coal allocation. Since the unemployment 
percentage has been just over 1 per cent for some 
time, the public has got used to the term ‘over-full’ 
employment. Now that it has moved even lower, 
presumably a new term will have to be found for the 
present situation. 


Parcels on Offer 


The invitation by the British Transport Commission 
for tenders for the capital of B.R.S. (Parcels) Ltd, 
announced this week, will give rise to a good deal of 
thought and not a little controversy. It has been 
known for some time that the parcels business would 
be offered for sale as part of the de-nationalization 
process. In the event, the financial world has been 
faced with a call for £7 million (being the whole of 
the issued capital of the concern) for a somewhat 
mixed bag of assets. 

The biggest problem for the would-be purchaser 
will be to assess the enterprise as a going concern. 
B.R.S. (Parcels) was formed in August 1954 and 
started trading in January this year. Its profit record 
since then has been perhaps adequate but hardly 
spectacular. None the less, it earned those profits as 
an adjunct to the British Transport Commission. 
It will have to trade, probably under rather more 
competitive conditions, as an independent venture if 
it is sold. In addition, the prospectus makes it quite 
clear that a substantial amount of working capital 
over the £7 million will be required for trading ав 
well as large sums to cover certain building commit- 
ments. The offer is open until next January, but that 
is not a great deal of time to make an appraisal of 
the profitability of a concern of this kind which is 
highly specialized and not an industry where a 
financial interest can readily obtain an independent 
view. 
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REVIEWS 


Monopoly and Competition in Banking 
by D. A. Alhadeff 
(Cambridge University Press. 345 net) 
This book, written by the Assistant Professor of 
Business Administration at the University of 
California, deals with banking practice in the United 
States. As most students of economics and finance 
are aware, there is in the United States a highly 
developed opposition to economic concentration in 
both industry and commerce. In the sphere of 
banking, this opposition has almost entirely prevented. 
the growth of branch banking which is such a 
commonplace feature of British practice. Only in 
the State of California has branch banking developed 
to any significant degree, and the author examines 
with great care and ingenuity the effects on the 
degree of competition which has resulted from both 


increased concentration and branch banking. This: 


concentration reduced the number of independent 
banks in U.S.A. from 30,000 in 1921 to 15,000 in 1952. 
The extension of branch banking in California has 
resulted in the gaining of control of two-thirds of the 
banking resources of the State by four branch banks. 


Professor Alhadeff concludes that in spite of the 
very large number of unit banks which still remain in 
U.S.A., competition is of the oligopolistic type and 
that this degree of competition has not noticeably 
been diminished by branch banking in California. 
Moreover, branch banks can operate in areas where 
unit banks could not survive and their operation 
cost ratios may be lower. 

For the specialist student this study of banking 
practice in the United States will prove to be both 
fascinating and rewarding. 


RECENT PUBLICATIONS 


Tue Law, by J. Leigh Mellor, LL.B., Barrister-at-Law. 
xv+234 pp. 7X44. 6s net. Teach Yourself Series. 
English Universities Press Ltd, London. 

Income RzvistrED, by A. С. Pigou, МА, unc pp. 
7iX 5. 6s net. Macmillan & Co Ltd, London. 

Livestock ACCOUNTING, by J. Haisman, F.P.A.N.Z. 32 pp. 
11 X 8} (paper cover). 3s net. New Zealand Society of 
Accountants, Wellington, N.Z. 

EDUCATION AND TRAINING FoR INDUSTRIAL MANAGEMENT, 
by Aubrey Silberston, Lecturer in Economics, University 
of Cambridge. Vii + 101 pp. 9X6. 12s 6d net. Мапаре- 
ment Publications Ltd, London. 


FINANCE AND COMMERCE 


Now that Mr Butler has presented his Autumn 
Budget the stock-market can tune itself to the new 
conditions. In the immediate future, however, intense 
activity in the new issue market seems likely to 


dominate business as continued credit restriction 


forces more companies to raise fresh permanent 
capital Resumption of colonial borrowing has 
already been seen and more offers are expected. 


Odeon 
We give this week an extract from the accounts issued 
by Odeon Theatres Ltd, a name which covers the 
British and Dominions Film Corporation Ltd, 
Gaumont-British Picture Corporation Ltd, Odeon 
Associated Theatres Ltd, and Odeon Properties Ltd. 

The company is the parent of the group which 
comprises the Odeon and Gaumont circuits, im- 
portant interests ‘in cinema circuits abroad, film 
distributing and producing companies, the ownership 
of studios, and considerable manufacturing and 
ancillary interests employing a total capital of over 
£45 million, and the full accounts include eight 
separate balance sheets. 

These are the first accounts since the turning of 
this great cinema group into a trusteeship. The action 
was announced by Mr J. Arthur Rank, the chairman, 
last June when he and his wife divested themselves 
of the controlling interest and vested the voting 
power in a company limited by guarantee and without 
share capital whose main object is to support and 
encourage the British film industry. The right to 


receive the major part of the dividends etc. from the 
Odeon Theatres Group in respect of the former Rank 
holdings (through Odeon Cinema Holdings Ltd) 
is now vested in trustees to apply the proceeds for 
charitable purposes. One of the trustees is Mr R. G. 
Leach, C.B.E., В.С.А. 

Mr Rank, among other things, has thus ensured 
that the control and operation of the group will be 
unaffected when he dies and he has fitmly established 
the control in British hands. 


Information 

Mr Rank is rather proud – and justifiably so – of 
the scope and informativeness of the accounts of the 
company which, incidentally, has now changed its 
name to The Rank Organization Ltd. Apart from the 
accounts themselves, there is quite an amount of 

subsidiary information which will help towards 
understanding the position of the group and the 
cinema industry. 

There is a table of figures, for instance, which 
shows the effect of the development of television on 
the cinema. This is a subject which must have been 
in everyone's mind and we have extracted the figures 
for their general interest. 

Another interesting table gives the break-down of 
each £1 taken at the cinema box offices. The first 6s 6d 
goes straight away in entertainment tax, a greater 
proportion than we ourselves had realized. Paid to 
the producer via the distributor for the hire of films 
was 2s 114. Sixpence goes to the British Film 


October 29th, 1955 


ТУ Licences Cinema Admis- 
issued (as at sions (Year 
Dec. 31st) ended Dec. 31st) 
' in thousands in millions 
1946 aie s. 7 ти 1,635 
194 ie is 33 J^ 1,462 
194 "T Е 89 2 1,514 
1949  .. v 232 vs 1,430 
1950  .. с. 578 vx 1,396 
1951  .. is 1,162 МА 1,365 
1952.  .. xs 1,893 ss 1,312 
1953  .. s 2,946 Ls 1,285 


1954 .. a 4,136 аа 1,276 
Production Fund аз а levy for the benefit of British 
film producers. Distribution takes 1s 8d, this covering, 
broadly, print and other distribution costs and 
distributors’ remuneration to meet selling and 
administrative expenses. The remaining 8s 5d is 
је amount available to the film exhibition industry 
.to ‘cover all operating and administrative expenses, 
service of capital invested and maintenance and 
replacement of buildings and equipment. 

In sum total, the group itself took at the box office 
last year {29,461,579 and paid in entertainment tax 
£10,376,630 or 35°22 per cent of the year's receipts. 
Тһе corresponding figures for the previous year 
were £29,929,775, £11,484,069, and 38-37 per cent. 

One change we would suggest for next year and 
that is the breaking up of some of the solid chunks 
of reading matter. Owing to the size and shape of the 
publication, some paragraphs spread across nine 
inches of print, a stretch of words which mazes the 
eye. Mr Rank’s statement itself is printed three 
columns to the page and three columns might well 
be standard form. 
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Ford at Half-time ‘ 
The Ford Motor Co Ltd adds its name to the 
number of industrial leaders that issue half-time 
results. The figures are unaudited but one would 
hardly question the ability оба company like this with 
its highly organized accounting system to prepare a 
reliable view of the results achieved. And that, we 
would suggest, must apply generally and not merely 
to Ford. 

The statement which is issued with the déclaration 

of the interim dividend takes the following form: 

















Half-year Half-year Year 
to June 30, to June 30, 1954 
1955 1954 ? 
~ £ £ £ 
Sales A .. s 77,979,509 — 62,579,353 127,310,414 
£ Ё £ 
Group Profit before taxation .. 11,382,120 9,870,728 19,345,654 
Provision for fall in value of 
Government Securitles is 1,121,174 
10,260,946 
Taxation T 6 4,237,162 4791,25 9,453,000 
Group Net Profit .. £6,023,784 £5,078,803 £9,892,654 
Vehicles sold 182,502 145,262 291,468 


*After crediting £460,000 adjustment of 1954 provision. 


Although the volume of home and export sales !n tha half-year to june 
30th, 1955, has been maintained since that date, profit margins ere now 
being affected by increases In costs of material and labour. 


Money Market 
Applications for Treasury Bills totalled £372,565,000 
on October 21st and the market's maintained bid 
achieved 51 per cent of requirements against 66 per 
cent previously. The average rate was held at £4 1s 4:94d 
per cent and this week's offer is [250 million. For 
eight weeks now the market bid has been held [at 


498 19s 84. 


ODEON THEATRES LIMITED AND SUBSIDIARIES 


Н Report of the Auditors to the Members of Odeon Theatres Limited 


We have audited the annexed Balance Sheet and above Profit and Loss Account and have obtained all the information and explanations which to the 
best of our knowledge and belief were necessary for that purpose, 50 far as appears from our examination, proper books of account have been kept by 


the Company. 


In our opinion and to tha best of our Information and sccording to che explanations given us, the sald Balance Sheet and Profit and Loss Account 


which are In seraamene with the books of account, give the information 
and fair view In 
of the profit for che fifty-two weeks ended on chat dace. 


ulred by the Companies Act, 1948, in the prescribed manner and give a true 
che cue of che Balance Sheet of che state of the Company's affairs as ac June 25th, 1955, and In the case of the Profit and Loss Account 


We have examined the Group accounts submitted and consisting of the annexed Consolidated Balance Sheet and Consolldated Profit and Loss Account 
with the audited accounts of che Company and its Subsidiaries, certain of which have not been audited by us; in our opinion the Group Accounts have 


been properly pre in accordance wi 
of the state of Lehr nud 


It Ironmonger Lane, London, EC2, 
September [4th, 1955. 


the Companies Act, 1948, so as to give, so far as concerns the members of the Company, a true and fair view 
and of the profits of the Company and its Subsidiaries. 


PEAT, MARWICK, MITCHELL & CO, 
Chartared Accountants, 





Notes on Consolidated Accounts 


(1) There are Contingent Liabilities under guarantee In respect of 
| mo and bank advances of overseas assodated companies 
|. amounting to approximately £177,944. (1954, £139,535.) 


(2) There are arrears of fixed Cumulative Preference Dividends amount- 

' Ing to £38,892 (1954, £82,321) (gross) in res of shares held by 

Outside Shareholders of Subsidiaries for which provision has been 
made to the extent of £84. (1954, £2,936). 


(3) Unrestricted foreign currencies have been converted at mid-market 
rates ruling at June 25th, 1955, and certaln restricted currencies ас 
or below officia] rates. Consolidation surpluses arising from apprécia- 
tlon In overseas currency figures of fixed and current assets after 

| deducting liabilities, have been adyisted іп the amounts of premiums 
on shareholdings In Subsidiaries. 


(4) There are commitments for Capital Expenditure amounting to 
£1,804,000 (1954, £534,000), £81,000 (1954, £182,000) relates to, and 
will be financed in, overseas territories. 


(5) Further Excess Profits Tax Post-war Refunds due to Subsidiaries, 
estimated ac £150,000 (1954, £150,000) after deduction of Income 
Tax, are not included. 


(6) Premiums payable (after dèducting specie provisions therefor) 

to outside shareholders of certain su iarles (a) in the redemption 
of Redeemable Preferenco Shares and (b) in the event of liquidation 
of these subsidiaries amount In total co £1,035,000 (1954, £1,051,500). 
This sum would be a charge only against the resources of the sub- 
sidłaries concerned and the proportion thereof whlch would fall 
to be deducted from tha Reserves of the Group attributable to 
Odeon Theatres Ltd amounts to £390,500 (1954, 7,500). 


(7) The accounts of one group of subsidiaries, namely, British Optical 
Ф Precision Engineers Led and its Subsidiaries, were made up to 
December 25th, 1954, Incorporating the accounts of two such Sub- 
sidiarles made up to June 26th, 1954, and October 3lst, 1954, re- 
spectively. On account of taxation and other difficulties, the Directors 
consider it inadvisable to alter the accounting dates to coincide with 
that of the Company. 
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ODEON THEATRES LIMITED 
Consolidated Balance 








June 26th, 1954 
E £ £ £ Ё 
Issued and 
Shara ital Authorized Fully Paid 
4,000, 6 per cent Cumulativa Preferences Shares of ti пећ ae P Fe m 4,000,000 2,750,000 2,750,000 | 
8,000,000 Ordinary Shares oí 5s each А " pa x xs vs 2,000,000 946,991 946,991 
£6,000,000 3,696,991 3,696,991 





Resarves and Surplus attributable tó Odeon Theatrea Ltd: 
Capital Reserves: 














Share Premiums T 2m ъз xx aie Es em zs Em = Я 236,668 21777 
Other Capital Reserves .. 55 i Va 55 i T NE РИ ЧЕ 181,012 182,702 
3 ——— 417,680 — 400,479 
Revenue Reserves: 
Genaral Reserves .. m 2: is a 26 РА Я wx Dr АЕ 2,612,547 1,271,495 
Profit and Loss Account... .. ue P fe ig 13 38 ma T 2,693,787 2,679,187 
———— 5,306,334 ———— 3,950,682 
9,421,005 8,048,152 
Amounts set aside for future Income Tax si 5 - xs 4567,54 ., 3,415,718 
Amount attributable to outside Shareholders of Subsidiaries 
Preference Sharas and Reserves attributable thereto . X . 11,299,142 11,307,870 
Ordinary Shares and Reserves and Undistributed Profits attributable thereto E e 0 14202,8589 13,187,917 
25,501,731 24,495,787 
Less Proportion of Goodwill, Patents, Preliminary Expenses, ete. (per contra) .. a 5,233,325 5,379,659 
: А ————— 20,268,406 — ——— 19,116,128 
Loan Capital 
* Long-term Mortgage Debenture Stocks. 12,396,761 12,889,768 
Ropayable by Annual Sinking Funds, final ‘redemption dates ending Ё between 1976 and 1997 
Medium-term Mortgage Debenture Stocks and Bonds and Secured Notes . 1,893,499 1,542,888 
Repayable by Annu Пан Mailer, final аи gares ending between 1963 and 1966 
Other Mortgages and Loans 5 781,860 823,798 
Unsecured .. ES a е Pm oA ei F 15,000 15,000 
a —— —— 15,087,120 ———— 15,271,454 
49,343,685 45,851,452 
Amount owing to Holding Company s -— $3 d. E p ea V 54,683 -— 
Balance arising from difference in Accounting Dates of Certain Subsidiaries .. " 158,296 180,158 
Current Liabilities and Provisions 
Bank Loans and Overdrafts (secured) — .. А се is te X ae E 4,190,515 5,167,799 
Creditors and Expenses Accrued 6,691,981 5,274,377 
Provistons for Current Taxation (including Income Tax accrued to respective accounting 
dates) s у 3,660,232 3,543,329 
Dividends lers income Tax payable to: $ 
Shareholders in the Com -— ха ate Е ds T€ £183,567 123,502 
Outside Shareholders of bal diaries m КЕ M 2 zy oy 576,539 423,663 
760,106 б 
———— 461124319 ———— 9,364,871 
£64,859,498 £60,564,280 
Consolidated Profit and Loss Account for 
5 i 52 vun June 26th, 1234 
Trading Profits less Losses before deducting the Items set out below as ae РЕ a 8,727,035 7,704,084 
Less Depreciation of Buildings, Plant and Equipment .. ie a M T iu 1,618,674 1,542,612 
Amount wrltten off Substandard rd Film Library T ; js n se ay 46,350 „178 
Audit Fees М" Y ка m 2x D Ки vas 41,271 41,780 
———— 1,706,295 ——— 1,634,570 
7,020,740 6,069,514 
Dividends and interest recelvable: : 
On Trade Investments Var ule xA s ЈА v ss E „а s 294,682 226,372 
On Government Securities ex M es ay 44 Vm $. де an 1,472, 1,472 
On Bank Deposits, ete, T 25 КУ a ae = vix zx E D 68,370 71,517 
364,524 299,361 
increase in value of Sinking Fund Policies 7,681 12,176 
——— 372,205 ——— 311,537 
7,392,945 6,381,051 
- Less Interest payable: 
e Debentures and other Fixed Loans .. “i "E ive +e m e 578,736 584,735 
n Bank Loans and Overdrafts — .. es ey m vi y ix xs 207221 272,187 
785,957 —— 856,922 
Group Profit for tha Period before Taxation  .. "T zv $e E" «ev nm 6,606,988 5,524,129 
Taxation based thereon: 
Profits Tax . МА E vs oe HS G x he hri 5 655,208 520,127 
Excess Profits Levy de s mt Му "m vu ind A КС Я 4,330 121,449 
Income Tax .. .. бе se ks 1s zs ure e vis ale 2,994,277 2,617,898 
3,653,815 ——— 3,259,474 
Group Profit for the Perlod after Taxation ~ E а s on 2,953,173 2,264,655 
Less Outside Shareholders’ Share of Subsidiarles’ Profits 1,625,234 1,233,575 
Preference and Ordinary Dividends, us томе Ts payable to ‘Outside Shareholders 820,964 699,372 
Balance of Profits carried forward * m e. 804,270 è 534,203 
£1,625,234 £1,233,575 





Profit for the Period (after Taxation) ечеше to the facerent at Sbareholders i in —— ———— 
Odeon Theatres Limited £1,327,939 £1,031,080 
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ND SUBSIDIARIES 
Shoot, June 25th, 1955 
T aai 26th, 1954 
Fixed Assets £ £ £ 
Freehold and Leasehold Land and Buildings, Plant and Equipment {in- 
duding properties damaged by enemy action) partly at cost and partly ас 
independent valuation (or, where cost is not reasonably obtainable, at nat 
book walue on June 26th, 1948, ~ sales): Cost etc. Depreciation 
Theatres .. МЕ ЧЕ ss а »» 49,747,398 13,284,004 36,463,394 34,559,507 
Scudios and Laboratories: Si M " њи 4,537,155 1,501,896 3,035,259 2,869,493 
Manufacturing Premises, Plant ‘and Equipment M 45 ia 2 2,386,834 :700,848 1,605,986 1,359,481 
Sites and Other Properties — .. d i " iu vh. 1,671,239 1,239 364,187 1,307,052 1,329,221 
£58,342,626 £15,930,935 — 42,411,691 40,117,702 
Goodwill and Patents, Trade-marks, etc., Including premiums paid on Nequisttion of Shares in 
Subaldlaries, at cost less amounts written off 7,103,891 7,241,253 
Premium on Redemption; of оа Preliminary and ‘other “sue "Expenses, less 
amounts written of а 202,693 213,624 
7,306,584 7,454,877 
Lest Proportion attributable to Outside Ordinary Shareholders of Subsidiaries (per contra) 5,233,325 207325 5,379,659 2075218 
—— 9 = 
Trade Investments at cost less amounts мова mi U.K, Overseas Total 
Theatre Operating Companies . 39 $a £178,728 £3,280,236 3,459,964 3,521,456 
Film Producing and Distributing Con è pe 10,352 109,510 119,862 121,786 
Equipment Manufacturing and ота Companies | И 25,922 31,898 117,820 110,698 
£275,002  £3,421,644 3,696,646 3,753,940 
Sinking Fund Policies at surrender values e we 171,856 203,230 
Cash In hand of Trustees for Debenture Stockholders 44,525 32,139 
48,397,977 46,182,229 
Current Assets 
Film Productions: 
Released Films at estimated recoverable value .. E 1,898,994 1,506,098 
Unreleased and uncompleted Films at cost less provision for possible | losses ‘on release |! '919, 306 1,396,579 
Educational Short Films and Substandard Flim Library at cost jess amounts written off .. 107,3. 135,488 
Story Rights and Scenarios at cost [ess amounts written off  .. B п 25 ah 140,577 99,364 
i 3,066,214 3,137,529 
Less Provision for Contingencies E e pi i ae ae am a. 437,336 437,336 
2,628,878 2,700,193 
Manufacturing and other Stocks and Work їл Progress, less s progress pymes received iy 4,696,234 3,955,354 
Debtors and Prepa а ss y m .. EA 5,612,705 4,718,234 
Tax Reserve Certifica " SU ees Ки 2: e is = 300,000 200, 
Government Securities « at market value 55 s hs n Ve de sf 26 40,168 47,055 
Cash at Bank and in hand Ў аде > ede ae ga a ss As Pt 3,183,536 2,761,215 
s 3 ———- 46,461,521 — — 44,382,051 
£64,859,498 £60,564 ,280 
the Fifty-two Weeks ended June 25th, 1955 
£ é £ £ 
Profit for the Period. (aftar Taxation) attributable to the Interests of Shareholders in 
Odeon Theatres Limited 1,327,939 1,031,080: 
Profits, less losses, on disposals of Investments and Fixed Assets, specal credits and items . 
relating to previous years : EIS 437,521 311,210 
Profits on Redemption of Debenture Stocks is 56 "- T "s .. d. 97,214 100,067 
Provisions for Taxation no longer required s vs га ma - RA s 171,543 81,698 
706,278 492,975 
Less Amounts written off Intangible Assets — .. ie re .. Ка as m 319,844 9,416 
A 386,434 483,559 
Less Outside Shareholders’ Share thereof e DN Es m ate un s 131,469 131,413 
——— 254,965 ——— 352,146. 
Group Surplus for Period appropriated as follows 1,582,904 1,383,226 
Dividends, fest Income Tax: 
On 6 per cant Cumulative Preference Shares for the year ended June Seth 1335 ie 92,812 ‘ 90,750 
On Ordinary Shares 25 per cent as proposed ts g D 136,130 (15%) 78,127 
Transfers со Revenue Reserves of Subsidiaries .. a „а = E за ie 341,052 45,016 
569,994 213,893 
iLess Transfers from Capital Reserves .. “a ет v m n i» An 1,690 5, 
——— 568,304 21957 
1,014,600 1,163,469- 
Balance brought forward from last year 2,679,187 2,196,962: 
я 3,693,787 3,360,431 
Add Excess Profits Tax Post-war Refunds: 
Amounts withdrawn — .. 306,468 
Amounts received during the year 12,288 
———— 318,756. 
Ж 3,693,787 3,679,187 
Less Transfer to General Reserve of Odeon Theatres Limited .. «s ‚000,000 1,000,000- 
Balance carried forward .. aa m £2,693,787 £2,679,187* 
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CURRENT LAW 


Will: Absolute Gift 

A testator made certain specific bequests and then 
left all other money belonging to him ‘in trust for my 
four grandchildren [who were named] until each 
reaches the age of twenty-five years’. 
. _ Upjohn, J., held that there was no implication of a 

gift of capital, and there was no context in the will 
which required it, and thus the grandchildren were 
each entitled to equal shares in the income until they 
reached the age of twenty-five years, the income and 
capital of his share then being undisposed of (Re 
Arnould (decd.), Arnould v. Lloyd & Others) (Law 
Journal, May 20th, 1955). 


Mortgage: Statutory Tenancy: Foreclosure 
À certain property was mortgaged to the trustees of 
O., under a deed which deprived the mortgagor of the 
right to grant leases. Nevertheless, he granted a weekly 
tenancy to S., who after the mortgagor's death took 
a transfer of the mortgage from the mortgagees in 
order to remain in possession, offering the rent to the 
executors of the mortgagor. This was refused. The 
executor asserted that 5. was now simply a mortgagee 
and not a statutory tenant. 

Upjohn, J., held that the plaintiff had not lost the 
rights of a statutory tenant and that as long as he paid 
the rent, he had a right to possession. He also had a 
right to possession as a mortgagee and the fact that he 
had these two rights did not mean that he had aban- 
doned the one for the other. It was accordingly 
inequitable to meet S.’s claim by an order for sale and 
there must be an order for foreclosure. (Silsby v. 
Holliman & Another) (Solicitors Journal, May 21st, 
1955.) 

Fresh Capital: Priority of Subscribers 

In Re Nanwa Gold Mines Lid; Ballantyne v. Nanwa 
Gold Mines Ltd and Another ([1955] 3 АП E.R. 219), 
Harman, J., found for the subscribers as against the 
debenture-holders in an action by the latter claiming 
moneys paid to the company by the former in respect 
of an issue of fresh capital, which had been made on 
the conditions that resolutions to be submitted to 
the extraordinary general meeting of the company 
were passed and that the sanction of the Court to 
the proposals was obtained. Only £3,472 was sub- 
scribed. Later a receiver for the debenture-holders 
was appointed and the scheme was abandoned. The 
plainti ht by summons to determine whether 
the moneys belong ed to the company or were repay- 
able to the subscr en. 

Harman, J., held that the moneys were subscribed 
on faith of a promise not only to return them in 
certain circumstances, but also to retain the money in 
a separate account. The subscribers were thus entitled 
to a lien or equity on the fund. 

1 бее also special article ‘Accounting for application 
moneys for new share issues’, by W. Н. D. Winder, M.A., 
LL.M., in The Accountant dated October rst, 1955. 





Sale of Goods: Prohibition of Export 
In I. Н. Като! Ltd о. Fairclough, Dodd & Jones Lid 
(Law Times, June то, 1955), sellers bought 200 
tons of Egyptian cottonseed oil from shippers in 
Egypt and sold 1oo tons to the plaintiffs on a form of 
contract of the London Oil & Tallow Trades Associa- 
tion containing a force majeure clause covering pro- 
hibition of export, for shipment December 1950 – 
January 1951. The Egyptian Government had 


imposed an export ban, but this was lifted and be- 


tween January 4th and January 31st, 1951, goods were 
available for export, and toward the end of the month 
the shippers shipped 100 tons, which the sellers 
appropriated to an earlier contract. Before a further 
shipment was made, the ban was reinforced and the 
plaintiffs’ contract could not be fulfilled. The buyers 
claimed that the sellers were іп default, the sellers 
that they were covered by the force majeure clause. 

McNair, J., upheld the view of the sellers that they 
were covered by the clause even though the ban did 
not continue throughout the whole period during 
which the contract might be completed; and further, 
that it was not necessary for the sellers to prove that 
they could not purchase goods afloat with which to 
perform the contract. 


Cheques: Conversion 

In Baker v. Barclays Bank Ltd (Law Times, June 
1oth, 1955), Devlin, J., found for the plaintiff in the 
following circumstances, Тће plaintiff was a partner 
with one, Bainbridge, in a partnership whose name was 
Modern Confections. Bainbridge endorsed cheques 
p.p. Modern Confections, transferred them to one, 
Jeffcott, who paid them in for collection to one of his 
accounts with Barclays Bank. The cheques were for 
largish amounts and were paid in regularly. The 
bank manager made inquiries of Jeffcott and was 
satisfied with the explanation he received. He made 
no inquiry of Bainbridge. Devlin, Ј., held that ће 
should have gone further and that not doing so, the 
bank were negligent and could not plead Section 82 
of the Bills of Exchange Act, 1882, in defence. Nor 
were they holders in due course, not having given 
value. 


Bankruptcy: Certificate of Misfortune 
A bankrupt was granted a discharge, which was 
suspended for two years. He applied for a certificate 
of misfortune under the Bankruptcy Act, 1883, 
Section 32 (2), and the Bankruptcy Act, 1914, 
Section 26 (ў but was refused. 

The Court of Appeal dismissed his appeal on the 
ground that the а не was not caused by 
misfortune without any misconduct on his part’. 
According to the order made, the bankrupt (a solici- 
tor’s managing clerk) had forged a document 
connected with an insurance policy and been guilty 
of misconduct in his dealings with certain companies. 
(Re Joyce, Law Times, July 8th, 1955.) 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Four-weekly Accounts 


In answer to your correspondent (October rsth 
issue) who inquires as to the advantages of using 
four-weekly periods for accounting purposes, I would 
put forward the following points for consideration: 


(1) Seasonal trends can be seen more easily as they 
are not obscured by the interpolation of figures 
representing uneven periods of time. 

(2) Comparison between one period and another 
can be made accurately as there are the same 
number of days in each period. Easy comparison 
cannot be made either with the calendar month 
or with the 4 : 4 : 5-week methods. 

(3) By eliminating one irrelevant variation, it is 
easier to observe the effect of the changing 
physical factors (internal and external) which 
affect output and costs. 

(4) The allocation of fixed charges on a time basis 
is constant, thus saving work and accelerating 
the presentation of periodic accounts. 

(5) Ав many figures tend to remain constant or to 
change slowly from period to period, clerks are 
able to tell almost by inspection whether figures 
are correct or not. 

(6) 'The clerical work can be arranged systematically 
over an even period. 

(7) À number of companies now pay their salaries 
thirteen times a year, and no special problem 
arises on this point. 

- If mechanical book-keeping is used for the purchase 
and sales ledgers, I do not think there is any great 
- difficulty in dealing with suppliers and customers on 
a calendar-month basis while preparing the internal 
accounts in four-weekly periods. 

While it is unfortunate from an accounting point 
of view, that the observance of Easter has not yet 
been stabilized, the four-weekly period basis seems 
. to have marked advantages over most other methods 
and in any event it may be more profitable to com- 
pare annual results against a flexible budget than 
with. the results of a corresponding period in a pre- 
vious year. 

As a corollary to the use of thirteen four-weekly 
periods, it is helpful to adopt a fifty-two-week 
financial year. For example, at the present time, every 
fourth year contains an extra day so that one out of 
every four years is not completely comparable on a 
time basis. The fifty-two-week year basis, on the other 
hand, provides a uniform time period for five out 
of six years normally. 

If, for example, the financial year always closed 
ata week-end it is thought that stock-taking would be 
facilitated and secondly therg would be no apportion- 
ment of wages in the final week. 

In certain industries statietics can be tied-in more 
readily with cumulative weekly returns, thus avoiding 


discrepancies and helping to cross check various 
figures. No separate statistical return would be needed 
for the odd days at the beginning and end of the 
financial year. . 

'The fact that the financial year ends a few days 
before the end of the calendar month assists the 
completion of the annual accounts two or three days 
sooner. 

As regards short-term accounts, the adoption of 
the fifty-two-week year enables the first and last 
periods of each financial year to be unbroken periods 
of four weeks each, the same length as the corres- 
ponding period of the previous year and other periods 
in the same year. 

If we аге to reduce costs, we must increase efficiency 
and this must be controlled from week to week and 
month to month. Accordingly, we must aim to pro- 
duce short-term accounts of maximum use and for 
this purpose it is obviously desirable to have account- 
ing periods of uniform length. 

Yours faithfully. 


London, SWI. J. M. 8. RISK. 


Sir, – With reference to the request of ‘Interested’ 
published in your issue of October 15th, I have used 
the four-weekly basis for internal accounting over the 
past eight years. It has much to recommend it and 
provides useful. comparisons. It cannot be applied to 
monthly statements in respect of purchases and sales, 
as suppliers and customers cannot be persuaded to 
co-operate. 

Every fifth year an extra week is included which 
ensures that period thirteen always terminates within 
а day or two of the financial year-end, and as some 
of these fall on non-working days, i.e. Saturday and 
Sunday, there is no difficulty regarding the balance 
sheet date. 'T'his extra week is always included in the 
particular period in which the annual holiday occurs. 

All the figures necessary to produce four-weekly 
profit and loss accounts are readily ascertainable, the 
stock and work in progress figures being ‘control’ 
balances and not the result of a physical check and 
valuation. 

Other figures which can also accompany the four- 
weekly profit and loss account are orders accepted and 
balance on hand, sales and purchase ledger balances, 
cash, wages, overheads, etc. 

Senior staff are paid thirteen times per year and 
group bonus calculated and paid on the same four- 
weekly results. 

Charts prepared from these figures have the ad- 
vantage that fluctuations (not being due to extra days 
as with monthly figures) are more readily assimilated. 

Yours faithfully, 
JAFA. 
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Booking System: Dairy Business 


Sir, – With reference to 'Perplexed's' letter in your 
issue of October 22nd, I suggest that if he applies to 
the National Dairymen’s Association, 37 Queen’s 
Gate, Kensington, SW7, they will be able to offer him 
considerable assistance. 

If, on the other hand, he would like details of the 
system that has been operated by most of the London 
companies for some twelve to fifteen fears, if he likes 
to apply to me, I will gladly give them to him. 

This system is, of course, based substantially on 
weekly settlement and does not provide for written 
' accounts to be provided for the majority of the custo- 
mers. Ав it was introduced during times of acute 
man-power shortage during the war it was then 
accepted readily by customers, but there are ad- 
mittedly considerable difficulties in transferring a 
rural business onto this system where customers 
expect lengthy credit and written accounts. 

Yours faithfully, 
M. LYNCH, 
Secretary, 


14117 High Road, 
А.т. & Dorris Dares тр. 


Whetstone, N20. 


Penalties 


Sm, – Part of Mr Ronald Staples’ address reported 
. in your issue of October 8th prompts me to draw 
attention to the use of the expression ‘has incurred 
penalites’ in connection with back duty inquiries. 

І suspect the Inland Revenue of actively encourag- 
ing its use in the wrong context. It has a sinister ring 
which is likely to induce a sense of guilt in the 
taxpayer and apprehension on his behalf in the 
taxpayer's accountant. Penalties are not incurred 
until judgment has been given. The Inland Revenue 
now too often use this expression at a stage when the 
taxpayer is merely exposed to the risk of a charge, 
which, if proved, would bring penalites in its wake. 
If the expression were used accurately it would be 
used seldom. 

There is a gap between exposure to the risk of a 
charge and penalties being incurred, and it is the 
Revenue which has to cross it. They must prove 
neglect. They must prove that the return was not 
made to the best of the taxpayer's knowledge and 
belief, and they take the risk that the whole proceed- 
ings may be prematurely stopped by a successful 
application under Section 55 (3). The gap may be 
wide and an attempt to cross it hazardous. 

Cannot we find a new expression which will remind 
both ourselves and the Inland Revenue that there is 
this gap? Must we go on submitting to and using, 
‘has incurred penalties’ when that is not true and it 
suggests acceptance of defeat? "May become liable 
to penalties’ would convey the right meaning and 
make it clear that the matter has not been proved. 
It is, however, rather cumbersome. Can any reader 
suggest something briefer? - 

Yours faithfully. 


Falmouth. G. W. B. HEXT. 
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Retail Fish Shop: Gross Profit 


Sm, – I refer to the letter from ‘Jack Spratt’, October 
22nd issue, inquiring why the gross profits of a fish 
shop are less than normal for a week or two round 
Easter, 

The reason is that the members of some religious 
bodies eat fish to the exclusion of meat for forty days 
previous to Easter, and by a natural reaction on 
Easter Sunday and for some time thereafter eschew 
fish and let themselves go in a big way- with other 
foods. Thus the turnover and profits of the fishmonger 
drop for that period, whilst those of the retailers of 
other foods rise. 

Similar reasons account for seasonal fluctuations in 
turnover and profits in businesses concerned with the 
sale of turkeys (Christmas) hot cross buns (Good 
Friday) and fireworks (November the fifth). 

Yours faithfully, 

London ЕС2. RALPH A. HADRILL. 


Goodwill: Veterinary Surgeon’s Practice 
Sir, ~ I am familiar with many ‘formulae’ in use in 
particular trades as a rough and ready guide to the 
value of goodwill in a particular trade and have found 
that in particular instances a moré intensive approach 
on a ‘super-profit’ basis the ‘formula’ is relatively 
reliable. 

I have not, however, come across any such 
‘formula’ for application in the case of a veterinary 
surgeon and would be very interested to know if any 


reader has heard of such. 
Yours faithfully, 
G.C 


Company in Liquidation 
Sm, – I shall be obliged if any reader would enlighten 
me through your columns on the following points. 

Ап accountant has often to certify to a balance 

sheet of a company which has gone into liquidation 
subsequent to the date of the balance sheet. In such 
a case, 

(1) Should the name of the company on top of 
profit and loss account and balance sheet be 
followed by the words ‘(in liquidation)’? 

(2) Would it be correct to address the auditor's 
report to the members of the company in view 
of the fact that at the date of the report there 
are probably no members but only contribu- 
tories? 

I expect that there is some sort of established practice 
in regard to the matter. 
Yours faithfully, 
Colombo, Ceylon. K. SWAMINATHAN. 
Profit-sharing 

Sm, – The comments made at the Institute's autumn 
meeting on Mr E. Duncan Taylor’s address on 
profit-sharing, bring ous a fundamental and wide- 
spread misunderstanding about the basic purpose of 
profit-sharing. | 

Mr Taylor was careful not to claim that profit- 
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sharing schemes act as production incentives. They 
are not a substitute for efficiency bonuses at all. 

The basic purpose is to establish a sense of common 
interest between workers and shareholders and thus 
to lay the Marxist ghost of class warfare and ex- 
ploitation. 

This concept has a wider social and, therefore, 
political significance (though not necessarily a party- 
political one: the Labour Party may well come out in 
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favour of profit-sharing schemes when its policies 
have been overhauled); nevertheless the individual 
business with a well-designed scheme should un- 
doubtedly achieve a better spirit between share- 
holders, management and workers. The fact that 
this is not the kind of gain that can be calculated in 
£ s d should not deter accountants from advocating 
such schemes. Yours faithfully, 
Ashford, Middlesex. P. H. A. KENYON. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
TAXATION AND RESEARCH COMMITTEE 


The eighty-third meeting of the Taxation and Research Committee was held at the 


Institute on Thursday, October 20th, 1955, at 2 p.m. 


Present: Mr J. Latham, cC.B.&. (in the chair); Messrs С. W. 
Aston, Т. Fleming Birch, F. Carruthers, P. F. Carpenter, 
W. R. Carter, J. Cartner, A. H. Cheney, D. A. Clarke, 
J. Clayton, C. Croxton- ‘Smith, W. G. Densem, A. R. 
English, Е. 5. Foden, G. 6. 6. Goult, 5. С. Hand, N. B. 
Hart, 0.3.5, T.D., У. S. Hayes, С. N. Hunter, P. D. 
Irons, F. M. Kellett, S. Kitchen, G. W. Knight, J. H. 
Mann, M.B.E, С. P. Morgan-Jones, Е. S. Mowforth, 
W. E. Parker, с.в.в., J. Н. Plant, A: Н. Proud. А. Rayner, 
A. С. Thomas, C. P. Turner, J. W. Walkden, F. J. Weeks, 
E. F. G. Whinney, E. K. Wright, and G. H. Yarnell, with 
the Secretary. 


Vice-President's Address 


The Vice-President of the Institute, Mr Arthur 
Seymour Hamilton Dicker, M.B.E., attended the 
opening of the meeting. In reply to a speech of welcome 
by «he Chairman, the Vice-President said: 

At this, the opening meeting of the new year of this 
committee, it is customary for the President of the Institute 
to say a few words and on behalf of the Council to wish 
you good luck for the coming year. I am sorry to say that 
once again owing to a clashing of dates the President is 
unable to be present. The President, who has asked me to 
say how much he regrets that he cannot be here, is on his 
way to a district society function in the North of England. 
So for the second year in succession it falls to the privilege 
of tbe Vice-President to deputize for him on such an 
important occasion. Last year Mr Carrington, as Vice- 
President, addressed you and there is no suggestion that 
he was 80 intimidated on that occasion that he Tus connived 
we one of the district societies to be absent from London 
today. 

As this is the first meeting of the Committee’s new year, 
a number of those present will be having their first experi- 
ence of what goes on at re meetings and I hope that 
before very long they will be taking their full part in the 
heavy burdens which fall on your Sub-Committees. I see 
that in addition to some entirely new members you also 
have Mr Hart, who is apparently not afraid to come back 


after serving a four-year term and then having a year's 
freedom. 


Committee's Great Value 


I have been looking recently at Mr Maclver’s address at 
last year's summer course when he outlined in some con- 
siderable detail the procedure oé this Committee and its 
Sub-Committees, and after doing so he said, in paragraph 
193 — and I quote his own words — ‘If anyone were to sit 
down with the avowed object of devising the slowest 
method of producing a document I doubt whether he 


could devise anythin better than the procedure which I 
have just outlined.’ But he then continued – and again 1 
quote — ‘Nevertheless it has in practice been found to be 
an extremely effective method of preparing a document 
to which the Council can eventually give its blessing in 
the knowledge that a very wide field of knowledge and 
experience has been drawn upon and in the belief that it 
will be helpful and acceptable to the general body of 
members of the Institute.’ 

Therein lies the great value of this Committee. Incalcul- 
able benefits to the profession and to the prestige of the 
Institute have flowed from the setting up of it in 1942 
and we can take great pride in having created a research 
organization which so far as I know is without parallel 
either in this country or overseas. 

Although I have not had the privilege of being a member 
of this important Committee, I have been a member of a 
Regional Committee since the formation in 1942 and there- 
fore I know much of the machinery from that end. I am 
glad to have this opportunity of paying a tribute to the 
considerable groundwork and careful thinking which is 
done by Regional Committees. Without in Bay nayi detract- 
ing from the expert work of the main mmittee in 
London, I am sure that you will agree that the Regional 
Committees have played and are playing a very important 
part in the whole scheme of things: 

I can tell you that the Parliamentary and Law Committee 
at its last meeting noted with approval the change which 
you have just made by way of appointing a Planning Sub- 
-Committee which will not only consider the formulation 
of future programmes but will also keep a watching eye on 
the work in progress. I hope the new Sub-Committee will 
not prod the working Sub-Committees so severely as to 
result in an overwhelming flood of completed matter for 
consideration by the Parliamentary and Law Committee. 


Management Accounting 


I hope the Management Accounting Sub-Committee 
will be able to suggest directions in which it can follow up 
in detail the admirable general pamphlet on Management 
Accounting which the Council was able to release last year. 
You will all no doubt have either heard or read what the 
President said on this subject in his address to the autumn 
meeting a fortnight ago, and I do not think it is possible to 
emphasize too strongly the importance to the profession 
and our Institute in particular, of developing ways and 
means whereby both practising and non-practising members 
can render the maximum assistance to their clients and 
employers. This Committee clearly has unrivalled scope 
for drawing upon experience and knowledge in this import- 
ant field. 

At the same time I think we must take the greatest care 
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to see that developments in the direction of management 
accounting аге complementary to and not at the expense of 
developments in the field of auditing, taxation and the 
other fundamental aspects of our professional work. We 
ought to resist all attempts to degrade our long-established 
kinds of work merely because they only serve the purpose 
which they are intended to serve and cannot also satisfy 
additional needs. : 

I am not going to go into any further professional matter 
because I have to remember that I am speaking under the 
watchful eye of a Past-President of my District Society in 
the shape of Mr Goult. He is the only member of this 
Committee who was present at the original meeting in 
June 1942 when the details of the Committee's constitution 
were worked out for submission to the Council and he was 
chairman of this Committee in 1952—53. He is therefore 
in every sense a weighty member of this Committee and 
I do not wish to land myself in for any trouble when I get 
back to East Anglia. 


As I am being rather personal I should like to say how · 


proud I am to be the second member of the youngest 
District Society to receive the honour of high office in our 
Institute. 

I will not detain you any longer except in the name of 
the Council to give you my sincere good wishes for success 
in your deliberations during the coming year and also to 
offer my congratulations to your new chairman, Mr Latham. 
Although in his everyday life occasionally he has to deal 
with superficial or open-cast matters, I am sure that as 
chairman. of this Committee he will operate very deeply in 
the many problems which will arise. 

Í must also pay a tribute to the work of your retiring 
chairman, Mr Т. Fleming Birch, who has so ably presided 
over your deliberations during the past year. 

Finally, no evaluation of the work of the Taxation and 
Research Committee would be complete without a tribute 
to the secretarial side and I would like to acknowledge the 
splendid work of the Secretary to the Committee and the 
staff of the Institute. 


Mr T. Fleming Birch 
A hearty vote of thanks was accorded to Mr Т. 
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Fleming Birch for his services as chairman during the 
year 1954-55. 
Membership 

ТЕ was agreed that letters of appreciation of their 
services be sent to the following who retired from 
membership of the Committee on September 3oth, 
1955: Messrs W. P. Elliott (1951-55); С. S. Hamilton 
(1944-55); E. A. Harris (1942-55); R. A. Palmer 
(1952-55); A. P. Ravenhill (1949-55); D. P. Walton 
(195355). . 


Standing Sub-Committees | 
Reports from the following Standing Sub-Committees 
were received: 
General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. 


Ad hoc Sub-Committees 


Progress reports were received from three special 
sub-committees. 


Future Meetings 
The next meeting of the Committee was arranged for 
Thursday, December rsth, 1955, at:2 p.m., and the 
following dates were provisionally arranged for meet- 
ings during 1956: 

Thursday, February 16th, 1956. 

5 April 19th, 1956. 

3 June 218, 1956. 

" September 20th, 1956. 

5 October 18th, 1956. 

de December зо, 1956. 


LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS - 


ANNUAL DINNER IN LEEDS 


There was a record attendance at the annual dinner of 
the Leeds, Bradford and District Society of Chartered 
Accountants, at The Queen’s Hotel, Leeds, on Friday, 
October 26th. Four hundred and eighteen members and 
guests were present — 31 more than last year, and 100 
more than in 1951. 

Mr Ernest Sugden, F.c.a., President of the Society, 
was the chairman and with Mr У. S. Carrington, Е.С.А., 
President of the Institute, received the guests. 

Proposing the toast to ‘The Institute of Chartered 
' Accountants in England and Wales’, Mr Donald 
Kaberry, M.P. for North West Leeds, Vice-Chairman 
of the Conservative Party Organization, and formerly 
Parliamentary Secretary to the Board of Trade, 
elicited laughter when, acknowledging the famous 
signal at Trafalgar by Nelson, he said: 

‘now the signal would read “every accountant expects 
ie man to produce his vouchers and if possible pay his 
uty" 7, . i 


Mr Kaberry said that last year the Institute cele- 
brated the seventy-fifth anniversary of the granting 
of its Royal Charter of Incorporation, but as an 
organized profession they were one of the youngest. 


‘Yet accountancy must have been carried on from the 
earliest times. There must, alas, always have been tax 
gatherers, so I suppose there must have always been account- 
ants, also, who instructed the taxpayer of old how to claim 
the allowances due to him, and who helped him in his 

ents with the Inspector of Taxes in back duty cases. 
I imagine, however, that in ancient times the extraction of 
back duty was not carried out by the gentlemanly and pain- 
less – perhaps I ought to say relatively painless — methods 
employed by our own Inland Revenue. 

‘I imagine that the thumbscrew and the rack figured 
somewhere in the proceedings,’ 


he said amid laughter. 


The seventy-five years had been an era of pheno- 
menal commercial and industrial expansion, coinciding 
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roughly with the great development of limited liabilities, 
which was itself an important factor in making the 
expansion possible, added Mr Kaberry. 


Activities of Accountants 


‘The preparation and audit of the accounts of limited 
companies is only one part of the work of the practising 
accountant; there are few matters affecting the economic 
life of the country with which accountants are not actively 
and intensively concerned. Scarcely any Government 
committee is complete without an accountant. 

‘Accountants are found either on the boards or in key 
positions of most large public companies, and, of course, 
it is quite impossible nowadays adequately to direct and 
control a large scale business without complete and efficient 
accountancy systems, with all that that entails by way of 
budgetary statistical and costing records. The new conditions 
and the new problems have made ever-increasing demands 
on your competence, skill and ingenuity. But skill and 
competence and enterprise alone would not have secured 
for your profession the high place it holds today in the public 
esteem. Your profession has reason to be proud of the repu- 
tation it has gained for independence, high ethical standards 
and a sense of responsiblity to the community.’ 


Mr Kaberry paid tribute to Mr Alan Maclver, 
M.C., B.A., to whom he referred as ‘the Institute's 
exceedingly able, energetic and genial secretary’. 

Responding, Mr Carrington said that opinions 
differed about accountants as a class, just as they did 
about politicians. 

‘Some people regard us as the morticians of industry, 
or, at best, as experts at locking the stable door after the 
horse has bolted. We can be, and are, however, of much 
greater value to our clients than that. We do much to aid 
management in the effective running of business.’ 


Use of Information Supplied by Accountants 
He said the aftermath of two world wars, the struggle 
for world markets, high labour costs and the great 
increase in mechanization and in the use of very costly 
machinery were causing industrialists to realize that 


their accounting records could do much more than, 


provide the material for an annual summary of the 
financial results of past events. - 

If businesses are to be organized efficiently and run 
effectively they should make full use in the planning 
and conduct of their affairs of the information and 
data that accountants can supply. 


He continued: 


"The auditor of a particular business ought to be well 
able to judge the possibilities in regard to that business and 
if he feels on examining the position that he requires what 
our rnedical friends would а gecond opinion, then there 
are firms of practising accountants with specialized depart- 
ments fully competent to advise as consultants. Just as 
today nearly every professional accountant's office contains 
one or more persons specially experienced in tax matters, 
so many offices have one or more partners or managers 
competent to advise on management accounting within 
the range of type and size of business comprised within 
their general run of clients. Most of the big industrial сога- 
panies have, of course, their own departments staffed by 
men experienced in this field, but even in these cases an 
occasional overhaul of the system by a practising accountant 
with а wide experience of many other businesses might 
well prove of value. • 

‘For some time 1 the Council of the Institute has been 
fostering study and discussion of the subject of management 
accounting and we are keenly interested in the many steps 
which are being taken in this field.’ 
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The Supplementary Budget 


Mr Carrington, referring to the Supplementary 
Budget, said: 

‘I am told it is quite out of place for a President of our 
Institute to offer advice in public to a Chancellor on 
these matters. I hope, however, that in framing the Budget 
he will realize that what this country needs today, more than 
anything else, is greater and more efficient production. 

‘A reduction of consumption is all right as a short-term 
measure but we want to maintain and enhance our standard 
of living and our overseas investments, and that can only 
come about by more efficient industrial production at lower 
costs. And the best way of doing that is by greater and better 
EA of our industrial plant and by constantly improving that 
plant. 
“The policy of make-do-and-mend will not help British 
industry in the long run. Therefore, I hope that notbing 
will be done to disturb the present trend for increased 
investment in this country.’ 

(Applause). 

The toast to the guests was proposed by Mr Sugden 
and Alderman Sir James Croysdale, Lord Mayor of 
Leeds, responded. 


The Company 


Among those present were: 

Messrs Н. D. Anderson, J.P., F.C.A. (Chairman, - North 
Yorkshire and South Durham Branch, Leeds, Bradford and 
District Society of Chartered Accountants); С. W. Banks 
(President, Leeds Incorporated Chamber of Commerce), 
а. L. Barker, F.a.c.c.a. (President, West Yorkshire Society, 
Association of Certified and Corporate Accountants); С. W. 
Boyce, C.B.E., F.C.A. (Member of Council, Institute of Char- 
tered Accountants tn England and Wales); T. H. Burdon, Р.С.А. 
(President, Bradford and District Chartered Accountants’ 
Students’ Association); J. Е. Carter, F.8.A.A. (President, 
Incorporated Accountants’ Bradford and District Soctety); 
Arthur Craven (President, Insurance Institute of Bradford); 
К. K. Denby, шав. (President, Bradford Incorporated 
Law Soctety). 

Messrs S. Dixon, M.A., A.C.A. (President, Birmingham and 
District Society of Chartered Accountants); R. K. Dotchin, 
F.C.A. (President, Northern Society of Chartered Account- 
ants); Derek du Pré (Editor, ‘The Accountant’); M. J. 
Gillgrass (Honorary Assistant Secretary, Bradford and 
District Chartered Accountants’ Students’ Association); S. B. 
Hill, B.A., F.c.a. (President, Leeds and District Chartered 
Accountant Students’ Association), E. J. Hinchliffe (Н.М. 
Principal Inspector of Taxes, Bradford); L. E. Laycock, J.P. 
(Senior Vice-President, Leeds Incorporated Chamber ој 
Commerce); Е. R. Longman, F.C.A. (Vice-President, Leeds 
Bradford and District Society of Chartered Accountants). 

Messrs Е. N. Macdonald, р.в.с., Р.С.А. (President, 
Liverpool Society of Chartered Accountants); Alan S. MacIver, 
M.C., B.A, (Secretary, Institute of Chartered Accountants 
in England and Wales); R. P. Matthews,.B.COM., F.C.A., 
J.P. (Chairman, London and District Society of Chartered 
Accountants); F. D. Nickell-Lean, (President, Bradford 
Incorporated Chamber of Commerce); J. Н. Paterson, F.C.1.8. 
(Chairman, West Yorkshire Branch, Chartered Institute of 
Secretaries); John J. Penny, ¥.8.A.a. (President, Incorporated 
Accountants’ District Society of Yorkshire); R. H. iney, 
A.C.A, (President, Leicestershire and Northamptonshire Society 
of Chartered Accountants); Canon С. B. Sampson, M.A. 
Vicar of Leeds); Messrs S. Н. Sheen (President, Leeds 
ncorporated Law Society); E. Duncan Taylor, В.С.А. (Member 
of Council, Institute of Chartered Accountants in Engi and 
Wales); L. W. Underwood, F.C.A. (President, Nottingham 
Society of Chartered Accountants), G. Waterworth, F.C.A. 
(President, Manchester Society of Chartered Accountants); 
С. A. Whittington-Smith, LL.M., F.C.A. (President, Sheffield 
and District Society of Chartered Accountants); G. V. 
Williams, о.в.в., B.A. (Н.М. Principal Inspector of Taxes, 
Leeds); P. L. Wood (Joint Honorary Secretary, Leeds and 
District Chartered Accountant Students! Association). 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 
MEMBERS’ LIBRARY 
A new edition of the ‘short list’ of books in the library 
of the Institute, including books available on loan, 
has just been issued. 

Copies of the list are available to members, free and 
post free, from the librarian, upon receipt of an 
addressed label. 

Personal 

Messrs KINGSFORD, GARLANT & J. B. MARES, 
Chartered Accountants, of 23 Essex Street, Strand, 
WCa2, announce that on October 7th last, the senior 
partner, Mr Howard Wigzell, F.c.a., who had been 
with the firm for more than fifty years, retired from 
the partnership and that on the same date Mr P. B. 
MacHugh, A.C.A., who had been associated with the 
firm for a number of years, was admitted to the part- 
nership. 

Messrs KINGSFORD, GARLANT & Co, Chartered 
Accountants, of Medway House, High Street, Maid- 
stone, announce that on October 7th last, the senior 
partner, Mr Howard Wigzell, F.c.a., retired from the 
partnership. 

Messrs BowMan, Вилу, Younc & Со, Account- 
ants, announce that as from October 24th, their 
offices have been removed from 11 Queen Street, 
Bank, London, EC4, to 174 New Bond Street, 
Piccadilly, London, W1. Telephone: Hyde Park 9975. 

Mr FRANK HEDLEY RICHARDSON, F.C.A., and MR 
CHARLES BACON, A.C.A., formerly practising under 
the style of Wheatcroft, Richardson & Co, at 44 
Friar Gate, Derby, announce that as from October 
ISt, 1955, they have entered into partnership with 
Mr Geoffrey Nutt, 4.5.4.4. The new partnership will 
practice under the style of Richardson, Nutt & Co, 
at St James’s Chambers, St James’s Street, Derby. 

Mn FREDERICK А. GOMMER, F.A.C.C.A,, announces 
that he is continuing practice under the new style of 
Frederick Arthur & Co, Certified Accountants, at 
Gloucester Mansions, Cambridge Circus, London, 
WCz. He has assumed the practice of the late Mr 
A. E. Gibbs. 

Mr W. Гезе BROWN, F.C.A., announces that ће 
has been joined in partnership by Mr Trevor H. E. 
Cash, M.B.E., A.C.A., as from October rst, 1955. 
The practice will be carried on under the style of 
Brown, Cash & Co, at т Waterloo Street, Birmingham 
2. 

Professional Note 


Mr John Cockram, r.5.4.4., Chairman of the Water 
Companies' Association, has been appointed a 
member of the Central Advisory Water Committee. 


Army Paymaster-in-Chief Retires 
Major-General Sir Peter Bednall, K.B.E., C.B., M.C., 
A.C.A., who has been the Army Paymaster-in-Chief 


since 1948 retired recently after over forty years 
service. He was admitted ап Associate of the Institute 
in 1920. First commissioned in the Royal Engineers, 
Sir Peter subsequently served six years with the former 
Corps of Military Accountants; for the past thirty 
years he has served with the Royal Army Pay Corps. 

He was promoted Major-General in August 1948, 
on his appointment as Paymaster-in-Chief and In- 
spector of Pay Services and in the New Year Honours 
of the following year was awarded the C.B. He 


.became а K.B.E. in 1953. 


C.P.A. Appointed Deputy Postmaster- 
General of United States 

Mr Maurice Н. Stans, c.p.a., President of the Ameri- 
can Institute of Accountants, has been appointed 
Deputy Postmaster-General of the United States. 
He took office in his new post on October 1st, and 
has resigned his position as a partner in the firm of 
Alexander Grant & Co of New York. 

In 1953, Mr Stans was engaged for several months 
in a special study of postal fiscal systems and account- 
ing practices for the Postmaster-General; he also 
served on a task force which assisted the House 
App pee Committee in reviewing the 1954 
federal budget. 


London and District Society of Chartered 
Accountants 


The London and District Society of Chartered 
Accountants held a luncheon meeting last Monday, 
October 24th, at the Connaught Rooms, МС2, 
when Professor Е. W. Paish, M.C., M.A., spoke on 
‘Maintenance of capital in times of changing prices’. 
Professor Paish's address will be published in a 
subsequent issue of The Accountant. 

Other meetings so far arranged by the Society for 
the 1955—56 session will be held in the Oak Hall of the 
Institute, at 6 p.m., as follows: 


November roth: ‘Taxation aspects of the variation or ter- 
mination of truste’, by Mr J. A. Brightman, Barrister-at- 


Law. 

December 6th: ‘The British Exchange Control system’, by 
F. D. Forgan, м,сом., A.I.B. 

January rith: (1) "The principles of electronic devices and 
their application to accountancy’, by Mr F. Clive de 
Paula, T.D., A.C.A. (2) Bom of high-speed com- 
puting devices to office work’, T. K., Thompson, 
M.A., B.SC., director, Leo Ce lus 

February ath: ‘Automation — a general review’, by Mr 

Fran G. Woollard, M.I.MECH.E., M.I.PROD.E., M.LI.A., 


March. “Sih: ‘Profit-sharing schemes’, by Mr E. Duncan 
Taylor, Е.С.А. 


A dinner and dance will be held at the Park Lane 
Hotel, Piccadilly, on March 16th, and the annual 
general meeting will take place in the Oak Hall of 
the Institute on May Фа at 6 p.m. A residential 
course on certain aspects of management accounting 
has also been arranged and will be held at the Queen’s 
College, Oxford, during the week-end July 6th to 8th. 
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| Census of Production for 1955 


The census of production to be taken in 1956 in 
respect of the year 1955, will, as already announced, 
зе a simplified census on a sample basis, similar to 
the censuses for 1952 and 1953. An order! prescribing 
the matters about which returns may be required 
has now been made by the Board of Trade. Under- 
takings producing coal, gas, electricity, oil-shale, 
crude or refined petroleum or shale oil products are 
exempted from making census of production returns 
to tlie extent to which they supply the necessary 
information to the Minister of Fuel and Power (or 
in certain cases to the Secretary of State for Scotland). 
The order operates from December 31st, 1955. 

Since the arrangements for the 1955 census were 
announced in November 1954, one important 
modification has been made to the sampling scheme. 
Firms engaged in mining and manufacturing that 
employed ten or fewer persons will not now be re- 
quired to make returns. The number of forms to be 
issued will in consequence be reduced by more than 
5,000. 


'The Chartered Accountant Students' 
: Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on “The taxa- 
tion of overseas profits’, by Mr E. Kenneth Wright, 
M.A., F.C.A., Chairman: Mr R. B. Morrish, T.D., M.A., F.C.A. 

Wednesday, 5.30 p.m., at the Institute: Debate on the 
motion "That differences of creed, class and colour make 
impossible the unity and equality of mankind,’ 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on "TIhe taxation system', by Mr F. Е, Porter, 
F.C.A., A.C.W.A. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (т) ‘Records leading to items in final accounts’, 
by Mr Е. R. Porter, F.C.4., A.C. W.^.; and (2) ‘Partnership 
law’, by Mr P. W. Medd, Barrister-at-Law, 

Saturday, 10.0 a.m., at Bedford: Lecture on ‘Accounts: 
partnerships accounts: limited companies', by Mr W. T. 
Dent, д.с.л. Chairman: Mr J. К. Pinnock, Е.С.А. 

Students are reminded that the library and study 

room at 111 Moorgate are open on Mondays to 

Fridays from 9.30 a.m. to 5.30 p.m. The study room 

is available in the evening by prior arrangement. 


The American Institute of Accountants 


The American Institute of Accountants has 
announced that their 1955 awards for outstanding 
service to the accounting profession have been made 
to Mr Lloyd Morey, c.p.a., President Emeritus of 
the University of Illinois, and Mr Saul Levy, С.Р.А., 
of New York. The awards were presented at the 
Institute’s sixty-eighth annual meeting in Washing- 
ton, D.C., held last Tuesday. 

Both awards are being made for contributions to 
civic affairs. Mr Morey is an authority on accounting 
for universities and Federal and municipal govern- 
ment, and has served on many national organizations 


1 Census of Production (1956) (Returns and Exempted 
Persons) Order, 1955 (5.1. 1955 No. 1592). From 
НМ.5.0,, or through any bookseller price 2d, by post 34d. 
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in these fields, while Mr Levy has served as con- 
sultant to the Comptroller of New York City and as, 
vice-chairman of the Mayor’s Committee on Manage- 
ment Survey; he is also a trustee of the Citizens 
Budget Commission. 


Northern Chartered Accountant 
Students’ Society 


The second meeting in the winter session of the 
Northern Chartered Accountant Students’ Society 
was held in the Lecture Theatre, Neville Hall, 
Newcastle upon Tyne, on October 27th, when Mr 
R. Moon, B.LITT., A.C.A., addressed members on the 
‘General commercial knowledge and general financial 
knowledge papers’. | 

A comprehensive future programme – extending 
until April 24th – has been arranged by the Society 
and the meetings to be held up to the year-end are as 
follows: 

November roth, at 6 p.m.: ‘Company law’, by Mr G. R. 
Hodnett, Solicitor. ARUM. 
November 24th, at 4 p.m.: "Practical aspects of liquidations 

and receiverships’, by Mr D. B. Ward, A.C.A. 7 
December rst, at 4 p.m.: ‘Costing’, by Mr J. Shields, 
АСМА. ACIS. | 
December 15th, at 4 p.m.: ‘Company law: directors and 
managers’, by Mr J. L. Gayler, B.COM., LL.B. 
The Society has also arranged two series of tuition 
classes on Saturday mornings, one for Final and one 
for Intermediate students. 


Seminar at Incorporated Accountants’ Hall 


The final seminar in the Michaelmas term to be 
arranged by Professor F. Sewell Bray, F.C.A., F.S.A.A., 
Stamp-Martin Professor of Accounting, will be 
held on Thursday, December ist, at 6 p.m., at 
Incorporated Accountants' Hall. Professor W. T. 
Baxter, B.COM., C.A., Professor of Accounting at the 
London School of Economics and Political Science, 
will speak on ‘Some aspects of American accounting’. 

Accountants and students wishing to attend are 
asked to notify Mr Т. W. South at Incorporated 
Accountants’ Hall, Victoria Embankment, London, 
ҰС2. 


British Institute of Management 


The national conference of the British Institute of 
Management is to be held this year at Harrogate and 
will take place next week from November and to 4th. 
The theme of the conference will be “The impact of 
science on management in the future’. 

At the twenty-four sectional meetings to be held 
in the course of the two days, one-third will take the 
form of panel discussion at which experts in different 
fields will speak on various aspects of a main 
problem. Subjects for two of the sectional meetings 
will be ‘Accounting and progress: shaping the 
accounting organization to meet new management 
needs’, and ‘Basic concepts in accounting’. Professor 
Е. Sewell Bray, Е.С.А., Е.5.А.А., Stamp-Martin 
Professor of Accounting, will be the speaker on the 
latter subject. 
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Central London Discussion Group 

The Central London Discussion Group of the 
London District Society of Chartered Accountants 
held its first meeting of the current session on 
October 4th. Тће administrative troubles of large- 
scale profit-sharing schemes – which came as some- 
thing of a surprise to many of the members ~ were 
discussed at length. 

Further meetings of the Group, to be held at The 
Lamb and Flag, Rose Street (off Garrick Street), 
WC2, at 6 p.m., have been arranged as follows: 
Wednesday, November 2nd, 1955: "Ihe profession of 

accountan . 

Thursday, December rst, 1955: ‘Management accounting’. 

Tuesday, January 3rd, 1956: “Investment allowances and 
initial allowances’. 

Wednesday, February 1st, 1956: (Subject not fixed). 

The Group invites potential new members to its 
next meeting. Write or telephone to Mr Stanley Dent, 
A.C.A, 187 Wardour Street, Wr. Gerrard 7026. 
(Subscription ros per annum. Attendance charge, 
3s 6d per meeting.) 


Crawley Accountants’ Group 
At an informal meeting held recently between a num- 
ber of accountants in the Crawley Area, it was decided 
to form a local accountants’ group and hold monthly 
meetings throughout the winter. The group has 
been established to meet a situation where no single 
body has a large enough membership at present to 
hold meetings successfully and it is not intended to 
encroach on the branch activities of the separate bodies. 

The Group’s first meeting has been arranged: for 
next Wednesday, November 2nd, at 8 p.m., in the 
West Green Centre, Crawley, when Mr R. May, of 
The A.P.V. Co Ltd, will speak on the subject 
‘Where the accountant fails management’. After Mr 
May's talk and a short general discussion, a com- 
mittee will be elected and other matters in connection 
with the formation of the Group discussed. 

'Those accountants in the Crawley area wishing 
to join the Group are invited to attend the meeting or 
to write to Mr P. S. Wells, A.A.C.C.A., A.C.W.A., 
Saxonholme, 107 Gales Drive, Three Bridges, Sussex. 


The Association of Superannuation 
and Pension Funds 
AUTUMN CONFERENCE 1955 

A conference of members of The Association of 
Superannuation and Pension Funds is to be held in 
the Great Hall at Caxton Hall, Westminster, London, 
SW1, on November xrth, at 2.30 p.m., when The 
Rt. Hon. Reginald Maudling, M.P., Minister of 
Supply, will speak on “The economic and social 
significance of superannuation’. 
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Hospital Financial Officers’ Conference’ 
The fifth annual general meeting of the Associatio 
of Chief Financial Officers in the Hospital Service 1 
England and Wales will be held on November roth 
at 3 p.m., at the Royal Free Hospital, Gray’s I 
Road, London, WCr1. On the following day the ann 
conference will take place at the Connaught Rooms 
Kingsway, London, WC2, commencing at 10.30 a.m 

The theme of the conference will be ‘Developmen 


of Economics, and Dr Е. Avery Jones, M.D., F.R.C.P, 
Mr R. С. Sharphouse, F.LM.T.A, F.H.A., will take th 
chair, 
Stamp Memorial Lecture 

A Stamp Memorial Lecture, entitled "The presen 
о of central banks’, will be given by Si 

heodore Gregory, D.SC.(ECON.), at the Universi 
of London: Senate House (entrance from Russell 
Square or Malet Street, WC), at 5.30 p.m. on 
Monday, October 31st, 1955. 

The lecture is addressed to students of the Univer- 
sity and to others interested in the subject, admission 
being free, without ticket. 


Mansfield Law Club 
The following meetings have been arranged by the 
Mansfield Law Club to conclude the Michaelmas 
term: 
November 10th, at 7 p.m.: ‘A moot of company law’. In the 
Chair: Mr Henry Salt, Q.C., M.A., LL.B., Bencher of Gray’s 


November 24th, at 6 p.m.: ‘New aspects of constitutional 
law’, by Mr С. Locke White, LL.B., Barrister-at-Law. 
December 8th, at 6 р.т.: ‘Modern industrial law’, by Mr 

M. N. Rimel, LL.M., Barrister-at-Law. — 

These meetings will be held at the City of London 
College, Moorgate, EC2, and will be preceded by 
an informal tea for members and their guests. Visitors 
are welcome to attend. 


Taxation of Profits and Income 

The reports of the Royal Commission on the Taxation 
of Profits and Income, together with the reports of 
the two Tucker Committees, run to some goo pages 
of matter which is not easy to assimilate. The Federa-' 
tion of British Industries has now published a digest of 
these reports, prepared by Mr Frank Bower, С.В.8., 
Chairman of the Federation’s Taxation Committee. 
The digest consists of 83 pages of summary together 
with an index containing references to the original 
reports as well as to the digest itself. It is published 
at ss. The summary is purely factual, no comment 
being made, and includes references to the relevant 
paragraphs of the reports. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 G lines) 


VALUERS AND ASSESSORS. 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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SEVENTY -FIVE YEARS AGO 
From Whe Accountant or OCTOBER 30TH, 1880 


‘Extract from leading article entitled 


PROFESSIONAL ACCOUNTANTS. 


An article from the Globe, which we reprint else- 
where, deals with the position of professional 
accountants; and, as it appears to us, puts the case on 
the whole very fairly from the point of view of the 
public. It is true that some of our contemporary’s 
comments are not exactly of a kind likely to afford 

much pleasure to the profession represented by this 

боша but the perusal should cause no feeling of 
kare: for there is a distinct and emphatic recognition 
of the fact that truly representative accountants have 
played no part in the practices which have resulted in 
condemnation of the body at large, and that they have 
in fact long striven to emancipate themselves from an 
association no less galling because it has been at most 
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merely one of name. This critic places the matter in a 
réasonable light, when he says, “As in most other 
vocations, there are and always will be accountants 
and accountants—those who have thoroughly studied 
their profession, and take a pride in it, and who feel 
equally with the public, a contempt and disgust for 
the mean and paltry devices resorted to by so many— 
and on the other hand, those who for one reason or 
another—(frequently that of having failed in all other 
enterprises) procure a brass plate, and constitute 
themselves ‘public accountants’ without the slightest 
hesitation.” It is these latter who by their ignorance of 
accountancy have often brought real accountants into 
unmerited ridicule; and by their shady practices have 
invoked wholesale condemnation upon the entire 
body. And it is these latter who—if the public can 
be brought to appreciate the real significance of the 
Chartered Institute, and the protection against 
incompetency and disrepute which it will afford— 
should find their occupation gone. . 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


A large gathering in the Oak Hall at the end of last 
month indicated that the autumn session had begun. 
About 150 students assembled for the first of the 
new members’ meetings to hear welcoming speeches 
from the President of the Institute and the President 
of the Students’ Society and from the Vice-Chairman 
of the Committee. 

On the following Monday the autumn lecture 
session opened with an address by Mr Hugh T. 
Nicholson, F.C.A., entitled ‘Companies Act difficul- 
ties’. Mr Nicholson admitted openly that he aimed 
to provoke thought and some of his less orthodox 
views certainly succeeded in doing so. 


The Union Conference 


The Society’s size sometimes allows members to 
forget the existence of no less than twenty-three 
students’ societies in the provinces. ‘This tendency 
can be corrected when the Union meets for its annual 
conference in London on December 9th and roth. 
Members who have matters which they wish to be 
placed on the agenda should write to the Secretary 
of the Students’ Society. 


Debates 
Over the past few years debates have often been 


poorly attended and the debates secretary is anxious 
that this session shall show an improvement, and in 
particular, wishes to pick a team to visit the Birming- 
ham Society early next year. Members will note from 
their programmes that on November roth, a joint 
debate is being held with the Midland Bank Debating 
Society ~ this should be an entertaining evening. 


Social Activities 


All tickets for the December dance have now been 
sold and a waiting list has been opened. 

Members are reminded that applications for the 
annual dinner should be in by November 131. 


Suggestions 

The suggestions of those.who took part in the 1955 
residential course have been considered and will be 
adopted as far as is practicable next year. Many of 
them were of great use to the sub-committee who still 
consider the course to be in its experimental stage. 

The Committee would also be grateful for 
suggestions and comments on the Society’s other 
activities, as it is in this way that it can gauge 
members’ opinions. A glance at the book provided 
for this purpose in the library shows that it has not 
been used since March. 
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OFFICIAL NOTICES 





Manchester College of Technology 
APPOINTMENT OF BURSAR 
The Governors of the Manchester College of Technology invite 
applications for the t of Bursar. 
he Manchester Corporation propose to transfer the college in 
the near future to a new corporate body to be set up under a 
charter ted by Her Majesty The Queen, 

The Bursar will be the executive officer responsible to the 
principal for such non-academic administration as may ђе 
assigned to him by the governors, and in particular for finance 
matters and for matters relating to the development and main- 
tenance of the estate and buildings of the college. 

Candidates must possess administrative and managerial ability 
of a high order and should possess qualifications in accountancy. 

The salary will be within the range £1,500 to (2,000. 

The post will be superannuable, 

Further particulars and forms of application may be obtained 
from the Principal, College of Technology, Sackville Street, 
Manchester, 1, and should be returned to him by November 3oth, 
1955. | 


The Institute of 
Chartered Accountants of Scotland 
(Incorporated by Royal Charter in 1854) 
Diet of Examination, December 1955 
The next diet of examination will be held in Edinburgh, Glasgow, 
Aberdeen, Dundee and London on the following dates: 
INTERMEDIATE EXAMINATION: Thursday and Friday, December 
15th and 16th, 1955 . 
FINAL EXAMINATION: onday, Tuesday, Wednesday, Thursday 
and Friday, December 1ath, 13th, 14th, rsth and 16th, 1955. 
The closing date for receipt of examination entries is November 
I5th; other details of entrance fees and procedure for entry are 
set out in the Institute's Syllabus of Examinations (dated Sep- 


tember 1953). 
By order of the Council, 
Е.Н. V. McDouvucarr, 


27 Queen Street, 
i Secretary. 


urgh, 2. 








National Coal Board 
West Midlands Divislon 
Applications are invited from qualified Accountants for the 
position of ASSISTANT AREA INTERNAL AUDITOR, Warwickshire 
Area, located at Lindley Lodge, Watling Street, Higham-on-the- 
Hill, Nuneaton, War. 
The will be £680x до to £800. This post offers good 
prospects of advancement in the Board's Finance Department. 
Applications stating age, education, qualifications and experi- 
ence to the Divisional Establishment Officer, Himley Hall, 
Dudley, Worcs, by November rat, 1955. 








Borough of Wanstead and Woodford 


Каттмо AssisTANT wanted. Clerical Division salary scale £495 
to £545 (plus London weighting). Duties include valuation aspects 
of rating authority's work. Applicants should have suitable 
experience and examination qualifications, 
e appointment is subject to national conditions of service, 
superannuation and medical examination, 
Applications, with names of two referees, to reach the Borough 
Treasurer, Municipal Offices, High Road, Woodford, Er8, by 
first post Monday, November 7th, 1955. 
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ROYAL EXCHANGE 


October 29th, 1955 


A SELECTION OF 


AUTHORITATIVE BOOKS 


from the lists of Gee & Co (Publishers) Ltd 


BUILDERS COST CONTROL, BONUSING 
AND ACCOUNTS. Ist Edition (1952) by F. 
BRANDWOOD, A.C.W.A., A.I.1.A. 25/- net, 25/6 post free. 
COMPANY CONTROL. Ist Edition (1952) by 
Т. С. ROSE, F.LLA., МІ.МЕСН.Е., M.LP.E. 10/6 wet, 
10/10 post fres, 

CONTROL THROUGH ACCOUNTS. Ist 
Edition (1950) by J. н. BURTON, F.S.A.A., ЕІ.М.Т.А., 
F.R.ECON.S. 8/6 net, 8/11 post free. 

COST AND FINANCIAL ACCOUNTS AND 
THEIR RECONCILIATION, 204 Enlarged 
Edition (1947) by WILLIAM BELL, F.C.W.A., F.C.C.S. 
30/- net, 30/11 post free. 

DEVELOPMENTS IN COST ACCOUNTING. 
lst Edition (1947). THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 8/6 net, 
8/11 post free U.K. 

DICKSEE'S AUDITING. 17th Edition (1951), 
revised by BRIAN MAGEE, B.COM., F.C.A. 52/6 met, 
53/9 post free U.K. 

STUDIES IN MANAGEMENT TECHNIQUES. 
1st Edition (1953). с. W. BRIGGS, A.C.W.A., A.C.C.A. 
21/- net, 21/6 post fres U.K. 

THE MUNICIPAL OFFICE MECHANIZED. 
Ist Edition (1951). J. н. BURTON, F.S.A.A., F.C.C.8., 
F.I.M.T.A. 12/6 net, 13/- post free О.К. 

GROUP ACCOUNT HOLDING COM- 
PANIES. Ist Edition (1951). ANGUS MACBEATH, 
С.А., А.С.№.А., and А. J. PLATT, A.C.A. 17/6 net, 
18/- post free О.К. 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL ST, LONDON, EC2 


Established [886 
H. W. SMITH & MOON 


(Douglas С. Bond, ALA.L.P.A.) 
AUCTIONEERS & VALUERS 
Specialists in Building, Contracting & Allled Trades 
6 GREAT JAMES STREET, BEDFORD ROW, WCI 
(Telephone: HOLBORN 9638) 


HOTELS AND RESTAURANTS 


HAMMERSLEY KENNEDY & CO, 19 Hanover 
Square, London, WI, have since 1899 specialized in the 
sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate 
agency. The partners are members of the leading 
professional bodies. 





Accountants are 


invited to apply for the 
Corporation’s Agency. 


ASSURANCE : INCORPORATED A.D. 1720 


Hap Orricz: ROYAL EXCHANGE, Гомром, Branches throughout the Country. 
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AUTUMN BUDGET -II 


HE first thoughts to which the increased rate of distributed 

profits tax gave rise when Mr BUTLER presented his 

"Autumn Budget have' proved correct. The increase from 
20 to 25 per cent on profits distributed is not very onerous. 
Bearing. in mind that only a comparatively small proportion of 
profits earned is in fact distributed, the change leaves companies 
in general still better off than they were last April before the 
standard rate of income tax was reduced by 64 in the £. А company 
whose dividend is covered three times will still be paying less 
tax than it did before April. As to the profits tax on profits ploughed 
back, the rate of 24 per cent is less than half of the corresponding 
rate over the five years to the end of 1951. Nothing could be more . 
eloquent of the mildness of the change than the estimate of its 
yield; a negligible amount between now and next April, £10 
million in 1955~56, and £38 million in subsequent years — assum- 
ing that the new rate survives so long. The effect on purchasing 
power is likely to be equally, or even more, slight. 

Profits tax never grows simpler. Each new complication is added 
to all the existing. ones. Distribution charges may in the future 
be made at four distinct rates, on the lines laid down in paragraph 
1 of the Seventh Schedule to the Finance Асе, 1952. Again, MR 
Butter could hardly have chosen a more awkward date for the 
change than November 1st. Except for the relatively few companies 
making up accounts to October 31st, all accounting periods which 


include that date will have to be.split into two separate chargeable 


accounting periods. The provisions directed against avoidance of 
tax by the declaration of increased dividends, in paragraph four of 


‘the Second Schedule of the new ‘Finance Bill!, follow the lines 
.of paragraph 2 of the Sixth Schedule to the Finance Act, 1951. 


. The estimates indicate that the attack on “dividend stripping’ 


ів not expected to produce a significant amount of tax, notwith- 


standing the CHANCELLOR’s reference to the ‘considerable loss 


ло the Revenue’ and his determination to stop the practice. Here 


again the move no doubt rests on psychological considerations; the 
knowledge that so blatant a device was possible was calculated 
to affect the morale of the ordinary taxpayer. However, the device 
is perfectly legitimate in the present state of the law, and is only 
an adaptation of the long-standing practice of bond-washing, which 
even now is permissible within limits. Both rest on the ability to 
dispose of shares, swollen with dividend, to a finance company 
which can resell them or the assets which they represent, ex- 


- dividend, and can set off the loss against the dividend. 


In these circumstances it is not surprising that the stop- 
gap legislation is not retrospective, although the relevant 
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Budget resolution seemed to indicate otherwise. 

Where shares carry heavy arrears of, say, 
cumulative preference dividends which are soon 
to be paid, it is often profitable to sell them to a 
charity or approved superannuation fund. In 
the hands of such a body the dividends are not 
only free from surtax, but even the standard rate 
income tax can be recovered, What the sale trans- 
action amounts to in effect is that the charity is 
sharing with the seller the tax advantage which 
was meant to be enjoyed by the charity alone. 
This device, too, is a direct target of the new 
Finance Bill. Here again, the change will not have 
retrospective effect. With present high rates of 


' tax, charity exemption produces many anomalies. 


There is no provision for what might be called 
semi-charities; either full exemption applies, or 
· no exemption. There are many bodies which 
qualify technically but whose moral right to 
complete exemption seems to be somewhat 
tenuous. The problem requires something more 
radical than this attack on a minor anomaly. 
Although nothing was said about them by the 
‘CHANCELLOR, there is still time to implement in 
the new Ешапсе Bill the recommendations of the 
second Tucker Committee concerning retirement 


benefit schemes fór self-employed persons and: 


controlling directors. Reliefs of this kind are the 
reverse of inflationary since they cannot be ob- 
tained without the saving which is now regarded 
as so desirable. The change is at least as com- 
mendable as the proposed extension of surtax 
relief" to Lloyd's underwriters in respect of 
profits which they pay into special reserve funds. 
The CHANCELLOR expressed the hope that this 
additional relief would enable the underwriters 
to maintain and expand their foreign business. 

Ап anti-inflationary Budget was bound. to 
increase purchase tax. The main rates of 25 per 
cent, 50 per cent and 75 per cent now become 
30, бо and go per cent respectively. A large 
variety of domestic and kitchen utensils, hitherto. 
exempt, are now charged at 30 per cent; they 
include household brushes, brooms and mops, 
coal scuttles, smoothing irons, and shopping 
bags. Gas and electric space- and water-heating 
appliances of a kind not suitable for operation 
from the mains, which have also been exempt, 
áre now charged at 60 per cent. 

, The complicated system of ‘D’ reliefs, arrived 
at after exhaustive examination by the Douglas 
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Committee, is now thrown aside. Under the 
system, fixed maxima were laid down for individ- 
ual articles (the Finance Act which implemented 
it was unique in that it contained a catalogue of 
all.the garments which could’ conceivably be ` 
worn). The excess of the wholesale price over the 
statutory maximum attracted tax at 25 per cent, 
with the exception of certain fur articles which 
paid at 50 per cent. These latter now pay 50 per 
cent of the full wholesale price, while ordinary 


‘garments, handkerchiefs, braces, mattresses, pil- 


lows, and most kinds of domestic. furniture pay 
5 per cent. Woollen cloth and headgear formerly 
within the ‘D’ scheme become chargeable at а 
flat rate of 10 per cent. Head-gear and cloth form- 
erly charged at 25 per cent are now charged at 
то per cent, while cushions formerly also charged 
at 25 per cent are now charged at only 5 per cent. 
Thus there are now six different rates; periodic- 
ally the number of rates is increased for one reason 
or another and then later is decreased in the 
interest of easier administration. The tax on 
travelling rugs, pram rugs, and woollen domestic 
textile articles and soft furnishings is abolished. 
Babies’ high chairs, cots and cradles are also 
exempted. 

Reductions in favour of woollen cloths are ot 
course meant to encourage trade. For a similar 
reason the 50 per cent charge on goldsmiths’ and 
silversmiths’ wares and on articles made of 
semi-precious materials (Group 27) will no 
longer apply. These articles will be charged by 
reference to the remaining groups. Normally the 
charge will be 60 per cent but trophy cups, 
bowls and similar articles awarded as prizes will 
pay only 30 per cent. Group 11 (d) which charged 
cut glass at 50 per cent is cancelled; cut glass 
articles pay the same tax as similar articles made 
of ordinary glass, i.e. tableware and illuminated 
glass at 30 per cent, ash-trays at 60 per cent, and 
powder bowls at 9o per cent. 

Although one recognizes the various reasons 
for the different changes, some of the incidental 
effects are rather startling. The humble dustbin, 
which no one buys unless he needs it, and which 
he is enjoined by the Public Health Act to buy, 
attracts tax at the rate of 30 per cent while 
ceremonial staffs and maces of solid gold go free. 
A common glass powder bowl pays go per cent, 
a solid gold snuff box only 60 per cent. Here is 
material for a new Swift. Where a taxed article 
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ranks as ‘plant’ for income tax and qualifies for 
investment allowance, the additional purchase tax 
will actually put money into the traders’ pocket. 
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The new Autolycus has averted his gaze from 
such trifles as the stamp duty on share transfers 
or on cheques. 


THE BUDGET AND INFLATION 


'Ihere are two main issues arising out of MR 
BurLER's autumn Budget. First of all, it has to 
be judged on the effect it will have abroad, 
where protestations about the strength of any 
currency are received somewhat cynically when 
an inflationary situation arises and talk of a 
strong economic policy is not followed up by 
deeds. Secondly, it has to be judged on its 
disinflationary potential. In other words, has 
Mr BUTLER succeeded in holding the inflationary 
pressure which is building up on both consumer 
and capital goods, and which is endangering the 
export drive? 

It is fair to say that the CHANCELLOR was right 
to take remedial action this autumn, and when 
account is taken of reactions abroad, there is much 
to be said for dressing his proposals up in Budget 
form. Having accepted so much, however, there 
will be less approval of the individual proposals. 
The CHANCELLOR has set out to reduce the tension 
on the economy and there were four ways in 
which he could do it without resorting to physical 
controls. These were by reducing expenditure 
on consumer goods, by reducing outlay on capital 
goods, by reducing Government expenditure and 
by imposing a further increase in Bank rate. 
He has chosen the second and third of these but, 
in fact, he proposes to rely to a large extent on 
reducing consumer expenditure by raising prices. 
His proposals for containing capital expenditure 
(with the exception of housing which may be 
classed for this purpose along with consumer 
goods) are mainly to make reductions on paper 
which were made known as far back as last July. 

Many, however, feel that there should have 
been a reduction in Government expenditure but 
the CHANCELLOR has preferred to discourage 
purchases by the public by increasing purchase 
tax on a wide range of goods, while reducing it on 
а few to remove anomalies. It was to be expected 
that а move of this kind would create a political 
uproar, since it can be made to look as though the 
CHANCELLOR was penalizing a majority of con- 
sumers while allowing a pfivileged few to continue 
to buy certain goods at lower prices. In so far as 
Mr BUTLER can persuade people to reduce their 


buying because prices have increased, his policy 
will have been successful. ‘The more the cure 
hurts without the pain becoming chronic, the 
more pleased he ought to be and there is plenty 
of time for the CHANCELLOR to recoup his prestige. 

Where the Budget may misfire is in the 
reaction of investors and the trade unions. It 
may yet be found that the serious miscalculation 
was not the bitter debate which followed in the 
House of Commons, but the immediate mark up 
of stock exchange prices which took place on the 
interpretation of the Budget proposals as in- 
flationary because they would increase prices. 
Trade unionists, as well, were not slow to assert 
that the increase in the price of consumer goods 
would in turn increase their demands for higher 
wages. Were it to come about that the investing 
.public continued to interpret the Budget as 
inflationary while the trade union leaders did the 
same, it would in fact become inflationary. The 
startling situation would then have arisen where a 
disinflationary Budget – and such it is on paper – 
had become an ‘inflationary one. 

The effect of the Budget on industry is difficult 
to assess. Industries making household equip- 
ment, with the exception of textiles which will 
benefit from the end of the ‘D’ scheme, are likely 
to have the recent increase in turnover halted. 
In the same way the motor-car industry may find 
that the rate of expansion of sales in the home 
market is slowed up somewhat. While no industry, 
is likely to have its domestic market severely 
penalized, the CHANCELLOR hopes, of course, 
that there will be an added incentive to export. 
Industries dependent on the housing programme 
may be among the most severely affected by 
the cut in the housing subsidy from about {22 
to £10 a house on new building. The total effect 
on house building of this reduction, together 
with the incentive now open to local authorities 
to charge differential rents as they need no 
longer pay a fixed subsidy into their housing 
funds and the promised revision of the Rent 
‘Control Acts, remains to be seen. The prospect 
of higher council house rents makes changes in 
the Rent Acts inevitable. 
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FOREIGN POSSESSIONS: CESSER OF SOURCE. 


TAXATION OF FOREIGN REMITTANCES 
by T. J. SOPHIAN 


HERE is a wealth of case law on the 

taxability of remittances of money from 

abroad, and the statute law on the subject 
has been altered from time to time. Perhaps the 
most important amendments in recent times are 
to be found in the provisions of Section 24 of 
the Finance Act, r953, which nullified such 
decisions as Hall v. Marians (12 АЛ.. 
374; 18 T.C. 148), Wild v. King-Smith (20 A.T.C. 
197; 24 T.C. 86), and C.I.R. о. Gordon (31 
A.T.C. 165; 33 T.C. 226). 
` Case IV of Schedule D applies to income from 
foreign ‘securities’, while Case V applies to income 
from foreign 'possessions' (see Section 123 of the 
Income Тах Act, 1952). The general charging 
provisions are now to be found in Section 122, 
which provides, inter alia, that Schedule D shall 
be charged in respect of the annual profits or 
gains arising or accruing: 

(1) to any person residing in the United Kingdom 

from any trade, profession, employment ог 

vocation, whether carried on in the United King- 
dom or elsewhere.’ 
Income from a trade, profession or vocation, 
carried on wholly abroad is taxable, if at all, under 
Case V (Colquhoun v. Brooks (2 'T.C. 490)). 

ТЕ the foreign ‘possession’ is an employment, 
then the test of whether it is to be regarded as 
being wholly carried on abroad, so as to come 
within Case V, will depend on whether the 
remuneration for the services, under the terms 
of the contract, or in accordance with the course 
of dealing between the parties, is made wholly 
abroad (Bray v. Colenbrander (31 А.Т.С. 382)). 


.Basis of Computation of ‘Tax under Case У 
'The basis of computation, i.e. calculation, of the 
tax under Case V, 18 governed: by Section 132 of 
the Income Tax Act, 1952. 

The computation is on the full amount of the 
income arising in the year preceding the year of 
assessment (subsection (1)), but the ‘remittance 
basis’ is substituted for the ‘arising basis’ in the 
cases falling within subsection (2). These cases 
are where the person in. question is not domiciled 
in the United Kingdom or where, being a British 
subject or a citizen of Eire, he is not ordinarily 
resident in the United Kingdom (paragraph (а)); 
where the income is immediately derived from 


the carrying on of any trade, profession or 
vocation, either solely or in partnership (para- 
graph (b); where the income arises from any 
other employment or pension (paragraph (c)). 


ТРА Basis 

In these cases the tax is to be computed, under 
Cases IV and V, on the remittance basis. Under 
subsection (3) (5), of Section 132 of the Income 
Tax Act, 1952, in the case of tax chargeable 
under Case V, the computation is to be on 
the full amount of the actual sums received in 
the United Kingdom in the year preceding 
the year of assessment from remittances payable 
in the. United Kingdom or from property im- 
ported, or from money or value arising from 
property not imported, or from money or value so 
received on credit or account in respect of any such 
remittances, property, money or value brought 
or to be brought into the United Kingdom. 

This paragraph (5), which enabled the taxpayer 

to avoid tax in the circumstances of such cases as 
Hall v. Marians (supra), was later modified, and 
the loophole of tax avoidance was closed, by the 
provisions of Section 24 of the Finance Act, 1953. 
Under subsection (1) of that section, income from 
foreign securities or possessions, applied outside 
the United Kingdom by a person ordinarily 
resident in the United веса in or towards 
satisfaction: 

(a) of a debt for money lent to him in the 
United Kingdom or for interest on money 
so lent; or 

(b) of a debt for money lent to him outside the 
United Kingdom and received in or brought 
to the United Kingdom; or 

(c) of a debt incurred for satisfying in whole 
or in part a debt falling within paragraph 
(а) ог (b): 
was to be treated as received by him in the 
United Kingdom and for the purposes of 
paragraph (6) of subsection (3) of Section 
132 of the Income Tax Act, 1952, as so 
received from remittances payable in the 
United Kingdom. 

There are other provisions in Section 24 which 

are aimed at drawing În the tax net yet tighter 
in similar circumstances. z our present purpose, 


however, it. wil s Suffice * e to i to get Qut Ue thé 
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facts in Hall о. Marians and to point out that 
such devices can no longer be effective. 


The Principle of Hall о. Marians 

In Hall v. Marians the taxpayer paid into a bank in 
Colombo the profits of a business carried on there, 
these profits being invested from time to time. 
The taxpayer, while in this country, borrowed 
money from a London bank with a branch in 
Colombo. The loan, it was subsequently arranged, 
was to be transferred to the Colombo branch, 
and was to be there discharged by the sale of 
securities held there by the Colombo branch for 
the taxpayer. In these circumstances, it was held 
that there had not been any receipt here of the 
foreign income, and no liability to tax arose. 
For variations of the same theme, one should 
refer to Wild v. King-Smith and СТЕ. v. 
Gordon (supra). 

To return to the main point, however, after 
this digression which was necessary to link up 
paragraph (b) of Section 132 (3) of the Income 
Tax Act, 1952, with the alterations made by 
Section 24 of the Finance Áct, 1953, to meet such 
decisions as Hall v. Marians and the other 
decisions referred to. 

Аз already pointed out, the remittance basis 
is relevant in the cases set out in subsection (3) 
of Section 132. Attention at the same time might 
also be drawn to Section 376 of the Income 
Тах Act, 1952. 


Pensions on Cesser of Office 
Under this provision, when a person has ceased 
to hold any office or employment, and any 
pension or annual payment is paid to him, or to 
the widow or child, or to any relative or dependant 
of his, by his ex-employer, then notwithstanding 
that the pension is paid voluntarily, or is capable 
of being discontinued, it is to be deemed to be 
income, and, in the case of a pension or annual 
payment paid by or on behalf of a person outside 
the United Kingdom, it is to be assessed, and 
charged under Case V as income from a pension, 
ie. on the remittance basis. In any other case 
it is assessable under Schedule E. 
| 


n Севвег of Source 
To consider now the statutory provisions dealing 
with the case where there has been a cessation of 
the source of income taxable under Case IV or 
Case V. . 

The relevant provisio& in the Income Тах 
Act, 1952, is subsection (2) of Section 134. That 
subsection, however, was repealed by Section 
76 (8) and the’ Nineteenth Schedule of the 
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Finance Act, 1952, and Section 18 of the Finance 
Act, 1952, was substituted in its place. Section 18 
of the Finance Act, 1952, applies as from the 
year 1952-53 onwards, so that the position with 
regard to earlier years is still governed by 
Section 134 (2) of the Income Tax Act, 1952. 

In the event of a cesser of the foreign source 
(e.g. the disposal of shares in a foreign company 
or the cesser of a trade or business or employment 
carried on or exercised abroad), Section 134 (2) 
applies the provisions of Section 130 of the 
Income Tax Act, 1952, with regard to the 
discontinuance of a trade, ‘subject to the necessary 
modifications’. For the years prior to 1952~53, 
therefore, the position where there is a cesser 
will be governed by Section 130 of the Income 
Tax Act, 1952. 

Without going into detail, under Section 130 
(1), tax is charged for the year of cesser on the 
amount of the profits or gains of the period. 


» beginning on April 6th in that year and ending 


on the date of discontinuance (paragraph (a)); 
while the charge for the penultimate year (i.e. 
the year preceding the year of cesser), 18 subject 
to an adjustment, if the actual profits of that 
penultimate year exceed the profits on which 
tax has been charged for such penultimate year. 
'These profits would be the profits of the year 
preceding the penultimate year. If the actual 
profits of the penultimate year are larger than 
the assessed profits for that year, then the 
former are to be substituted under paragraph (b) 
of Section 130 (1) of the Income Tax Act, 1952. 

Attention 18 drawn to the words 'profits or 
gains’ in Section 130 (1) (a). They obviously 
cannot cover the profits arising in the year of 
cesser in cases where under subsection (3) (b) of 
Section 132 the tax is computed on the remittance 
basis. These words must be modified accordingly, 
so that if the case is one in which tax is chargeable 
on the foreign income on a remittance basis, 
then for the year of cesser, the tax can be charged 
only on such part of the foreign income which 
has in fact been remitted or received here during 
the period between April 6th in the year of 
cesser and the actual date thereof. Remittances 
of the foreign incomes effected after the date of 
cesser cannot be chargeable under Section 130 
(1) (a) of the Income Тах Act, 1952. 


Position under Section 18 of the Finance 
E Act, 1952 


То examine next the position under Section 18 
of the Finance Act, 1952, which applies for the 
years 1952-53 and onwards. Under Section 18 
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(1) (5) of the Finance Act, 1952, the tax for the 
year of cesser is to be computed on the profits or 
income arising within the year. The succeeding 
words in paragraph (Б) ‘instead of the profits 
etc. arising within the preceding year’ merely 
mean that one is not to take the preceding year 
basis as is ordinarily required by Section 132 
(3). (b) of the Income Tax Act, 1952. 
. Paragraph (b) of Section 18 of the Finance 
Act, 1952, then goes on to provide that for the 
` penultimate year, ie. the year preceding the 
year of cesser, one must take the actual amount 
of the profits or income arising within such 
penultimate year, if they are greater than the 


profits which would otherwise be taken, i.e. the. 


profits for the year preceding the penultimate 
year. 

Section 18, furthermore, contains an express 
provision, of which one cannot find any counter- 
part in Section 131 of the Income Tax Act, 1952, 
this provision being to the effect that references 
to ‘income arising’ shall, in cases where tax is 
to be computed by reference to the income 
received in the United Kingdom, be construed 
as reference to income so received. 

;In the case, therefore, where the foreign 
income is taxable on the remittance basis, tax, 
as regards the year of cesser of the source, will 
be chargeable on the income 'received in the 
United Kingdom within the year’ (i.e. the year 
in which the source ceased). 

. Accordingly, it would seem that under Section 
18 all remittances of the income at any time 
during the year of cesser, and even after, will be 
chargeable. Remittances of income in any year 
subsequent to the year of cesser will, of course, 
not be chargeable, since the source will not be 
then in existence and it will make no difference 
that such remittances are in fact profits from the 
foreign source which have been banked or 
invested. 

: Whatever the practice may have been, one 
cannot say that the same result emerges from the 
language of Section 130 (1) (а) of the Income 
Тах Act, x952, and it is extremely doubtful 
whether remittances of income after the date of 
cesser, even though made in the year of cesser 
itself, are in fact chargeable at all. 

Where the remittance basis applies, the date 
when the income arose 1s immaterial, for regard 
will be had only to the actual remittance and the 
date of receipt in the United Kingdom. 


Proceeds of Sale of Investments of Income | у 
Thus, in Walsh v. Randall (19 A.T.C. 92; 23 
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Т.С. 55), the taxpayer, who was resident in the. 
United Kingdom, was a partner in a firm carrying 
on business in India. The share of his profits 
from the business was paid into an Indian bank 
and invested. The taxpayer instructed the bank 
to sell some of these securities and to transfer 
£10,000 to London by draft in favour of. an 
English hospital. 'The draft, however, was sent to 
the taxpayer in England and was handed by him 
to the hospital. It was held that the proceeds of 
sale of the securities represented income earned 
abroad, which had been received by the taxpayer 
in this country, so that they formed part of his 
assessable income. 


Effective Transfer Abroad 


Had the money, however, been effectively 
transferred to the hospital outside the United 
Kingdom and before its arrival here, the position 
„would have been different, and there would have 
been no receipt of it here by the taxpayer himself. 

In contrast with this case is the case of Carter 
v. Sharon (15 А.Т.С. 122; 20 Т.С. 229). There, 
.an American citizen sent remittances to her 
daughter in the United Kingdom. The agents 
abroad drew upon the mother's banking account 
in America, and with the proceeds purchased a 
banker's draft drawn on a London bank and 
made payable to the order of her daughter. Under 
the Californian law, which was applicable, the 
property in the draft immediately passed to the 
daughter and the gift of this money to her 
thereby became complete outside the United 
Kingdom. It was held that there was no receipt 
of the money here by the mother, nor did she 
become ‘entitled’ thereto, so that she was not 
assessable. With this case one may also compare 
Timpson's Executors v. Yerbury (15 A.T.C. 1; 
20 Т.С. 155) where likewise there was held to 
be no receipt or entitlement on the part of the 

. donor. 

It is to be observed, however, that in such 
cases as Walsh v. Randall (and see Patuck v. 
Lloyd (23 A.T.C. 357; 26 T.C. 284)) the source 
of the foreign incomes was — ог at any rate was 
treated as being -still subsisting, for had the 
source not been in existence at all in the year of 
the receipt of the money in the United Kingdom, 
the donor could not have been chargeable. 

In further contrast with all these cases, one 
should note such cases as Kneen v. Martin. 
(13 A. T.C. 554; 19 T.C.*33), where the remittance 
from abroad was held to be a remittance of 
capital (and not of income) and accordingly not 
chargeable to tax. 
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EFORE getting down to my main subject, 
I should like to say a few words on the amount 
of information given by companies to their 
tdinary stockholders as to trading results at present, 
and on the relations which I think should prevail 
'etween directors of companies and their stockholders. 
Present-day practice, in the case of nearly all 
‘companies, is to issue annual 
accounts to. their: stockholders 
which reach them from two to 
six months after the end of the 
financial year. These accounts 
always take the same form: a 
directors’ report, which says 
‘масе directors propose should 
Бе done with the profits, and a 
profit and loss account, which 
starts off with the figure of trad- 
ing profit and finishes with the 
amount available for dividends. 
This account also has to disclose 
the charges for depreciation, in- 
terest оп е company's deben- 
tures and other fixed loans, 
directors' remuneration and 
United Kingdom taxation, so as 
to comply with. the Companies 
Act. Then follows the balance 
sheet with the auditors' certifi- 
cate and, usually, a chairman's 
statement also, which gives a 
review of the company's trading 
for the year and sometimes also 
contains a few words as to pros- 
pects for the future. 
. It will be noticed that no trading account at all is 
published, nor are any details given as to trading. 
All that the ordinary stockholder is told is the figure 
of net trading profit after charging so much for 
depreciation and- directors’ remuneration. If he 
wishes to know why results are better or worse than 
a year ago, he has to rely on the chairman’s statement, 
апу, which can never go into details in any case, 
and any explanations given in it may quite well not 
be fully satisfactory to the stockholder. 

If a summarized trading account were published 
with the annual accounts, stockholders could see for 
themselves why results were better or worse and the 
figures of the trading account would be available to 
back up any explanations given in the chairman's 
statement. There is no doubt in my mind that 
trading accounts should be published in all cases, 
and I think they will be ev@ntually, as soon as stock- 
holders insist upon it. At present, the bare minimum 


A lecture delivered to the West Riding Branch of the 
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of accounts required by the Companies Act is all that 
is sent out to stockholders and what is not published 
is of far more interest to them than what is. | 





Relations between Directors and 
their Stockholders 


Next, as regards the relations which I think shi 
prevail between directors of com: 
panies and their stockholders 
Perhaps it is not always realized — 
that directors are really the —— 
servants of their stockholders 
although they have been placed 
in charge of the direction of ће 
company in which the stock- 
holders have their investments. . 
Directors are elected by the —— 
stockholders and in the: last ^. 
resort hold office at their pleasure, 
It seems to me, therefore, that: 

it is essential for directors, in . 
their own interests, to obtain 









holders, and good relations 
between directors and their 
stockholders are, I think, essen- 
tial from the point of view of the _ 
well-being of the company itself. _ 
In the interest of.good rela- 
tions, stockholders -should be 
given a maximum of information | . 
as regards the progress of the —— 
company's business, whereas, 
in most cases, at present they _ 
are only told what the board thinks is good for them 
to know and are given, once a year only, the ђате 
minimum of information laid down by the Com- | 
panies Act. 2 
The company with which I am associated has, in — - 
the interest of these good relations, adopted what we 
think is a better line of approach to our stockholder: 
starting from the time they acquire their stock. Ou 
procedure is as follows: is 
Any new stockholder coming ónto the regis 
receives a letter of welcome, together with a copy of 
the booklet issued to all visitors to our works. This _ 
welcome to new stockholders is, we find, much | 
appreciated at the time and we also hope that it will 
help to maintain the goodwill of stockholders in 
the future, especially if hard times should comè: 
upon us. All new stockholders also receive а. 
copy of our previous year's accounts and,-in most ^ 
cases, a copy of the last quarterly trading and 
estimated profit statement. This latter is the 
interim report for stockholders, the subject of this 


paper, 



























published are exact ones and we consider them to ђе, * 


for all practical purposes, as accurate as those of the 
final accounts for the year. We call the profits 
*estimated' in deference to those who think that any 


figure of profit cannot be considered correct until it. 


. has been certified by the auditors. 


All the figures which appear in the statement аге · 
taken directly from the books of account. Monthly - 
accounts are kept, both in the case of the parent 
company and its seven subsidiaries, and all the results: 
of trading for any quarter are in the hands of head. 


‘office by not later than the twentieth of the month 


| following the date to which the quarterly statement | 
is made up. Head office consolidates the various 
trading returns and the draft of the quarterly state- 


| ment is dispatched to the printers in time for it to be 
| feat out to stockholders by the end of the month, 

|, The statement is published with the figures set out 
in tabular form, which we find is easier to under- 


stand than the debit and credit style of preparation; 


comparative figures for the previous year are. also 
cgiven. 
JOSHUA TETLEY & SON LTD 
Brewers and Bottlers 
Tue Brewery, LEEDS, 10 
_ ТО ORDINARY STOCKHOLDERS: 
The Directors are pleased to issue a Statement of Trading 


and Estimated Profit for the Group for the third quarter 
of the current year. 


Trading and Estimated Profit for the 
nine months ended June 3oth 195 5 9p 
.. Sales of Cask and Bottled Ale 


.. 5,784,410 5,238,533 
Less Beer Duty on Ale produced 














by the Group .. А . 3,338,915 3,152,507 
“Net Sales of Cask and Bottled Ale 2,425,495 2,086,026 
Sales of Wines, Spirits, аи 
^S. Waters and Tobacco 1,084,423 325,350 
3,509,918 2,411,376 
Less Materials and Cost of Pro- 
duction .. Я be . 2,224,348 1,315,872 
Profit on Sales 1,285,570 1,095,504 
Rents of Properties, Profits: on Man- 
aged Houses, ORI MO, Inter- 
est and Sundry Income . B 200,083 125,606 
Estimated Total Income. .. 5... 1,485,653 1,221,110 
Less Selling and Administration . 
Expenses... 632,247 530,874 
Popy Expenses, Repairs, S 
" Depreciation, etc. 215,145 17 7,303 i 
a Estimated "Trading: Profit zs 638,261 512,933 
Less Interest on. Bank. Overdraft 963 2,883 
Interest on Debenture Stocks 82,479 ae. pus 3 
Directors’ апа Debenture 
Trustees’ Fees 3,756 3,693 ^ 
Debenture Redemption Sink- 
Fund . "m 5,881 
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Interim Reports and their Preparation o ч к y i Sept 
Before going into details about the preparation of. E 1954, was at the rate of тте rra per ДЕ of Peake, 
these reports I should explain that the figures | Subsidiaries was taken over on March 181, 1954, and results | 


arising: therefrom аге included in the above figures for. 


From the total sales figure is deducted the cost of _ 
materials and production representing the cost of such | | 
‘sales. This cost is made up from the value of stocks | 


every case at the end of a period. Book stock figures. | 


July 1955 


2,600 | 













: The charge for "Taxation for the year s ended Septembe 


business of Duncan Gilmour & Co Ltd and its | 


1955, but only four months’ trading is. included in the. | 
comparative figures s 1954. p 
By Order of the Board, 
R. F. TETLEY, 
Director and Secretary. 
The statement t begins with the figure of sales - 


summarized into such headings as may be required. _ 


at the beginning of the period, plus purchases | 
and production costs, less the value of stocks at the. _ 
end of the period. To produce this information, | 
proper stock accounts must be kept but, on the other _ 
hand, it is not necessary to take physical stocks 1 


will suffice in most cases, providing there exists an | 
efficient system of stock control. 
The profit on sales is next arrived at by deducting: 
the cost of sales from the total sales figure, and the. 
addition of other income gives the total income for 
the period. From this total is deducted the selling, | 
administration and other expenses, and the estimated | 
figure of trading profit is thus reached. The deduction | 
of interest, debenture charges and fees results in the- 
final figure of the statement, representing the estim- | 
ated profit before taxation. | 
At the end we add a note giving the rate of taxa-._ 
tion for the previous year so that stockholders may _ 
have some idea as to what the charge for taxation is | 
likely to amount to for the current year. It is also | 
sometimes necessary to add further notes to explain 
differences shown in the comparison with the figures 
of the previous year, which are not considered self- _ 
explanatory. a 





Advantages of Interim Reports 

The advantages which accrue from interim reports оп 
profits seem to. me to be twofold: first, to the stock- 
holders, who obtain regular information as to the | 
progress of the company’s business, while the value _ 
of their investment is safeguarded from violent 
fluctuations in price which might arise from lack of 
regular reports on the fortunes of the company. The 
stockholders also are more likely to have confidence 
in a board of directors which gives them a maximum 
of information than in one which tells them as little 
as possible. This is important in view of the changes 
taking place іп holdings of shares in companies for, | 
in an increasing number of cases, institutions, that is _ 
to say, banks, insurance companies, pension funds and _ 
finance houses, now hold a substantial and evers _ 
increasing proportion of ordinary shares or stock. . 

It is obviously desirable from the point of view of _ 
any company that theft institutional shareholders 








‘Should be given up-to-date information about their _ 


nera ever | 
ato 
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"directors would have no option but to comply. 
‘Sooner or later, stockholders of-all kinds will be 
asking for these, and if one company has been forced 
to publish them, other companies would gradually 
Ihave to fall into line. — 
! In the second place, | the’ company itself and also 
‘its directors should derive benefit from the production 
of interim reports, for the mere fact that these can 
be produced means that a good system of book-keeping 
and accounts has to be maintained. Such a system 
should produce accounts on a weekly, monthly or 
quarterly basis which will be of great service to the 
directors in managing their business. In point of 
fact, a good system of accounts should give directors 
such a measure of management accounting or manage- 
ment through accounts as they may require. 
|| 

, Supposed Disadvantages of Interim Reports 
Now to come to the supposed disadvantages of 
interim reports, which in my opinion are largely 
imaginary, as it is a fact that every company in the 
U.S.A. whose shares are quoted on the stock exchange 
publish these reports without detriment to themselves 
and the same applies to the very few companies in 
this country who do the same, However, criticisms 
of these interim statements have been voiced in 
various quarters, so I will say a few words about these. 


Giving Information to Competitors ? 


The first alleged objection is that it 1s not safe to 
publish trading results including figures for sales, 
because by doing so you may be giving information 
to competitors. This is a very out-of-date idea and 
Г am quite sure that any fears of this sort are without 
any foundation. All American companies have been 
publishing full trading figures for years, as has my 
own company and a few others over here, and no 
apparent damage has been sustained from this 
disclosure. 

Then, next, we are told that there is a large expense 
involved in the publication of interim statements. In 
actual fact, the only extra expense involved is that of 
printing and posting the quarterly statements which 
are prepared from the books by the regular account- 
ing staff. Of course, a good accounting system must be 
maintained and this involves a certain amount of 
cost, which is, incidentally, well worth while, but 
there is no appreciable extra cost connected with the 
preparation and publication of the interim reports. 

Another objection raised is that interim statements 
cannot be accurate because it is not until the end of 
the year, when the audit is taken, that a true result 
is known, and that no profit figures can be given 
by any board of directors until they have been subject 
to audit. In actual fact, accurate interim statements 
can be prepared perfectly well although they have 
not been audited, and it is got the case that directors 
cannot quote any profit figures until they have been 
subjected to audit. An auditors’ certificate is neces- 
sary in the case of the annual accounts in order to 
comply with the Companies Act, but the accounts 
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presented to the auditors for their inspection at the 
end of the year should be perfectly accurate if the 
company concerned has a good system of accounts, 
and the interim figures are equally accurate, even 
though they have not been certified by the auditors. 
If it was thought worth while, the auditors could be 
asked to certify the interim statement, but I do not 
think that this 1s really necessary unless a company is 
so feeble as not to be able to prepare accurately its 
own accounts, 


Business of a Seasonal Nature 


The next example of objection I would give is the 
assertion that interim statements are not practicable 
in the case of a business of a seasonal nature, like the 
textile industry, firstly, because it is so seasonal and, 
secondly, owing to the fact that the fluctuation in the 
cost of raw materials 18 such a material factor in the 
estimating of stocks. In commenting on this class of 
objection, I might remark that it is quite as easy to 
prepare interim statements in the case of a business of 
a seasonal nature as in any other. Take, for example, 


the wine and spirit business, which does the bulk of 
its annual business in the three months up to the 


end of December and is, therefore, seasonal. My 
company owns some wine and spiri firms and 


+ quarterly statements of profits are published regularly 


as part of those of the group. A large proportion of 
the year’s profits are earned in the реа quarter, 
but the other quarters also show whatever profit is 
made, and in the case of all these quarterly state- 
ments, a comparison with the figures of the previous 
years can always be made quarter by quarter, and 
progress or otherwise of the particular company 
properly assessed. 

Т cannot see that the fluctuation in the value of raw 
materials is any hindrance to the preparation of 
interim statements as the value of the stocks can be 
adjusted as necessary at the end of each quarter and, 
incidentally, stocks should never be estimated in 
interim statements. 


Wrong Method of Dealing with Stockholders 


Lastly, it has been stated that interim profit state- 
ments may be excellent things for other companies, 
but are quite impracticable in the case of the company 
with which one's self is connected, and that it is 
much better for one's own stockholders to wait to 
see what interim dividend is declared and then try to 
assess the progress of the company's trading from the 
size of the interim dividend. In such cases, the stock- 
holders are only to be told what the directors think is 
good for them to know — that is to say, the amount of 
the interiin dividend — and the board are not inclined 
to give them any fuller information during the course 
of the financial year. This, I think, is quite the wrong 
method of dealing with stockholders. 

In conclusion, I would submit that the sooner 
interim reports of profits are published by all com- 
panies whose shares are dealt in on the stock exchange 
the better it will be, both for the stockholders and also 
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the directors of the companies concerned. In ‘the 
U.S.A., if а corporation wishes its stock to be quoted 
on the stock exchange it has to supply stockholders 
with frequent, complete and accurate reports. If 
such a thing is possible in the U.S.A. it is possible 
here, and [ think that it will come in time. 

Even if pressure is not brought to bear by the 
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stock exchange, it will be eventually by stockholders 
in general, who have only to combine and say they 
must have interim profit reports. When this happens, 
you will be surprised at the speed at which companies 
manage to achieve the impossible and give their 
stockholders the regular information as to ы 
results to which they are entitled. 


RECENT DEVELOPMENTS IN TAXATION — Im 


by J. E. TALBOT, Е.С.А. 


Surtax on Controlled Companies 

T has been decided that the legislation does not 
[= an automatic surtax direction for the last 

broken period ending with the date of the resolu- 
tion for winding-up of a trading company. The Court 
considered, however, that the profits for that period 
must be deemed to be income available for distribu- 
tion, that there could be no requirements of the 
company for the maintenance and development of its 
business, since it was on the point of being wound up, 
and that the need to finance any new company which 
might emerge on a reconstruction must be irrelevant.t 
There can, therefore, be few cases where the decision 
will be of any practical value in avoiding a liability to 
surtax for the final broken period. 

III. Part of the post-liquidation income of an 
investment company in liquidation had been appor- 
tioned for surtax purposes to.individuals who were 
life-tenants under settlements which included certain 
shares in the comp The Court decided that the 
apportionment to the re Lf -tenants was incorrect, since 
the income arising after the beginning of the liquida- 
tion would be distributable by the liquidator as part 
of the general assets of the company and to the 
extent that it was payable to the settlement trustees 
would be capital in their hands and could never be 
received by the life-tenants.* The judgment included 

the statement that ‘the member for the purpose of the 
receipt of this money is not the life-tenant but is the 
person who is entitled to it, whoever he may be, and 
you have to look at the settlement to see who are the 
persons having a share or interest in the capital who 
will be -entitled to this money’. Under a simple 
settlement these persons would be the remaindermen, 
but since they might not receive anything for many 
years, or might never receive anything at all if they 
predeceased the life-tenants, it seems. мету unlikely 
that this dictum is to be taken as meaning: that the 
Special Commissioners could dpportion this part of 
the company’s income to the remaindermen. The 


The third and concluding part of an address delivered on 

October 8th, at the autumn meeting of The Institute of 
Chartered: Accountants in England and Wales held at 

ravines Parts I and II appeared in preceding issues. 


1 A. 8 7. Mucklow Ltd (in liquidation) v. CLR. ([1953] 


35 T.C. 251; 33 A. T.C. 250). 
1 Commercial Securities ` Ltd” (in Liquidation) v. QLR. 


([1953] 35 T.C. 15; 32 А.Т.С: 369). 


case appears, therefore, to have revealed a hiatus in 
the apportionment of income for surtax. 

112. At last there has been a decision on the inter- 
esting question whether, in an appeal against a surtax 
direction on a company, the burden rests on the Inland 
Revenue to justify the direction or on the company 
to show that it ought not to have been made. The 
High Court, upholding the decision of the Special 
Commissioners, held that the burden rests on the 
Inland Revenue and that, accordingly, it was for the 
Revenue to open their case and to call evidence іп 
support. Тће Court of Appeal declined to go into this 
particular question, deciding the case in the company's 
favour on the grounds that the facts admitted before 
the Special Commissioners were not sufficient (as the 
Crown conceded) to sustain the direction, and neither 
side had attempted to call further evidence. On 
the question of onus, therefore, the decision of the 
High Court will stand unless and until it is upset by 


' а higher Court, and one may expect to see the batting 


order reversed in future appeals against surtax 
directions. 


Liability to Deduct Тах under P.A.Y.E. 

113. The fact that employers must be scrupulous 
in this matter was illustrated by a case where an 
employer was prosecuted for omitting to deduct in- 
come tax from cost-of-living bonuses paid to em- 
ployees. Although there was no allegation of fraud 
and the defendant was described as ‘a man of irre- 
proachable character’, a penalty was imposed of more 
than double the tax involved (in addition to the tax 
itself).4 
ЕТЕ Expenses Allowance 

114. In an action to recover damages for wrongful 
dismissal, the plaintiff sought to rely on his service 
agreement, which provided for weekly payments of 
£13 salary and £6 ‘expenses’. The Court of Appeal 
considered that the ‘expenses’ allowance was com- 
pletely unrelated: to any small outlay that the plaintiff 
might have to incur and wasa fiction and а mis- 
representation; that it was described as expenses in- 
stead of as part of the salary in order to avoid or delay 
payment of income tax; and that the agreement was, 


* CILR. v. Ту m) Ltd „(1955), Tax „Саве 
Leaflet Мо. 1724. | АТОС З | 
* Taxation, August "95i, dis. giros газа. Spies, 
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therefore, contrary to public policy and could not 
be enforced.! It may be noted that this case did not 
fall within Section 160 of the Income Тах Act, 1952. 


Deficiencies on Letting Properties 


115. The House of Lords has decided that excess 
rents on reletting leasehold premises arise from 
‘transactions’ within the meaning of what is now 
Section 346 of the Income Tax Act, 1952; and that, 
accordingly, a deficiency of rent in such a case is a 
‘loss’ which may be set off against excess rents or other 
Case VI income.? 


116. Doubts have been expressed as to whether 
the same result follows in the case of freehold premises 
which are let at a rent less than the Schedule A assess- 
ment. If these doubts were justified, it appears that 
few landlords would be prejudiced because usually 
the landlord’s liability is limited to tax on the rent, the 
balance of the net annual value being treated as the 
tenant’s beneficial occupation; and in the remaining 
cases, во long as it could be shown that the rent 
receivable was the best obtainable, the landlord could 
obtain relief by appealing against the Schedule A 
assessment under the proviso to Section 84 (3) of the 
Income Tax Act, 1952. 


BACK DUTY 


IIJ. . The extent of the activity in the field of back 
duty was illustrated by certain statistics given in the 
House of Commons at the end of last year. During 
the ten years to March 31st, 1954, nearly 45,000 
cases of under-assessment were settled for a total 
sum of more than £70 million. These figures excluded 
the very much larger number of small cases settled 
by District Inspectors (which exceeded 130,000 in 
each of the two years ended March 31st, 1954). The 
number of the larger cases settled in the first six 
months of 1954-55 exceeded one-half of the total 
number settled in the previous year. Even so, at the 
end of 1954 there were still about 30,000 cases.in all 
where intended investigations into under-assessment 
were awaiting attention.® 

118. It is clear that in recent years many inquiries 
bave resulted from the employment by the Inland 
Revenue of the power (first given to them by Section 
27. of the Finance Act, 1951, now Section 29 of the 
Income Tax Act, 1952) to obtain from banks and 
others particulars Fi interest credited to customers 
mahout deduction of tax. 

119. The cases brought to light in this way have 
involved widely differing degrees of culpability. 
Many of us must number among our clients at least 
one man who, in all good faith,-had signed his tax 
returns year after year without ‘having the slightest 
idea that his wife possessed a post office or similar 
account which was earning interest. Indeed, the 
1 Napier v. National Business V gency Ltd ([1951] 12 Т.К. 
201; зо А.Т.С. 180). 

* Barron v. Littman ([1952] 33 Т.С. 373; 30 A-T.C. d 
* Hansard, December. 2284, 1954, со]. 13056. nau 
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Financial Secretary to the Treasury has stated that 
“These inquiries have ‘sometimes brought to notice 
holdings in the Post Office Savings Bank which the 
persons entitled to them did not even know about.’4 


:120. Near the other extreme was the reported case 
of the firewood dealer who, as a result of a Section 27 
inquiry, was found to possess undisclosed assets worth 
more than £30,000. After he had paid £19,000 in tax 
and penalites he was found to hold two further bank 
accounts which he had attempted to suppress, and 
although he thereupon paid an additional £1,800 
he was prosecuted and sentenced to six months’ 
imprisonment? The case. provides yet another 
example of the vital importance of the taxpayer making 
a full disclosure in the first place. 


SURTAX ON CONTROLLED TRADING 
COMPANIES 


121. Experience indicates that in the last year or 
two the Special Commissioners have been taking an 
increasing interest in the subject of surtax under 
Section 245, mainly by reference to the concluding 
sentence of the Chancellor's statement of 1948 
(reproduced below‘). 


122. Examples of what the Special Commissioners 
may regard as 'the- withdrawal of money from the 
company in the guise of capital include loans to 
directors or shareholders; repayments of an original 
loan (i.e. а loan created in connection with the acquisi- 
tion of the first substantial business of the company); 
and dividends declared out of capital profits, especially 
where at the same time there is a reduction in the 
dividend paid out of taxable profits, 


123. It is clear that, on a strict reading, the Chan- 
cellor’s statement cannot apply to a company that was 
not carrying on business before July 22nd, 1948; 
nor can it afford protection to an established com- 
pany that reduces its dividend below the pre-1948 
level, although obviously a trading loss or a material 
drop in profits might of itself justify the payment of 
a reduced dividend or of no dividend at all for the 
year concerned. 


* Hansard, February 3rd, 1955, col. 1269. 
* Taxation, January 8th, 1955, page 319. 


6 ‘It is not the practice in present circumstances to take 
action against a trading company under Section ах in a 
bona fide case where me a of dividend is the same as that 
which was accepted by th Commissioners as 
reasonable in previous periods, even though the company’s 
pos have increased. It is not necessary that there should 

ve been any formal application to, or correspondence 
with, the Special Commissioners about the earlier periods. 
If, in fact, no directions have been made for the periods 
ending before June 1947, the company may assume that 
its action was ed as reasonable. If, for special reasons, 
no dividend at all was declared in the periods before June 
1947, and directions were not made by the Special Com- 
missioners, théy will not in present circumstances challenge 
the continuance of the company's policy. I must emphasize 
that this answer deals only with bona fide cases and will not 
apply where there are avoidance devices, such as the with- 


. drawal of money from the company in the guise of енын 


(Hansard, July 2and, 1948, col. 55). 
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124. Тће Special Commissioners are said to take 
the view that if а company has gone outside the 
Chancellor's statement in one year it has lost the 
protection of that statement for all time, and has 
become subject to the strict application of Section 
245. 

125. The only safe conclusion is that # а company 
wishes to be sure of getting the benefit of this purely 
administrative practice, it must conform pietra and 
literally with the terms of the statement. 


SHARE OPTIONS 


126. Until last year it was generally accepted that 
if a director or employee was granted an option to 
take up shares in his company the option had to be 
valued as at the date on which it was granted in order 
to arrive at any remuneration element for inclusion 
in his Schedule E assessment. For example, if on 
January rst a director was granted an option to 
subscribe for 5,000 ordinary shares at the market 
price ruling on that date on terms that the option 
might be exercised at any time within the following 
five years, the value of the option when it was granted 
would be small; whereas if it were exercised four years 
later when the market price had risen by £5 per 
share, it would obviously possess a very considerable 
value at that time. 

127. In July 1954, the Board of Inland Revenue an- 
nounced a change in the official view. Тћеу stated 
that they had been advised that in such cases the 
liability to income tax should be determined, as a 
general rule, by reference to the date on which the 
option was exercised, and not the date when it was 
granted. 

128. This altered view still remains to ђе esta- 
blished in the Courts, or rejected. Тће various gran- 
tees of such options appear to be marking time and 
hoping that 'the other man' will make the running 
by challenging the Inland Revenue's revised view 
upon appeal. 


Employees’ Shares and Profit-sharing 
129. There has been evidence of increasing interest 
in the tax aspects of employees' shares and profit- 
sharing arrangements in the past few years, but I 
do not propose to comment on the topic here as it 
is dealt with in Mr Duncan Taylor’s paper. 


Conclusion 

130. While developments in taxation result prim- 
arily from economic, fiscal and political circum- 
stances, there are two other broad influences that 
have been very apparent in recent years. The first, 
which is not new,, is the constant effort by the 
administration to shape the vehicle of taxation to its 
standards: to remove the projections that excite acute 
‘discomfort and sometimes a sense of injustice in the 
taxpaying community: and to fill up the dents that 
result from faulty draftsmanship in the legislation or 
from the ingenuity of particular.taxpayers and their 
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advisers. As members of the taxpaying community 
we can recognize this effort as proper and praise- 
worthy, although we may sometimes think that the 
lines which the Administration strives to perfect 
tend to give the vehicle a body that is far from stream- 
lined. 

131. The second of these two influences is one that 
has developed largely within the last decade but seems 
now to have become a permanent feature, i.e. the 
fiscal representations that are made from numerous 
quarters, particularly in the pre-Budget months, 
but occasionally at other times of the year as well. 
Some of them are supported by palpable justice and 
cannot be ignored indefinitely. Among these we may 
fairly claim to include the various representations 
that have been put forward from time to time by our 
own Institute. . 

132. The marked growth of interest in taxation since 
pre-war days is obviously due to the very much heavier 
burden which it now entails. The eighth annual con- 
gress of the International Fiscal Association, held 
in Cologne in September 1954, considered that a 
lowering of the general level of taxation was preferable 
to particular measures. Few would quarrel with that 
view, but the relatively small extent to which the 
general level of income taxation has been reduced in 
this country during the decade since the war hardly 
suggests that the process is going to become a head- 
long one. We may well have to be content, in the 
main, with ‘particular measures’. 
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THE ACCOUNTANT IN INDUSTRY 


by WILLIAM S. CARRINGTON, F.C.A. 


| 
We have pleasure in reproducing, 


President, The Institute of Chartered Accountants in England and Wales 
with'the permission of the Editor of 'The 


Financial Times’, the following article which appeared in Careers in Industry, a 


CCOUNTANCY offers a satisfying and varied 
career for those who bave a keen interest in 
industrial prosperity. It is a career open to any 

youth of good education, character and reasonable 
intelligence. Although an aptitude and a liking for 
figures is necessary, it is a mistake to suppose that an 
extensive knowledge of mathematics is needed. 

The most important quality required in the would- 
bé ‘chartered accountant is a high sense of integrity. 
Next to this I would place the ability to sift facts 
(with the patience and capacity for detail which this 
often requires), then the ability to form a balanced 
judgment, and finally the art of using the English 
language to express clearly and concisely both the 
facts and the judgment. 


Well Advised 


A youth who feels that he can measure up to these 
requirements would be well advised to consider 
becoming a chartered accountant. To do so he must 
serve under articles with a chartered accountant who 
practises as a public accountant in this country. 
In this way the articled clerk obtains extensive 
first-hand experience not only of the manner in 
which chartered accountants carry out their pro- 
fessional work but also of the many sides of industry 
and commerce with which they come into close 
contact. 

The training also involves a considerable amount 
of private study and the passing of examinations. 
The Institute’s examinations are not easy, but they 
are certainly not unduly hard and should present 
little difficulty to a youth who has already reached а 


survey published as a supplement to ‘The Financial Tirnes’ last Monday. 


good standard of general education and is prepared 
to work hard and learn from his experience. The 
Intermediate examination embraces accounting and 
auditing, taxation, general commercial knowledge 
and the elements of English law. The Final exam- 
ination is more extensive, covering advanced account- 
ing, auditing, taxation, general financial knowledge, 
cost accounting and English law relative to compan- 
ies, sale of goods, bankruptcy, liquidations, receiver- 
ships, contracts, trusts and other kindred matters. 


Normal Period 


The normal period of articled service is five years, or 
three years if the clerk is a graduate of a university of 
the United Kingdom. Before entering into articles 
the would-be chartered accountant must satisfy the 
Institute as to his general education by either passing 
the Preliminary examination or obtaining exemption 
by means of the General Certificate of Education or 
certain other approved exempting examinations. The 
exemption standard is broadly that required for 
university entrance. 

There still seems to be a belief that in order to 
become a chartered accountant one needs wealthy 
parents who are able to lay down a substantial 
premium. This is not so. At one time the payment of a 
premium and the absence of salary were normal 
features of articles, but today the majority of articles 
are entered into without premium and in many 
cases there is a small progressive salary. Even where a 
premium is required it is usually returned over the 
period of the articles either in instalments or in the 
form of salary. I cannot emphasize too strongly that ` 
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no youth of real ability and good character need be 
deterred by financial considerations from seeking to 
qualify аз a chartered accountant. 


Supervision 
During his service under articles the clerk’s training 
will be essentially professional and not industrial, 
‘though permission can be obtained for a period of 
not more than six months of the articled service to 
. be spent under proper supervision in an approved 
industrial or commercial organization. He will be 
engaged on accountancy and auditing work for sole 
traders, partnerships and limited companies carrying 
on a great variety of businesses, and maybe, on 
special investigations and work in connection with 
prospectuses. Much of his work will be done on the 
client’s premises. He will also take part in taxation 
work in the settlement of the computations of taxable 
profits of companies and individuals. He may also 
have to assist in liquidation and bankruptcy work 
where businesses are unable to meet their liabilities. 

In all these matters – and many others which are 
incidental to the practice of a chartered accountant – 
the articled clerk will come into close contact with an 
extensive range of business activity. He will become 
accustomed to the diverse ways in which books and 
accounts are kept, the principles on which accounting 
statements ate compiled and. ће ways in which 
accounting information is used by those in control of 
businesses. The training required i in order to become 
а chartered accountant is probably the finest intro- 
duction any youth could have to the affairs of the 
industrial, commercial and financial world. е 

Many who qualify аз chartered accountants find 
themselves sufficiently attracted to professional life 
to wish to remain on the practising side of the 
profession. Many others prefer to seek a career in 
industry or commerce. I would strongly recommend 
any newly-qualified chartered accountant to con- 
tinue for at least two years on the professional side 
whether or not his eventual decision is in favour of 
industry. During this period he can greatly broaden 
his experience and at the end of it he will be better 
able to judge where his real interests lie. Moreover, 
he will be beider able to appreciate the considerable 
field of direct service to industry which is available 
to accountants who remain on the practising side of 
the profession. I shall refer to this field later. 

For those who decide to leave the practising side 
and enter industry as full-time employees the field 
comprises many responsible positions such as cost 
accountant, internal auditor, chief accountant, secre- 
tary and financial controller. Usually the newly- 
qualified accountant will have to commence in a 
comparatively junior position and his future progress 
will depend upon his ability, his capacity for hard 
work and his readiness to acquire a full under- 
standing of the business in which he is employed. 


Responsibility 
Generally the primary responsibility of the account- 
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ant in industry is to make sure that the business has 
an efficient accounting system, capable of déaling 
with all the transactions of the business with its 
customers, its suppliers and its employees. He must 
keep up to date with knowledge of modern methods 
including accounting and calculating machines, in 
which a new era is opening as we begin to see 
practical results from the scientific development of 
electronics. 

Besides his primary responsibility, the account- 
ant in industry has other important duties. He should 
be able to provide the management with a great deal 
of internal information of great value in the day-to- 
day conduct of the business. For example, he ought 
to take a prominent part in the planning of business 
operations before they are undertaken. He should 
provide estimated costs and be able to show the 
relative financial importance of factors which are 
outside the control of the business, such as prices of 
materials, available markets, import restrictions, and 
so forth. He should be able to indicate whether 
extra finance will be required and if so the merits of 
the various available sources. He should also be able 


: to advise on the taxation implications of ће manage- 


ment's proposals, a most important consideration 
today in almost every business decision. 


Examples 

Those are just a few examples of the directions in 
which a good accountant can make a material con- 
tribution to the planning of industrial activities. In 
doing so, he will require the co-operation of those 
responsible for all aspects of the business, particularly 
the production technicians, because the figures he 
places before the management must be founded 
on the realities of the business, not on his own 
imagination. 

Once the plans have been made and put into 
operation there is still plenty for the accountant to 
do. His important task now is to keep the manage- 
ment supplied regularly with easily understood 
statements to show clearly the effect of anything 
which is not going according to plan. The account- 
ant should be able to show where costs need to be 
lowered, where profit margins need to be widened or 
can safely be narrowed, where the overall volume 
of business is insufficient to support the overheads, 
where unnecessary waste is occurring, where the less | 
profitable lines are using up too much of the capacity ` 
of the business and so on. These again are not more 
than examples of ways in which accountants have a 
direct contribution to make towards the success of 
business enterprises. Without regular information of 
this kind a business could soon get into difficulties, 
or at best fail to take full advantage of the CORPORE 
ties open to it. 


Special Aspects 


In a large business the matters I have mentioned are 
of course too numerous to be dealt with by one 


ite 
accountant. It is quite usual in very. Јата organiza" 
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tions to find several accountants devoting their whole 
time to special aspects, some dealing, for example, 
with costing matters and others with taxation. 
Where this is so it is essential for the chief account- 
ant to be able to co-ordinate all the work even 
though he cannot pretend to have specialized 
knowledge of all the technical problems which have 
to be dealt with by those under his control. 

I mentioned earlier that there is a considerable 
field in which accountants remaining on the practising 
side of the profession can also render direct service 
to industry. This field exists apart from the calls 
made by big businesses for consultant advice 
because a very considerable part of the industry of 
this country is carried on by a multitude of small 
concerns having less than 200 employees. They all 
need management accountancy services of the kinds 
I have mentioned, but many of them are too small 
to.employ a full-time accountant capable of satisfying 
this need. Such firms must either ‘muddle through’ 
without proper accounting information or turn to 
accountants in public practice for advice and assist- 
ance. Many small businesses already look to their 
auditors for this additional service, and I hope that 
more and more practising chartered accountants will 
encourage their clients to do so. 


Management 


There is an enormous field for expansion in this 
direction and as more and more business men realize 
the value of this additional service the greater will be 
the opportunities for young men who follow up their 
basic training by special study in the management 
aspects of accountancy. 

It seems to me that in this form of direct service to 
industry from the professional office, there is almost 
unlimited scope for a most interesting career in 
which a chartered accountant can combine a close 
interest in industrial prosperity with the independence 
and variety which are the essence of the professional 
office. 

Finally, I must refer briefly to directorships. Many 
chartered accountants who have taken full-time 
positions in industry have eventually become directors 
of their companies, While the directorship is usually 
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combined with the position of chief accountant, 
secretary or financial controller, chartered account- 
ants have become managing directors or chairmen of 
not a few large organizations and I think that they 
would all acknowledge the value of their original 
service under articles. 

Part-time directors include many chartered ac- 
countants who are or who have been in practice as 
public accountants. Appointments of this kind have 
been made in rapidly increasing numbers during 
recent years. They are not made because the сћаг- 
tered accountant has specialized knowledge of the 
business but because of the knowledge, experience 
and judgment he can contribute on financial and 
business matters. These directorships are yet another 
way in which professionally trained accountants are 
able to make a direct contribution to the needs of 
industry. 

Institute 

As I. am writing as President of The Institute of 
Chartered Accountants in England and Wales I 
have naturally referred mainly to chartered account- 
ants, about whose training and achievements I can 
speak from personal knowledge. Scotland and 
Ireland have their own Chartered Institutes and all 
the chartered bodies insist on training under articles 
in a professional office as a prerequisite to member- 
ship. 

Other statutorily recognized bodies in the field of 
public accountancy (besides The Institute of Char- 
tered Accountants in England and Wales, and the 
Chartered Institutes of Scotland and Ireland) are 
the Society of Incorporated Accountants, where, 
subject to certain special exceptions, membership 
involves a period of training in public accountancy, 
and the Association of Certified and Corporate 
Accountants, membership of which can also be 
achieved by ‘employees i in industrial and commercial 
unde: 

In addition, there are the Institute of Cost and 
Works Accountants, which provides a qualification 
in the field of cost ‘accounting, and the Institute of 
Municipal Treasurers and Accountants, which 
provides a qualification in the field of local govern- 
ment accounting and finance. 


WEEKLY NOTES 


The Finance Bill : 

The new Finance Bill was published on Tuesday; 
it has five clauses and four schedules. Clause 1 and 
the First Schedule make the purchase tax changes 
already announced. Clause 2 increases the distributed 
rate of profits tax and provides for the splitting of 
accounting periods which overlap November rst, 
1955. ; 

The Second Schedule defls with the computation 
of distribution charges, the adjustments. for. m 
loaris,.. ,Congequential, visions . concerning the 
splitting c о sequent, a dnd provisions directed 


against avoidance by stepping up dividends for past 
periods. . 

Clause 3 concerns the ments for special 
reserve funds i in relation to Lloyd's and other under- 
writers. It steps up the permitted payments from 
£5,000 or 35 per cent of the profit to £7,000 or 
half the profit, whichever in each case is the less. 

"The really novel clause is Clause 4, directed 
against ‘dividend stripping’, and also against the 
practice of selling shares cum dividend to charities; 
it is unusual to find charities being made the target 
of anti-avoidance~ provisions.’ Inevitably ‘this legisla- 
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tion had to be complicated; the three-page clause is 

reinforced by a schedule of equal length. - 
Clause 5 and the Fourth Schedule deal with. the 

short title, construction and repeals. 

' We hope to examine some of the provisions of the 

Bill in detail, in next week 8 issue. 


The Prospect for Pigs | 


The pig-breeding industry has recently been the 
object of a full-scale inquiry. This normally would 
not be news in a journal of this nature, but the fact 
that a distinguished accountant, Sir Harold Howitt, 
С.В.Е., D.8.0., M,C., F.C.A., Was appointed chairman 
· of the investigating committee, makes it well worthy 
. of notice, partly because it demonstrates Sir Harold’s 

‘versatility and public spiritedness and partly because 
it is one more example of the strange diversity of 
tasks allotted from time to time to members of the 
profession. 

The more technical sections of the committee’s 
report,! published last week, will not convey much 
to most accountants but, having émbarked on a 
paragraph on pigs, a summary of the recommenda- 
tions of more general interest should perhaps be made. 
G. K. Chesterton once praised the pig because its 
generous curves reminded him of the silent and 
smooth swell of the Sussex Downs. Sir Harold ‘and 
his colleagues seem, however, to be against pigs 
putting on too much fat. They suggest that, in 
order to increase efficient production, a single, all- 
purposes, comparatively streamlined boar, ‘long, 
with good hams and light shoulders and head’ 
should be used on three kinds of sow, only one of 
which would be a heavy-weight suitable for the 
medium and heavier weights of pork and for bacon. 
The other two would be ‘specialist’ pigs, one for 
bacon and the other for Tight-veight pork. To 
improve breeding stock, such measures as progeny 
testing, the development of accredited breeding 
herds and certain changes in the present system of 
boar licensing are suggested. The committee also 
recommend that the industry should be developed 
on the assumption that the demand for its products 
varies with the seasons. 


Friendly Societies Bill 


A Bill has been published, with the object, Broadly 
speaking, of extending the field of activity of friendly 
societies. If it becomes law, a registered friendly 
society will be able to lend surplus funds to any 
other registered friendly society, with or without 
interest, and to subscribe for the share or loan capital 
of a housing association. It will be possible to register 
a society whose purpose is the relief or maintenance 
of members out of employment, in substitution for 
the narrower purpose of their relief or maintenance 
when on travel in search of employment. Another 
permitted purpose will be the endowment of 


1 Development of Pig Production in the United Kingdom 
(Стад. 9588., H.M.S.O., 32 net). 
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members, or their nominees, on matriage. À new 
class of registrable society will be created, whose 
purpose will be to provide homes. for its members 
in old age, ‘old age’. being defined as any age 
over 50.. 

Under the new law it will be possible to dispose 
of £200 instead of £100 by nomination, and the same 
will apply to registered trade unions. The Industrial 
‘Insurance Commissioner will have power to exempt 
a society from the provisions of the Industrial 
Assurance Acts in certain circumstances. The 
Minister of Pensions will have express power, at 


„ the request of a person claiming benefit from a 


society or registered trade. union, to supply the 
society or union with a copy of any medical certificate 
supplied by the claimant. for national insurance 
purposes. Finally, the permitted maximum charge 
for a copy of a society’s rules will go up from rs to 2s. 


Industrial Assurance 


The annual report for 1954 of the Industrial Assur- 
ance Commissioner was published last Monday, and 
deals with the industrial assurance business transacted 
by fourteen companies and 107 collecting societies 
during the year.? 

Industrial assurance business may be briefly 
defined ав the business of effecting assurances on 
human life where the premiums are payable at 
intervals of less than two months and are received 
by collectors who make house to house visits for the 
purpose. During 1954, 4,536,000 new industrial 
assurance policies were effected by companies and 
1,349,000 by collecting societies as compared with 
4,616,000 and 1,400,000 in 1954. The total amount 
assured by this new business was £287,080,000, the 
highest figure ever recorded. 

The number of policies in force at the end of 1954 
Wa8 121,153,000, ог 349,000 less than at the end of 
1953, while premium income, which has been 
increasing steadily for a number of years, stood at 
£148,437,000 and was £5,371,000 higher than that for 
the previous year. During 1954, a total of £34,423,000 
was paid on death claims and £34,163,000 on claims 
on maturity of endowment policies; 1,552,000 paying 
policies were converted to free policies, of which 
466,000 were for the full sums assured; 2,029,000 
policies (including 812,000 free policies) were 
surrendered for cash and 1,091,000 policies were 
forfeited without grant of a free policy or cash 
surrender value. The number of policies so forfeited 
is expressed in the report as a percentage of the 
number of industrial assurances taken up during the 
year. The percentages are 17-8 for companies and 
20°8 for collecting societies. 

‘Fhe report includes an abstract of the annual 
valuation returns of companies for 1953 and 1954 
showing that the total sums assured by them in- 
creased during the усаћ from £2,338 million to 
£2,428 million. 

3 Report of the Industrial Assurance Commissioner for the 
year 1954. H.M.S.O., 3: 6d net. 
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Doubts over labour's reaction to the Budget have 
held stock-market business in check. A fresh round 
of ‘wage demands is in prospect. Until this point is 
clarified the market is likely to remain subdued. It 
may be some time before a true trend becomes dis- 
cernible. 

Triplex Glass 


Sir Graham Cunningham, the chairthan of Triplex 
Safety Glass Company Ltd, is more than usually 
entertaining and provocative this year, a year when, 
despite rises in everything except Triplex safety glass, 
profits are a record and the dividend is 25 per cent 
against 20 per cent. 

To those who ‘ignorant of financial matters’ might 
say: "What a big dividend. How wicked to make such 
profits’, Sir Graham retorts "We do not run our busi- 
ness to make profits; we make profits to run our 
business’. And the bigger the dividend, the greater 
the sum available to the company’s employees for 
profit-sharing. 

But for better or for worse, Sir Graham this year 
has to report a substantial change in the profit-sharing 
scheme which was first introduced, by the way, in 
1934. It was so devised that every full-time employee 
without exception, who had served more than twelve 
months with the company, received a percentage of 

in cash, the same percentage for everyone. 

‘T hold the view very strongly’, Sir Graham says, 
‘that distributing shares instead of cash is only trying 
to tell the employee how he should spend his money.’ 
His line is that if employees want to become share- 
holders, they can do so on the stock exchange. 


Profit-sharing 


Свога, profit-sharing has cut no ice with the 
trade unions. In wage negotiations with the various 
trade union officials over the years, says Sir Graham, 
we, have often pointed out to them the advantage 
which the employees enjoy by having their profit- 
sharing in a lump sum of cash every year and that 
this should be borne in mind on any discussions on 
wages and conditions of employment. But the trade 
unions would have none of it. 

They negotiated on base rates and any additional 
benefits the company chooses to give such as pension 
schemes, profit-sharing distributions and the like, 
was the company’s affair. For the trade unions, it was 
base rates. 

So profit-sharing for the hourly-paid employees has 
been dropped and base rates have been increased by 
rather more than the hourly-paid employees had drawn 
as profit-sharing. The increase dates from July rst last 
and the profit-sharing distribution concludes with the 
payment now being made ow account of the profits to 
June 3oth. 

All this, says Sir Graham, is no criticism of the 


attitude. об, the trade union; officials. They were, 
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perfectly entitled to adopt the attitude, the company 
had no alternative but to accept it — and act accord- 
ingly. 

Profit-sharing has been continued for weekly and 
monthly paid employees on a slightly altered basis to 
give them a rather larger distribution ‘because the 
hourly-paid employees’ increase in base rates was 
calculated on a generous basis’. 


Half-time 

Triplex is one of those companies which has adopted 
the practice of issuing half-yearly reports, confined, 
however, to a factual statement rather than half- 
yearly accounts. The first was issued for the first half 
of the year under review and assured shareholders 
that if the then rate of progress continued, group 
profits should be as large as, or possibly larger than 
the previous year’s record figure. 

Readers will see from the accounts reprinted how 
conservative this prospect has proved to be. With the 
year completed, Sir Graham says the results of the 
year’s trading have been ‘jolly good’ and he adds: 
‘Of course we knew from our monthly accounts that 
our results were steadily improving as the year pro- 
gressed.' 

Sir Grabam maintains that his sort of statement 
that talks round the subject is what the shareholders 
want; they have assured him so in their letters. And 
he insists that a Board's report is primarily for share- 
holders. All others, publie, employees, customers, 
stock exchange, take second place. Basically, that is 
во. But shareholders may have to be sellers of shares 
or want to be buyers of more, and the market in which. 
they have to deal should be as fully informed as 
possible. The monthly accounts showed ‘steadily 
improving results’. At the half-year, it should be 
possible to give a closer idea in figures of how the 
business is running than is possible through a mere 
wordy statement. 


‘Money Market 


This week marks the introduction of a two-month 
Treasury Bill, tenders being invited for £60 million 
of 63-day bills in addition to “£200 ion of the 
normal gr-day maturity. In the money market the 
development has been welcomed as providing much 
needed variety to the bill portfolio, while from the 
Treasury viewpoint the new bill provides greater 
flexibility in borrowing. It will. be possible to find 
bills for maturity on special dates and the new paper 
is expected to prove popular. The new bills will not 
be offered regularly but only as and when required 
by the Treasury. ` 

On October 28th there was no change in Treasury 
Bill conditions. The bid was held at £98 19: 8d and 
the average rate was unchanged at {4 1s 4:98d per 
cent. Total applications reached £381,690,000 and 
the market received 52 per cent of requirements. 
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TRIPLEX SAPETY GLA 
Balance Sheet June 30th, 1955, 












415,169 
100715 


100,000 
88,112 
40,128 


712,175 
і 76,033 


91,630 
7,948 





1, Current Assets comprised: 
а) Stocks, at or below cost, lets Reserve for Contin niece ,500 
) Amounts due from customers and others, inclu 
rovislon for Bad Debts vs 
d to an Officer of a Subsidiary Company n БЕ Е 
d) Building Soclety Deposits, including nada interest — .. rm 
те Reserve Certificates = is .. 
Bank and Cash Balances v as ae 
Dividends (net) due from Subsidiary ‘Companies 





2. Current Liabilitles comprised: 
&) Amounts set aside for Transit Breakeges and Road Мирна ов 
b) Amounts due to staplers and Others 
c) Current Taxation "m ae 
d) Dividends not daimed | 
F Employees" Profit-sharing Funds 
30th, 


3. NET WORKING CAPITAL .. А ee МЕ ae 
4. Fixad Assets – As summarized [below] 
5. Goodwill, Patents and Trada Marks recorded at the nominal value ог; 
6. Trade Investments comprised 
(а) Associated Company – Triplex (Nthn.) Ltd: 116,130 ну Shares of el each, 
fully paid, as valued by the Directors at par 
(b) Shares In other Companies, at Directors valuation 


7. Investments In Subsidiary Companies, valued by Directors at par: 
(a) Quickfit & Quartz Ltd — 
] 186,350 Ordinary Shares one sich fully bald gs 
и Loan free of interest . 
(b) Stern & Ball Led — 
25,000 Ordinary Shares of £1 each fully paid.. 
(c) Weldall & Assembly Ltd 
(1) 380,000 Ordinary Shares Srel each fully ран РА 
ii} Loan free of Interest $ . 
(d) plex Estates Ltd -- 
di } 100 Ordinary Shares of £1 ene fully paid 
I) Loan at interest 








8. Investments In Freehold and Leasehold Peoperses a at реве аи amounts 
written off, as summarized on page [539] dcs 


9. TOTAL NET ASSETS .. 





Summary of Fixed Assets 











Ing Payments: n advance, less 


Dividend ong proposed on reina, Shares and Stock t Unita for rehe year ended June 






1,403,031] 




















116,130 
7,947 





775,450 


£1,981,995 








JUNE 30th, 1955 














7 43,895 
















JUNE 30th, 1954 (Item 4 of Balance Sheet) 
TRIPLEX GROUP | GROUP 
Valua- Book | | Valua» | Depre- | 
tlon or Value i tion or ciatlon 
est Sore | 5 





126120 
151 16,947 2,031 | 14,916 |2. Leasehold Properties. 16,947 2,471 
53,705 | 731,431 | 511,221 | 220,210 |3. Plant & Machinery. 857,781 | 575277 
3,179 | 70,878 | 57,392 | 13,486 |4. Furniture Fixtures and | 78,667 | 61,343 
4,196 17,761 | 11,908 5,853 |5. Ofc Appliances. 22,301 | 14,270 
7,496 52,745 | 35,437 6. Motor Vehicles, 59,450 | 36,503 
E 10,219 Д 7 





17,308 
2,563 






. Canteen Plant and 10,910 


8,179 
Equipment. 














£196,032 j£1256,130 £661,675 | £544,455 


NOTES — !, The Fixed Assets of the Triplex Safo Glass Co Led Qu 
Partners at June 30th, 1 Ixed Assets of 


£ £ £ ngs £ £ 
306,149 | 36,030 | 270,119 | l. Freehold Properties. 320,422 | 45,970 | 274, 



























£1,366, 478 £744,013 














ulckfit & Quartz Ltd, other than Land and FactorfPremises, were valued " Raiph Thompson 
eldall & Assembly Ltd were valued by Edwards, Son, Bigwood & Matthews as at December 


3ist, 1949. The amounts аса at Columns |, 4, 7 and 10 above represent the aforesaid valuations of assets still held and che Net Book Value at 


June 30th, 1948, of all other Fixed Assets, Including Factory Premises with subsequent additions at cost. 
2. Depreciation shown at Columns 2, 5, В and || above 


Including the Cupital Appreciation on valuation at June Jeh, 1948, immediately written off. 


represents all amounts written off these assets since the date of the aforesald valuations, 
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і 
ZOMPANY LIMITED 
zonsolidated Balance Sheet, June 36th, 1955 
































TRIPLEX | GROUP GROUP TRIPLEX 
These assets were represented by: £ £ £ £ 
10. CAPITAL AND SURPLUS . Authorized 
(а) Capital of Triplex Safety Glass Co Ltd in – £ 
) 15 per cent Redeemable Cumulative Preference Shares of 10% 
exch, Issued and fully paid. redeemable after June 30th, 1962 47,225 47,225 47,215 
(Н) Ordinary Shares and Stock Units of 10s each of which have been " 
issued and fully рад — .. Ра E» m ке ки 782,775 |774,902 774,902 
£830,000 822,127 822,127 
(b) Capital Reserves: 
(1) Surplus arising from the liquidation of Lancegaye Safety Glass (1934) Ltd, 
and on the revaluation of shares іп Associated and Subsidiary Companies 
as at Juno 30th, 1954 237,609 237,609 
div Subsidiary Company, as at June 30th, 1954 .. s ae 29 ale 11,025 
И) Surplus arising from the revaluation of shares іп Assoclated Company 
following a further Bonus Issue m Vil s ^ is МЕ 24,500 24,500 
(у) Share Premium Account, as at June 30th, 1954 Sos vx s T 165,683 165,683 
438,817 427,792] 
(c) General Reserve as at June 30th, 1954 .. Ar i 2% E .. 200,000 200,000 
Add Transfer from Undistributed Surplus se Er .. .. m 100,000 100,000 
-——— 300,000 | — 300, 
(d) Pansion Fund Reserve, as at June 30th, 1954, less £20,000 Proportion of Pre- 
miums charged to Reserve .. .. Ра m 6 PP s vx 25,000 25,000 
(e) Undlstributed Surplus retained In the Business ,. dh As " a 349,837 222,07 
H. TOTAL PUNDS OF THE MEMBERS OF TRIPLEX SAFETY GLASS Й 
COMPANY LIMITED ex s xx в аж е» гж " 1,935,781 1,796,995 
12. furaunté set aside for Income Tax 1956-57 due for payment on January ist, 237.000 
13. Interest of Outside Shareholders in Subsidiary and Sub-Subsldiary Com- i 
panies; 
Ordinary Shares, Amounts retained In the Business and Dividends proposed 
but not paid .. we Pe ES PEE E sx NA a 2s 
Lethe estimated f commitments for Capital Expendi ided f 
. The estimated amounts of commitments for Ca xpenditure not prov or 
£97,564 £127,157 in tha sbove Balanca Sheet are sr. c uo S tore Por ae, tor £75,897 £58,149 ' 
——— mt 2. Qum & Quartz Limited pedem ——_ 
i Ordinary Shares of £1 each of а total nominal value of £12,500 are under 


option at par until May [2th, 1958, contingently upon the Company having sufficient 
authorized and unissued shares at the date when the options are exercised. 
3. Stern & Bell Limited 
(i) There is а contingent liability In reese of Bills of Exchange under discount at 
an une pa 393, amounting eae 0. " ( т 
папа Revenue Inquiry – see Directors’ Report (paragraph 6). 
4. Weldall & Assembly Limited 
There ls а contingent liability in respect of Bills of Exchange under discount at June 
30th, 1955, amounting to £10,000, 


6. CUNNINGHAM 
ALANBROOKE } Directors, 


* Not reproduced. – Editor. 








Summary of Investments [n Freehold and Leasehold Properties 
JUNE 30TH, 1954 (Item 8 of Balance Shoat) JUNE 30TH, 1955 


GROUP 








































At Net Book Value At Net Book Value Amounts 
30.6.48 30.6.48 written Net Book 
with subsequent with subsequent off to Value 
additions at cost additions at cost 30.6.55 30.6.55 



















£ £ £ 
64,012 sx Freehold 55,385 46,493 
6,252 Leasehold 6,252 2752 
£70,264 £61,637 £49,245 











AUDITORS' REPORT TO THE MEMBERS OF THE TRIPLEX SAFETY GLASS COMPANY LIMITED 


We have obtained all che information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit. In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books. 
We have examined the annaxed Balance Sheet and Profit and Loss Account, which are in agreement with the books of account, In our opinion 
and to the best of our information and according to the explanations given us, the sald accounts together with the summarized schedules of 
axtets on page [538] give the information required by the Companies Act, 1948, in the manner so required and the Balance Sheet gives a true and 
fair view of the state of the Company's affalrs из at June 30th 1 955, and the Profit and Loss Account gives а true and fair view of che profit 
for the year ended on that date. We have also examined the Consolidated Balance Sheet and Consolidated Profit and Loss Account of the 
Company and its subsidiaries dealt with ipod with the audited accounts of those Companies, one of which has not been audited by us. 
Subject to the foregoing, ín our inion such nsolidated Balance Sheet and Consolidated Profit and Loss Account have been properly 
prepared in accordance with the provisions of the Companies Асе, 1948, so as to giva a true and fair view respectively of the state of affairs 
and of the profit of the Triplex ау Glass Company Limited and its subsidiaries dealt with thereby, so far аз concerns members of the 
Triplex Safety Glass Company Limited. 


' 22-24 Ely Place, London, ЕСІ. i TANSLEY WITT & CO, 
September Ist, 1955 Chartered Accountants. 
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` TRIPLEX SAFETY GLASS COMPANY LIMITED 
Profit and Loss Account year ended June 30th, 1955 
and Consolldated Profit and Loss Account year ended June 30ch, 1955 





1954 
TRIPLEX | GROUP 





£ 
542,892 1. SURPLUS, subject to: va 





81,422 (a) (i) Depreciation and amounts written off Fixed Assets : bs » 
10,000 Qi) Amounts set aside for Stock Contingencies .. 4 a а 
724 fill) Amounts written off Preliminary Expenses .. i АР 
(b) Earnings of Directors: 
3,464 (1) Fees as Directors . 
(11) Salaries and other Earnings, £46,273, of which £2,321 was borne. by Employees’ 
30,553 Profit-sharing Fund and £14,027 represented Pension Fund Contributions vs 
010 
с) Pensions of Еогтег Directors ive an H^ ae 23 en 
h 755 d Auditors’ Remuneration .. .. .. oe ВР 
27,991 Allocation to Employees’ Рођа Fu Funds | 
Й Contributions to Pension Funds and Life Insurance "Schemes, Including purchase dis an 
23,432 annuity and Life Assurance Premium for former Diner 
1,000 (х) Provision for Road Maintenance — .. .. 
181,291 





361,601 2 OPERATING SURPLUS 


3. (i) Income from Investments In: 











































































13426 | 13,426 a) Assoclated Company (gross) . 
2,123 2,123 b) Other Trade Investments (gross) 
627 EE c) Loan Interest (gross) 
1,390 1,390 d) Bullding Society Deposits | | 
781 781 2 Tax Reserve Certificates 
= 2,159 Freehold and Leasehold. Properties (net) 
18,347 19,879 
301,988 | 381,480 
m 1,281 Less Amounts written off Freehold and Leasehold Properties 
= — (ii) Profit on Sale of Investment... a l a a es 
301,988 | 380,199 4. SURPLUS BEFORE TAXATION .. n^ 25 52 НЕ x 
Deduct: 
5, Taxation, 
130,000 | 166,750 6) Income Tax 1956-57, due January ist, 1957 Б .. – |237,000 
2,640 8,582 b) Income Tax suffered by deduction and adjustments in respect of previous years 
132,640 | 175,332 241,571 
(c) Profits Tax for the year ended june ‘30th, 1955, due on запале апі карара In 
. 38,928 | 40,955 respect of previous years — .. e A 
171,568 | 216,287 a 298,915 
3,750 7,235 Less Excess Profits Levy reserved in previous years no longer required ix 
167,818 | 209,052 298,915 
134,170 | 171,147 6. NET SURPLUS FOR THE YEAR ENDED JUNE 30th, 1955 is 5. ee 312,764 
Ee norton of Net Surplus of рани Compares Раме со tho аи of 
1,293 outside Shareholders . 2,627 
169,854 7. Mr SURPLUS OP THE GROUP FOR THE YEAR ENDED JUNE 30th, 1955 . 310,137 
4,845 | | — Amount withdrawn from the Undistributed Surplus of a Subsidlary Company T ae 2,112 
174,699 2 which: 312,249 
40,128 f There is див to the Parent Company by way of Dividend (net) 
401 b) There Is dus to Minority Shareholders in Subsidiary Companies by way of Dividend (net) 1,829 
— c) Surplus for the year retalned In the other Subsidiary Companies amounted to Y 12,329 14,158 
8. NET SURPLUS OF THE PARENT COMPANY FOR THE YEAR ENDED 
174,298 JUNE 30th, 1955 £298,091 


Арргоргіаєей zs follows: 

(a) Dividends раја in respect of 350,000 Redeemable Cumulative Preference Shares of 105 
each on November Ist, 1954, less Income Tax at 9s In the £ and on 94,450 such Shares 
on May 2nd, 1955, less Income Tax at 8s 69 in tho £ .. 

(b) Dividen proposed ‘In respect of the year ни Jins T 1955, of 2s 6d per Stock 

Unit, less Incoma Tax at Os 6d in the £ . ie 


14,438 
71,184 
85,622 


88,676 
155,957 


еты 








9. Surplus for the year retained In the Business .. E x us "n ex 
10. Undistribuced Surplus brought forward June 30th, 1954... e M ais oe 





Н. Transfer to General Reserve · 





12. UNDISTRIBUTED SURPLUS CARRIED FORWARD JUNE 30th, 1955. pt ома. 792 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


' Inspector Questions Directors’ Fees 
SR, ~ With reference to the letter from ‘M.’ in your 
issue of October 1st, I had a case several years ago 
where a local Inspector challenged the amount of 
directors’ fees paid to the wife and daughter of a 


lirector who were also directors of the same private, 


company. The circumstances were very similar to 
those of the two daughters mentioned by your 
correspondent. 

If Inspectors of Taxes аге to dictate the amount 
of fees paid to directors of companies, as your cor- 
tespondent says, ‘this appears to open up a very 
wide subject’ and in my opinion warrants the attention 
of the Council of the Institute and of the Institute of 
Directors. 

I fought the case over several months and eventu- 
ally the Inspector decided not to pursue the matter 
further. He took up a similar case with another 
accountants' office in this district with the same 
result. Yours faithfully, 

i . PROVINCIAL. 


Booking System: Dairy Business 


Sir, – An outline system for reducing the clerical work 
in “Perplexed’s’ dairy business (October 2204 issue) 
might be as follows: 


(1) The roundsmen should take with them on their 
journeys triplicate carbon invoice books, each set of 
three pages bearing a printed number. 

(2) On visiting a customer, the roundsman enters 
the details in the invoice book, automatically pro- 
ducing two carbon copies. The two top copies are 
perforated to facilitate removal from the book. 

' (3) The top copy is handed to the customer who 
retains it instead of the old pass-book. 

(4) On return to the dairy, all the second copies 
„аге extracted and filed under each customer's name 
in an unpaid invoices file which constitutes the 
'the ledger. The third copies are left in the books 

"which then constitute the day book and can be 
added either by hand or on ап adding-listing 
machine. 

(5) When cash is paid against an invoice, the 
latter is removed from the file, stamped ‘paid’, гапа 
' re-filed in numerical order in a paid invoices file. 

(6) Part or over-payments can be dealt with by 
removing the invoice concerned from the unpaid 
file, and substituting therefor a balance docket 
bearing the number, date, and amount of the 

' original invoice, the amount paid and the balance 
due. А carbon copy of this docket is attached to the 

extracted invoice which is then filed in a special file 
‘awaiting settlement’ until the balance is settled, 
` when it is transferred to the paid file. 

(7) At the end of the accounting period the follow- 

ing reconciliation 18 made: • 
Opening debtors plus total sales found by casting 
' the invoice books less total cash received (from sales 


column i in cash-book) eguals closing. debtors ascer- - 


tained by listing the unpaid invoices remaining in 
the file. 

Тће more apparent advantages of this system are 
that all the information required is given at one writing 
instead of three, and that all posting errors are done 
away with. In businesses of this type it is often an 
advantage for purposes of reference and reconciliation 
to divide the sales into areas or journeys. It is also 
advisable to use the type of invoice book which has 
carbon black on the reverse of the two top sheets, thus 
dispensing with loose.carbon papers which do not 
always give good copies in wind and weather. 

Yours faithfully, 
Liverpool. В. W. JONES. 


Four-weekly Accounts 


Sir, - Referring to ‘Interested’s’ letter on the subject - 
of four-weekly accounts (October rsth issue), the 
company of which I am secretary prepares interim 
accounts on this basis. As was stated, the main 
advantage is one of comparison, and snags such as the 
movable date of Easter do arise. Once the period 
accounts are prepared, I compile a report indicating 
any variations of this nature. 

'The accounts themselves show the figures for the 
period, the cumulative figures for the year to date and 
the comparative cumulative figures of the previous 
year, which does facilitate comment in the report itself. 

It is perfectly possible to analyse sales and pur- 
chases on a thirteen-period basis and still render 
statements and make payments on a twelve-month 
basis. All that is entailed is, for example, closing of 
sales invoicing at four-weekly intervala throughout 
the year, whilst posting to the ledger accounts is 
still maintained on a calendar month basis. With 
regard to items of expenditure such as gas, electricity, 
etc., these are budgeted for on a thirteen-period basis, 
the budgets being adjusted to actual at the period-end 
following receipt of the respective accounts, Simi- 
larly, with salaries, the total anticipated salary analysis 
for the year is divided by thirteen instead of twelve, 
new entrants and leavers being adjusted as they occur. 

It follows,.of:course, that there are a number of 
adjustments to be made on the thirteenth period, 
not tbe least of which is the fact that this period may 
not be exactly twenty-eight days but, as the annual 
accounts are prepared at the year-end, the thirteenth 


. period accounts are more of academic interest than 


anything else and the value of this system is the 
production of twelve sets of comparable accounts 
during the year, prior to the annual accounting date. 
Such value is greatly enhanced where a report is 
prepared for the management indicating variations 
in comparative figures, with reasons. 
Yours faithfully, 
THIRTEENER. 


The Institute of Chartered Accountants 
in England and Wales 


List or MEMBERS, 1956 
We have been asked by the Secretary of the Institute 
to remind members that the latest date for the receipt 
of changes of address and other details for inclusion 
in the 1956 List of Members is November 18th, 1955. 


Personal 
Messrs Ско. Lrrrtg, ЗевікЕ & Со, Chartered 
Accountants, of Adelaide House, London Bridge, 
London, EC4, announce that as from October 1st, 
1955, they have taken into partnership a member of 
their staff, Mr Vivian Fox Brown, А.С.А. The пате of 
the firm remains unchanged. 

Messrs ALLwOOD, JACKSON ё Toit, Chartered 
Accountants, of 26 and 28 Newgate Street, Chester, 
announce that as from November rst, 1955, they have 
been joined in partnership by Mr P. G. Lane, a.c.a. 
The name of the firm will remain unchanged. 

Mr W. О. MAYHEW, F.5.A.4., practising under the 
style of Манеу & Law ey, Incorporated Account- 
ants, at 5 Kirby Street, London, ЕСт, announces 
that as from November rst he has taken into partner- 
ship Mr Комар E. SPENSER, A.C.A. The practice 
-will be continued under the style of MAYHEW & 
SPENSER. 

Мв RoNALD E. SPENSER, A.C.A., announces that as 
from November ist, he will be practising at 5 
Kirby Street, London, ECi, under the style of 
RONALD E. SPENSER, Chartered Accountant. 


Professional Note 


Mr J. T. Leonard, A.C.4, has been appointed a 
director of Carless, Capel & Leonard Ltd, as from 
November 18. 


The Institute of Municipal Treasurers and 
Accountants 


GRANT OF ARMS 

The seal of The Institute of Municipal Treasurers 
and Accountants, which has been well known for 
many years, has been incorporated in a grant of 
arms now obtained by the Institute. Most professions 
of the Institute’s standing have received such a 
grant much earlier in life, but it was not until 
February of this year that the Council decided that 
one should be sought. 

The new arms, which are of distinguished appear- 
ance, can be briefly described as a shield in blue and 
gold – containing the seal together with three purses 
above it — supported on either side by a "Talbot Or 
(watch-dog in gold). As a crest there is a steel visor 
surmounted by a ‘demi Talbot Azure’, or smaller 
watch-dog in blue, holding a fasces. The motto at 
the base reads Fiscum Serva Fideliter, which strictly 
construed means ‘keep the treasury faithfully’; an 
appropriate paraphrase i is ‘be a faithful watch-dog of 
the public purse’. 
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London and District Society of Chartered 
Accountants 
At a meeting of the London and District Society of 
Chartered Accountants to be held next Thursday at 
6 p.m. in the Oak Hall of the Institute, Mr Ј. A. 
Brightman, Barrister-at-Law, will speak on "Taxation 
aspects of the variation or termination of trusts’. 


'The Chartered Accountant 
Students! Society of London 


PRESIDENT’s MEETING 
The President’s meeting of The Chartered Account- 
ant Students’ Society of London, was held in Guild- 
hall on October 27th and was attended by over 
a thousand members of the Society. 

Sir Harold Gillett, M.C., r.c.4., President of the 
Society, was in the chair and also on the platform 
were the Lord Mayor of London, Sir Seymour 
Howard, accompanied by Commander J. R. Poland, 
RN., Common Cryer and Serjeant-at-Árms; Sir 
Hartley Shawcross, P.C, Q.C, МР; Mr W. 5. 
Carrington, F.c.a., President of the Institute; Sir 
Harold Barton, Е.С.А., a Past President of the 
Institute; Mr У. С. Campbell, B.COM., F.C.A., and 
Mr Brian Manning, ¥.c.a., Vice-Presidents of the 
Society; Mr R. P. Matthews, r.c.a., Hon. Treasurer 
of the Society, and Mr A. R. Whyte, chairman of the 
Society’s Committee. 

The Lord Mayor, who took tea with the President 
of the Society before the meeting, opened the 
proceedings with a short address. Afterwards Sir 
Hartley Shawcross spoke on ‘Your profession’; we 
hope to publish his address in an early issue. 

A vote of thanks to Sir Hartley was proposed by 
the President of the Institute, Mr Carrington, and 
the meeting closed with a vote of thanks to Sir 
Harold Gillett, proposed by Mr J. S. Craig. 


Next Werex’s MEETINGS 
The following meetings of the London Students’ 
Society will be held during next week: 
Monday, 5.30 p.m., at the Institute: Lecture on ‘Current 
problemas of sterling', by Mr H. Hunter. 
Thursday.— Joint debate with Midland Bank Debating 
Society. 6.0 p.m. – Squash Racquets v. The Mosari Club. 
Friday, 5.15 p.m.: Introductory course lectures on (1) 
‘Income tax’, by Mr J. Kennedy Melling, A.C.A., A.T.I.I., 
F.R.ECON.8., and (2) ‘Company law’, by Mr P. W. Medd, 
Barrister-at-Law. 
7.0 pm., at Chelmsford: Lecture on ‘Miscellaneous 
accounts, including hire-purchase and package accounts’, 
by Мг У. S. Hockley, B.COM., С.А. 


Local Government Statistics 
Details of the income and expenditure of local 
authorities in England and Wales during the financial 
year 1953-54, presented to Parliament by the 
ter of Housing- and Local Government, were 
published on October 26th.1 


1 Local Government Financial Statistics, England and Wales, 
1953-54. H.M.S.O. rs net. 
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The cost of running the гаје fund servicés rose by 
£644 million to £979 million. The principal increases 
were again in education (£19 million) and housing £20 
million). There was also a noticeable rise in land drain- 
age and coast protection due to the floods on the east 
coast and at Lynmouth. Payments by council tenants 
and those making use of other rate fund services as 
private individuals rose by £174 million. The income 
from rates rose by some £41 million to £377 million, 
Government grants including capital grants rose by 
£38 million to £434 million. 

Capital expenditure overtopped £500 million for 
the first time in local government history. Including 
in this is more than £36 million advanced on mort- 
gage to private individuals for house purchase, 
itself a Јагрег sum than ever before recorded. Тће 
turnover of the trading services increased by £8 
million to £165 million. 

Debt, after deducting sinking funds and sums re- 
payable for nationalized services, amounted at the 
end of the year to £3,375 million, an increase in the 
year of over {400 million. 

The remuneration of local government officers 
ind employees was £546 million, some 218 million 
more than in 1952-53. This included teachers, police 
ind professional and technical staffs. 


Liverpool Society of Chartered Accountants 
MANAGEMENT ACCOUNTING COURSE 


The Liverpool Society of Chartered Accountants has 
arranged to hold a residential course on management 
accounting in December. The course will take place 
it’ The Blossoms Hotel, Chester, assembling on 
December 2nd at 12.30 p.m. and dispersing on 
December 4th at 2 p.m. 

(There will be four lectures during the two days 
and each will be followed by group discussion and 
‘urther remarks by the lecturer. The subjects and 
speakers will be as follows: 

“What the industrialist wants from management account- 

ing’, by Mr G. A. Boardman. 
"What the industrial consultant aims to provide by 
| management accounting’, by Mr F. Clive de Paula, 
T.D., A.C.A. 

‘Management accounting problems of the accountant in 
industry’, by Mr A. J Platt, a.c.a. 

‘Management accounting problems of the accountant in 
practice’, by Mr W. P. Scowcroft, A.C.A. 

Mr C. C. Taylor, r.c.4., formerly Hon. Secretary 
X the Society, us now exchanged offices with the 
Hon. Treasurer, Mr J. Е. Allan, r.C.4.; members 


wishing to attend the course should, therefore, write 
o Mr Allan, whose address is 30 ‘Exchange Street 
Jast, Liverpool 2. 
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The Institute of Cost and Works Accountants 
: MANCHESTER AND District BRANCH DINNER 


The annual dinner and dance of the Manchester and 
District Branch of The Institute of Cost and Works 
Accountants was held at The Midland Hotel on 
October 28th. About two hundred and fifty members, 
ladies and guests attended and were received by Mr 
W. Sheppard, F.c.w.a., President of the Branch, and 
Mrs Sheppard, together with Mr G. Nicholson, 
F.C.W.A., President of The Institute, and Mrs 
Nicholson, who where accompanied by. Mr 5. J. D. 
Berger, M.C., F.C.1.8., Director of the Institute, and 
Mrs Berger. 

The toast of ‘The Institute of Cost and Works 
Accountants’, was proposed by. Mr Н. Е. Pardoe, 
President of the Manchester Chamber of Commerce, 
who referred to the important role of the cost 
accountant and to the high regard in which he was 
held throughout industry. He expressed his pleasure 
that a member of the Manchester and District Branch, 
Mr Roland Dunkerley, J.P., F.c.w.a., who was a Past 
President of the Institute, had received the first gold 
medal to be awarded by the Institute for outstanding 
services to the Institute and the profession over 
a great many years, Mr Nicholson responded to ae 
toast. 

The toast of “The guests and kindred societies’ 
was proposed by Mr Sheppard and Mr Derek du 
Pré, Editor of The Accountant, responded. At the 
conclusion of the dinner there was dancing until 
I am. 


The Dublin Society of Chartered Accountants 
STUDENTS’ GROUP 


A meeting of the Students’ Group of The Dublin 
Society of Chartered Accountants was held at 
Mills Restaurant, Merrion Row, Dublin, on October 
20th, when Mr Liam D. McGonagle, B.A., solicitor, 
and lecturer to the Incorporated Law Society, ER 
an address entitled ‘Agency and sale of goods’. 

С. M. Wheeler, F.c.a., Chairman of the ee. 
presided. 

Mr McGonagle dealt in a very clear and helpful 
manner with the ways in which the relationship of 
principal and agent may be created and terminated 
and also with several interesting and contentious 
points arising from the Sale of Goods Act, 1893. 
Afterwards he answered numerous questions put 
to him by the students. 

A vote of thanks to Mr McGonagle was proposed 
by the chairman and seconded by the hon. secretary 
of the Group, Mr P. W. Britton. 






Telephone: Victoria 2002 (3 lines) 
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--The Institute of Internal Auditors. 
LONDON CHAPTER . 


The London Chapter of The Institute of Internal 
Auditors has arranged a series of evening discussion 


meetings at Unilever House, Вета, ЕСА, for: 


members’ assistants. 
The course opened last Monday evening, when 
Mr О. Birley, в.5С.(ЕСОМ.), F.A.C.C.A., F.C.1.8., spoke 
-on the subject of ‘Internal check’. The ‘other meetings, 
all to be held at 6 p.m., are as follows: 
November 7th: ‘Cash control’, by Messrs F. Sinha, T. W. 
Woods, A.8.A.A., А.С.1.8., and C. Fairbrother, С.А. 
November 14th: ’ Some aspects of credit control’, by 
Messrs R. C. Bedford, A.C.A., and С. №. Moyse, ACA. 
November atst: ‘Stores and inventory control’, by Messrs 
Е. W. Allaway, a.c.a., and E. 5. L. Vincent, A.C.A. 
"То conclude the coursé a dinner will be held on 
November 28th. 


Incorporated Accountants' ' Lodge 


The installation - meeting оф the Incorporated 
Accountants’ Lodge was held on October 25th, at 
‘Freemasons’ Hall, Great Queen Street, London, 
WCz, when W. Bro. J. C. Chaumeton installed his 
successor, W. Bro. W. F. Edwards, L.G.R., as W.M. 

W. Bro: W. F. Edwards invested the. “following 
officers: 

M Un Е. B. Trimmer, SR W. Bro. d n? HE s 

Bro. W. J. 

е W. Bro. Е. J. Р. 
Marshall, S.D.; Bro. A. Armitt, 7.D.; W. Bro. A. У, Hussey, 
ADCS W. Bro. A. A. Garrett, ” Almoner; Bro. Е. А. Roberts, 
IG; Bros. E. А. Woods, L. J. D. Jones, and E. J. Morris, 
Stewards; W. Bro. А. С. Chitty, Tyler 

‘A large number of guests-were present including 
V. W. Bro. C. U. Peat, м.с., Grand Treasurer. 


The address of the secretary of the Lodge is 35 New : 


Broad Street, London, ЕС2. 


Whillans’s Tax Tables 
In the review of Whillan?s Tax Tables and Tax 


Reckoner, 1955-56, published in our issue of October | 


22nd, it was stated that the new edition 'discon- 
tinued the grossing-up chart and included instead a 
table of average exchange rates’. It has been pointed 
out to us, however, that the grossing-up figures are 


now combined with the tax tables and appear under as 


the heading ‘Tax and grossing-up chart’. We regret 
this oversight. 

Income Тах in the United States ^ 
A list of 226 recommendations for income tax changes 
has been submitted to Federal authorities by the com- 


mittee on Federal taxation of the American Institute of 
Accountants. d | 
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SEVENTY-FIVE YEARS Ам. : 
From Ghe Accountant оғ NOVEMBER бтн, тудо 
ВАМКЕОРТСУ LAW AMENDMENT. 


The following copy of a letter, addressed to the 
Daily News by the Secretary of the Institute of 
Chartered Accountants, has reference to a communi- 
cation printed elsewhere:— 


Sm,—The attention of the Council of this Institute 
has been directed to a letter in your issue of to-day, 
signed “Disgusted Mercantile Law.” 

It may not be generally known that in May last a 
Royal Charter was granted incorporating this 
Institute, and giving full powers to the Council to 
exclude or suspend any member who is held by the 
Council, on the complaint of any member of the 
Institute, or of any person aggrieved, to have been 

bul ult discreditable to a Chartered 
Accountant. 

If your correspondent will furnish me with 
particulars of the estate he mentions, and the name of 
the trustee, the matter will be fully investigated, with 
а view to ascertain whether the conduct of the trustee 
in this particular case has been such as to warrant its 
being used as illustrating the truth of the strictures 
passed on accountants generally by your. corres- 
pondent, in the opening paragraph of his letter, and 
also whether it is a case in which the Council would 
be justified in exercising the powers above referred to. 

I am, Sir, your obedient Servant, 
W. С. HOWGRAVE, 
Secretary of the Institute of Chartered Accountants in 
England and Wales. 


3 Copthall-buildings, 
Nov. 3rd. 
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VOL. CXXXIII. NO. 4221 


FINANCE BILL-I 


HE new Finance Bill, which will reach the Statute Book as 

the Finance (No. 2) Act, 1955, makes comparatively little 

change in taxation law; although it contrives to cover 
twenty-one pages and will certainly give rise to a good deal of 
difficulty in its application. 

Clause 1 and the First Schedule give effect to the purchase tax 
changes announced by the CHANCELLOR in his second Budget 
speech. The new provisions consist largely of lists of articles whose 
rate of tax is changed and the Bill adds little or nothing to the 
information already given in the Financial Statement. 

. Clause 2 and the Second Schedule, which amend the profits tax, 
follow the pattern created by previous amending Acts. Clause 
2 (1) provides that the enactments relating to profits tax shall be 
amended as respects chargeable accounting periods after the end 
of October 1955 by substituting: 

(а) 274 per cent for 224 per cent as the rate of any tax not 

being a distribution charge; and 

(b) 25 per cent for 20 per cent as the rate of relief for non- 

distribution. 

Under Clause 2 (2), where a period which would be a drak 
accounting period falls partly before and partly after the end of 
October 1955, the part falling before and the part falling after are 
to be separate chargeable accounting periods. Clause 2 (3) applies 
the consequential and transitional provisions contained in the 
Second Schedule. 

Paragraph 1 of the Second Schedule provides a new scheme of 
rates of distribution charge for all chargeable accounting periods 
ending after October 1955. Paragraph 1 (x) (a) directs that the 
charge is to be at 25 per cent subject to the proviso that the аррте- 
gate amount on which the charge is calculated at 25 per cent is 
not to exceed the aggregate amount on which non-distribution 
relief has been given at 25 per cent for previous chargeable account- 
ing periods. It follows that for the first chargeable accounting 
period after October 1955 there cannot be a distribution charge 
at as much as 25 per cent. The remainder of paragraph 1 repeats 
almost word for word paragraph 1 of the Seventh Schedule to the 
Finance Act, 1952, which was enacted in consequence of the last 
change of rates. The net effect is that, as before, the Inland 
Revenue recover non-distribution relief primarily at the highest 
rates at which it has been given. | 

Paragraph 2 is an elaborate modification of the Finance Act, 
1947, Section 36 (3), in relation to chargeable accounting periods 
after October 1955. That subsection provides that where a 
loan by the company has been treated as a distribution, with the 
result that the profits tax liability has been increased, the net 
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relevant distributions for the Боса in which 
the loan is repaid are to be treated as reduced by 
the amount which at the appropriate rate of tax 
wil produce a sum equal to the increase. ЈЕ 


is necessary, upon each new increase in the ` 


rate of profits tax, to increase the rate for the 
purpose of Section 36 (3); otherwise there would 
be an excessive reduction in net relevant dis- 
tributions and the company would recover 
more tax than the loan had originally given rise to. 
Accordingly, paragraph 2 (1) provides that when a 
loan is repaid, the increase of tax to- which it 
originally gave rise is.to be multiplied by four 
(corresponding to the new 25 per cent rate) 
and the resulting sum is to be deducted, as far as 


may be, from the net relevant distributions. | 


It does not matter whether the operative rate at 
the time the loan was made was 25 per cent or 
not. However, where the loan was made before 
1952, only half of the resulting increase in profits 
tax is to be multiplied by four, so that in effect only 
half of that increase will be allowed for (paragraph 
2 (4). This is a rough and ready method of 
adjusting for the fact that profits tax up to the 
end of 1951 was deductible in arriving at income 
tax profit, so that the taxpayer recovered g/zoths 
or 9i/2oths of the profits tax in the form of 
reduced income tax. The roughness of the adjust- 
ment, be it noted, is in the Revenue’s favour, 
particularly as the income tax rate is now only. 
8s ба. 

As ну indicated, distribution charges for 
periods after October 1955 will not necessarily 
be at 25 per cent. Where, apart from the operation 
of paragraph 2 (1), there would be a distribution 
charge at a rate other than 25 per cent, it would 
be inequitable to multiply the tax increase by four. 
Accordingly, paragraph 2 (2) makes provision 
to ensure that whatever the rate of charge, and 
whether at one or more rates, the factor by which 
the tax originally ascribable to the loan is multi- 
plied, is the factor by which the rate of distri- 
bution charge would have to be multiplied to pro- 
duce roo per cent. This simple arithmetical 
concept is not easy to express in legal language, 
"which perhaps explains the use of the expression 
"that is to say' four times in paragraph 2 (2), 
and the fact that the draftsman has adopted a 
different approach from the one adopted in the 
Finance Áct, 1952. Paragraph 2 (2), like paragraph 
.2 (1), is: subject to paragraph 2 (4), i.e. where 
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the lóan was ade before 1952, the profits tax 
ascribable to it is reduced by a half for the purpose 
of reduction of net relevant distributions in the 
period of repayment. 

Paragraph 2 (3) makes it clear that paragraph 2 
applies not only where there is in fact a dis- 
tribution charge but also where there would have 
been a distribution charge but for the operation 
of the paragraph. The subparagraph also eluci- 
dates the construction of paragraph 2 (2). Para- 
graph 2 (5) makes it clear that the expression 
‘the tax originally ascribable to the loan’ means 
the increase in the profits tax consequent on the 
treatment of the loan as a distribution. 

One would have thought that with all this 
dotting of ‘i’s’ and crossing of ‘t’s’ some indication 
would have been given as to what must be done 
when only part of a loan is repaid. Strictly 
speaking, partial repayment would apparently 
not qualify for the relief. 


Example 
X. Ltd is director-controlled and made a loan 
of £10,000 to a member in 1951, in consequence 
of which its profits tax for the year 1951 was 
increased by £4,000. The loan is repaid in 1956. 
Apart from this repayment, the distribution 
charge for that year would be as follows: 








£ 
1,000 at 25 рег cent 250 
5,000 at 20 p p 1,000 
yoooatio , , 100 
2,000 at 7$ , yy 150 
£9,000 £1,500 
—— oe LL 


The tax originally ascribable to the loan is 
£4,000 but as it was made in 1951, the £4,000 is 
reduced to £2,000 (paragraph 2 (4)). The amount 
to be deducted in arriving at the net relevant 
distributions for 1956 is computed as follows: 


(paragraph 2 (2)): 


Multiply А by 134 (paragraph 2 (2) (а)) E 








Multiply тоо by го (paragraph 2 (2) (6)) 1,000 

Multiply 1,000 by 5 (paragraph 2 (2) (c) 5,000 

1,250 8,000 
Multiply 750 (balance of £2,000) by 4 

(paragraph 2 (2) (4)) 3,000 

Total „2,000. ~ i £ik,000 


ExummO 5 ino tel Np ie 
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Thus the net relevant distributions will ђе 
reduced by £11,000, which will automatically 
cut out the distribution charge of £1,500 and at 
the same time give non-distribution relief at 
25 per cent on £2,000, i.e. non-distribution relief 
of £500. In total, then, the company recovers 
£2,000 of the £4,000 which it paid in 1951, in 
addition to the income tax benefit which it had 
when that £4,000 was deducted in arriving at its 
income tax assessment. 


Charities and Arrears of Dividends 
In our leading article last week on the autumn 
Budget, we said that the purchase by charities 
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of shares which carry heavy arrears of cumulative 
preference dividends, was a direct target of the 
new Finance Bill. Clause 4 of the Bill shows that 
preference shares will not be within its pro- 
visions if: 
(i) they are fully paid; and 
(ii) they carry only a right to dividends at a 
fixed gross rate per cent of the nominal 
value; and. 
(iii) that rate does-not exceed the yield generally 
obtainable on quoted preference shares. 
Moreover, the clause does not apply unless, 
broadly speaking, ro per cent of the class of 
shares is purchased at one time. . 


| VALUATION OF i 
ARTICLES TAKEN FROM STOCK 


N Monday, the House of Lords gave 
(ym in the case of Sharkey v. Sir 
_Harold Wernher, and their decision is 
not only likely to have far-reaching consequences 
but will come as a considerable surprise to many 
accountants... З 
The appeal related to ап assessment оп the 
respondent for the year 1949-50 in respect of the 
profits of his wife, Lapy Zia WERNHER, from 
carrying on a stud farm. In addition to the stud 
farm, Lapy 21А carried on the activities of 
racing and keeping horses in training, and it was 
common ground that these were purely recrea- 
tional in character and did not amount to farming 
or trading for income tax purposes. From time 
to time, Lapy Zi4 transferred horses from the 
stud farm to her trainer’s racing stables, and the 
sole question which arose was. whether the 
proper figure to be credited in the stud farm 
accounts for income tax purposes was the cost 
of breeding the horses so transferred or their 
market value at the time of transfer. One remark 
in the stated case, which to anyone used to dealing 
with accounts might seem of little significance, 
but which apparently had a considerable bearing 
on the result, was as follows: 
“The cost of breeding these horses had been 
. debited in the stud farm accounts, and it was 
common ground between the parties that, conse- 
quent upon such transfer, for income tax purposes, 
some figure in respect of the transferred horses fell to 
be brought into the stud farm accounts as a receipt.’ 


1 See The Accountant, October 16th, 1954.. 


From an accountancy point of view, the word 
‘credit? would perhaps have been technically 
more accurate than 'receipt'. It seems, however, 
clear from .the speeches delivered that the 
conclusion would have been the same even if the 
adjustment had been expressed as being by way 
of cancellation or elimination of a debit rather 
than being treated as a sum ‘received’. 

At the time when the case was heard by the 
Special Commissioners, the only direct authority 
was Watson Brothers o. Hornby (21 A.T.C. 279; 
24 T.C. 506), in which, it is interesting to note, 
the Revenue and taxpayer respectively contended 
exactly the opposite to what they contended in 
the Wernher case. In Watson Brothers v. Hornby, 
the appellants had a hatchery which produced 
chicks primarily for sale as day-old chicks, 
though some were transferred to brooder houses 
and became part of the stock of a farm. They 
argued that, in computing the profits of the 
hatchery, the chicks transferred to the farm 
should be credited at market price, namely 4d per 
chick, and that the difference between that price 
and the cost of production, namely 7d, was an 
allowable loss. Their arguments were accepted 
by Mn Justicg MACNAGHTEN. 

"These facts, of course, were very close to those 
in the Wernher case, but the Special Commis- 
sioners distinguished Watson v. Hornby on the 
ground that there there were two businesses, 
namely a farm (then assessed under Schedule B) 
and a hatchery (assessed under Schedule D) and 
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the stock which was transferred from the hatchery 
to the farm became stock-in-trade of the latter 
business. In the case before them, however, the 
horses were simply taken out of the stock of 
Lapv ZiA's stud farm and did not become the 
stock-in-trade of any other business. This is 
tantamount to saying that where there is a 
transfer between two different businesses, or 
perhaps between two departments of the same 
business, it is, if not obligatory, at least legitimate 
to insert such a figure as will show, as far as 
possible, the true profits of both, but that where 
the second activities are of a non-trading nature, 
the point does not arise. In other words, where 
there is a transfer between two trades carried on 
by a single person, the insertion of market price 
merely means that the total profit of that person 
from the two trades is apportioned between those 
trades in' the fairest and most appropriate 
manner, a procedure which does not necessarily 
involve the proposition that a person can make a 
taxable profit out of himself; it is irrelevant to 
this argument that, in cases where the profits of 
the two trades are assessed under different rules, 
tax anomalies may result. On the other hand, if a 
person takes out trading stock for his personal 
use, to credit any sum other than the cost which 
has original] been debited, involves him in 
making a taxable profit or loss out of himself. 
ТЕ is perhaps strange that no reliance seems to 
have been placed on the distinction which the 
Special Commissioners sought to draw and which 
is in line with, rather than repugnant to, normal 
accounting practice; those judges who referred to 
the point only did so to reject it in so many words. 
The Special Commissioners went on to hold 
that, having regard to the reasoning of the Court of 
Appeal in Laycock v. Freeman, Hardy & Willis Ltd 
(17 A.T.C. 450; 22 Т.С. 288) and Briton Ferry 
Steel Co Ltd v. Barry (18 A.T.C. 318; 23 T.C. 
414), no notional sale or notional profit ought to 
be postulated. They accordingly found in favour 
of the taxpayer, since the effect of bringing into 
the accounts the market value figure would be to 
assume a profit which had not been realized. 
Their decision was reversed by Mr JUSTICE 
УАІЅЕҮ on the ground that the case was not dis- 
tinguishable from Watson Bros. v. Hornby and 
that he ought to follow it. On appeal, however, 
his decision was unanimously reversed and 
Watson v. Hornby was overruled on the grounds 
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that it was contrary to the reasoning of Lorp 
GREENE in the Briton Ferry case and his obiter 
dicta in the Freeman, Hardy & Willis case. 

The Crown appealed to the House of Lords 
and won. | 

ViscouNT Srmonps began by stating that a 
main purpose, if not the main purpose, of the 
stud farm was to supply the racing establishment, 
а view which Lord Jusrice JENKINS in the Court 
of Appeal also expressed. However, though this 
point figured large in the Crown argument, it 
does not seem to have been part of the ratio 
decidendi and Lorp SrwoNp's conclusions appear 
to be of general application. 

He said he did not understand why it should 
have been agreed that something fell to be 
brought into the accounts as a ‘receipt’. As Lapy 
Z1A had received nothing, he did not see why it 
should not have been argued that the trading 
account should be credited with nothing; to 
enter something as a receipt which had not been 
received was fictitious. Ít was no more true to 
say that she had received the cost of produc- 
tion than that she had received the market value. 

Similarly, the notional receipt of a sum equal 
to cost could not be justifed by treating it as 
equivalent to expenditure which, in the event, 
proved not to have been made for a trading 
purpose. There was no justification for an ex post 
facto adjustment of an account in this way. 

On the other hand, his Lordship did not know 
how a trader’s accounts could be properly made 
up unless they were credited with a receipt in 
respect of any goods which he had diverted to his 
own use and enjoyment; the only question was, 
what was that sum to be. He thought that the 
only logical way to regard the withdrawal of an 
article from stock-in-trade was to treat it as if it 
had been disposed of by way of trade. 

Lord RapDcLirre pointed out that it is the 
activities themselves which constitute farming, 
and, therefore, a trade, and not merely those 
activities which are subsequently found to result 
in profits or fees. He pointed out that, prior to 
the Finance Act, 1941, a farmer was assessed 
under Schedule B, irrespective of the proportion 
of the produce which he consumed for his own 
purposes, and he did not think that the transfer 
to Schedule D was intended to improve the 
position of a farmer who did not sell all his 
produce vis-a-vis a farmer who did. 
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With regard to the statement of Cuter BARON 
Pass in Dublin Corporation v. М? Adam (2 Т.С. 


387 at page 397) to the effect that no man бап 


trade with himself or make a taxáble profit by 
dealing with himself, Loro КАрСІЛЕЕЕЗаіа that the 
cases of mutual trading show that, while people 
can trade with themselves, the profits of such trad- 
ing are normally not taxable. Similarly, where 
public activities are financed out of rates, e.g. 
the supply of water, accounts are drawn up 
which may show. a surplus, and the question is 
whether that surplus is or is not taxable. The 
general proposition referred to above cannot, of 
itself, preclude the possibility of the taxpayer 
being taxed, and the Income Tax Acts provide 
several instances where he is taxed. Thus, non- 
residents may be taxed on the basis of an assumed 
merchanting profit-see Section 372 of the 
Income Tax Act, 1952 — and the double taxation 
agreements habitually set up fictions of a similar 
kind. Again, a trader is permitted to charge the 
annual value of the business premises he owns 
and occupies, though he has paid no rent. It 
might be said that these are statutory exemptions, 
but he did not see any great force in that. In the 
present case it was necessary to look for a principle, 
and one may find principles by considering 
statutory provisions as well as decided cases. 

So far as cases were concerned, Watson Bros. v. 
Hornby (supra) and Back v. Daniels (4 A.T.C. 
73; 9 T.C. 183) indicated that a person could have 
transactions with himself for income tax purposes. 
See also C.I.R. v. William Ransom & Son Ltd 
(12 T.C. 21) where, however, the point was not 
actually at issue. 


He did not regard the Laycock v. Freeman, 
Hardy & Willis case as having any bearing 
here: the facts were a long way from the present 
facts, and even the expository passages . did not 
really assist. 

What is ‘real’ in this connection? In the case of a 
transfer, market value is the value which would 
more naturally be considered real, and not cost, 
which is a matter of history. 'There were, in fact, 
at least three figures which could be entered in 
the account to represent the transfer. 

In the first place, it could be argued that 
nothing should be enterfd, as nothing, in fact, 
had been received. The respondent had not 
contended this, and it would lead to absurd results. 
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_. Secondly, one could credit the cost. But why 
should it be assumed that the trader withdraws 


‘stock on such self-denying terms? If entering 


cost is considered a mere cancellation, or a with- 
drawal of cost already incurred, what justification 
is there for it? The article was part of the stock 
up to the very moment of its disposal, and the 
debit had been properly charged in the accounts. 


The third possibility, and the one he preferred, 
was to enter the market value. In his view, to do 
so would be fair as between taxpayers, because 
taxable profits would not then depend on the 
taxpayer's decision as to how much or how little 
of the stock he took out of his trade. Further, he 
considered it was better economics because it 
showed the true.profits resulting from his trading 
activities. In his view, Watson. Bros. v. Hornby 
was rightly decided and was of general applica- 
tion. SU 

Lorps Porter and TUCKER concurred. 


Lorp Oagsey dissented. He considered that 
the Court of Appeal’s decision was right because 
it followed two principles which had long been 
established, one, that the profits or gains to be 
taxed must be actual commercial profits — see 
Tennant v. Smith (3 'T.C. 158) and Gresham v. 
Styles (3 Т.С. 185) – and the other, that a man 
cannot trade with himself in the sense in which 
‘trade’ is used in the Income Тах Acts. A person 
can do what he likes with his own property, and 
any sale to himself is purely notional in character. 
It follows that a person can withdraw articles 
from his stock without incurring taxation liability, 
provided he does not do so with a view to a sale 
immediately afterwards. He. disagreed with any 
argument based on the wording of the Finance 
Act, 1941, because, in his opinion, it was intended 
that farming should henceforth be treated in the 
вате way as any other trade. 


Careful study of the speeches will be necessary 
before any. final conclusions can be drawn about 
the effects of this case, but there are many 
intriguing possibilities.. Does, for instance, the 
principle apply if a company takes an article from 
its stock to use it for a capital purpose? Does it 
throw doubt on the Briton Ferry and Freeman, 
Hardy & Willis cases? All that is clear at present 
is that the practice of valuing articles taken by 
the trader from his stock at cost has been shown 
to be incorrect for tax purposes. 
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. UPSETTING THE COMMISSIONERS’ 
| . FINDINGS OF FACT 


Ђу JEAN GRAHAM HALL; LL.M. 


before them, frequently disagree with one 

another as to what constitutes an adventure 
in the nature of trade. When this occurs, the 
higher Courts, on appeal, show great reluctance 
to overrule the decision of the General Commis- 
sioners on the finding of facts. The case of 
Edwards v. Bairstow and Harrison! ([1955] 3 
All E.R. 48) went to the House of Lords before 
this was done, The case makes it plain that a 
finding of fact can be set aside if the true and only 
reasonable conclusion contradicts the deter- 
mination of the General Commissioners. 

In Bairstow's case, the respondents (one 
of whom was a director of a company manu- 
facturing leather, and the other an employee 
of a spinning firm), together decided to purchase a 
complete spinning plant during the period 1946- 
1948. 'They resold the plant at a profit to them- 
selves of £18,225 11s 3d, which sum they divided 
equally. Neither of the respondents previously had 
any transactions in machinery or any other com- 
modity. 

The Crown assessed the respondents to income 
tax under Case I of Schedule D, Income Tax 
Act, 1918, contending that this sum was ‘profits 
or gains arising or accruing from any trade, 
profession, employment or vocation’. In Section 
237 of the Act, ‘trade’ is defined as including every 
trade, manufacture, adventure or concern in the 
nature of trade. 

The General Commissioners determined that 
the transaction in question was not an adventure 
in the nature of trade, and dismissed the assess- 
ment. On appeal to the High Court and then to 
the Court of Appeal, this determination was 
upheld. The House of Lords, however, allowed 
the appeal of the Crown, and held that the Com- 
missioners’ finding was perverse. They set aside 
the General Commissioners! determination on 
the grounds that the facts led inevitably to the 
conclusion tbat the transaction was an.adventure 
in the nature of trade. 

In this case the respondents unsuccessfully 
attempted to persuade their lordships that, 
according to decided law, such findings of fact 
by the Court which originally heard the evidence 


V ses Courts with the same evidence 
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could not be so set aside. Viscount Simonds 
maintained: 
‘Whether it be said of the Commissioners that 

their finding is perverse or that they ћауе mis- 
directed themselves in law by a misunderstanding 
of the statutory language or otherwise their 
determination cannot stand. ... Sometimes, ав іп . 
this case as it now comes before the Court, where 
all the admitted or found facts point one way and 
the inference is the other way, it can only be a 
matter of conjecture why that inference had been 
made.’ 


Scottish Decisions 

Scottish appeal courts have long reserved to 
themselves the right to reverse a decision with | 
which they found themselves unable to agree. 
In the Scottish case of C.I.R. v. Livingston and 
others (6 А.Т.С. 397; 11 Т.С. 538), the respond- 
ents comprised a ship repairer, a blacksmith and 
a fish salesman. They purchased a cargo vessel . 
and converted this into a steam-drifter and resold 
it at a profit. They were not connected in business, 
and had never previously bought a ship. The 
Court of Session held that the respondents were 
assessable to income tax in respect of mE profit. 

Lord Sands said: 

‘The case is a novel and difficult one, and I 
should be reluctant to disturb the findings of the 
Commissioners if Í were satisfied that no matter 
of principle was involved and the question was 
purely one of fact. I am not, however, so satisfied. 
True, I said that the matter was one of impression, 
but in the construction of an Act of Parliament 
judicial impression, when of general application, is 
a matter of law.’ 

. C.LR. v. Fraser (21 A. T.C. 223; 24 Т.С. 498) 
is another interesting Scottish case. 'The respond- 
ent, a woodcutter with no previous dealings in 
whisky and possessing no special knowledge of 
the trade, bought whisky in bond for £407 and 
resold it three years later for £1,131. The 
respondent did not take delivery of the whisky, 
nor did he advertise or blend it. He appealed 

an assessment in respect of the profit. 
The Court of Session held that the transaction 
was not assessable to income tax. According to 
Lord Normand: ° 

‘At the narrowest it is always open to this Court 
in a stated case to. review findings of fact on-the 
ground that there-is.no evidence;toisupport it:*. 
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Conflict of Laws - · 


Viscount Simonds poirited out, in the Bairstow 


case, that in thé matter of taxation, it is important 
that any possible conflict, apparent or real, 
between the English and Scottish Courts, should 
-be resolved. This was done by their lordships, 
in their judgments, drawing generously upon 
previous Scottish decisions, thereby revealing 
that the Scottish Courts, at least, have not been 
hesitant to overrule the Commissioners’ decision 


when the evidence appeared inconsistent with and. 


contrary to that decision. 

They referred to a recent Scottish case, С.Г.В. 
v. Toll Property Co Ltd ([1952] 34 T.C. 13). 
Soon after its formation in 1942, a -company 
bought property consisting of shops and tene- 
ments, in accordance with the objects of the 
company as set out in its memorandum of associa- 
tion. In 1946, part.of the property was sold at a 
profit, and this was assessed to income tax. The 


remainder of the property, with the exception of : 


one unit, was sold, also at a profit, in 1949. The 
following year the company went into liquidation. 
A majority of the General Commissioners de- 
cided that the sale and purchase of the property 
did not amount to a venture in the nature of 
trade but regarded the profit thus made as an 
appreciation of a capital asset. The Court of 
Session, however, reversed this decision and 
held that the company had been formed speci- 
fically to deal in heritable property. Manifestly, 


the Court decided, this must be termed an ad- : 


venture in the nature of trade. | 


Dealing in ‘Futures’ 


We can now regard the law of the English and 


Scottish Courts concerning the reversal of the 
Commissioners’ findings of fact as the same. A 
pointer in this direction may be seen in an English 
case in 1925. 

The Court of Appeal, in Cooper (I. of Т.) v. 
Stubbs (4 А.Т.С. 373; 10 Т.С. 29), was much 
more willing to upset the decision of the lower 
Court and the General Commissioners than in the 
later, Bairstow case. ‘There the taxpayer appealed 
against assessments to income tax made under 
Schedule D in the sums of £1,982, £4,200 and 
£4,302 — being profits made in three successive 
years in dealings in 'futures'. According to trade 
practice, members of cotton brokers and cotton 
firms protect themselves against fluctuation in 
the market by buying cotton for future delivery 
against sales made, and vice versa. 'The Court of 
Appeal, reversing the ^decision.-of the lower 
Courts, held‘ that ‘this transaction constituted a 
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' "trade within the meaning of Schedule D, and was 
-chargeable in-accordance with the rule applicable 


to Case І. In allowing. this appeal, Warrington 
L.J., observed that:^ ^ 
“In my opinion the Court of Appeal ought to 
‘be careful not [to interfere with the decision of 
the Commissioners on a question of fact] except 
in very clear cases; where either the Commis- 
sioners have come to their conclusion without 
evidence which would support it, that is to say, 
have come to a conclusion which on the evidence 
no reasonable person could arrive at, or have 
misdirected themselves in point of law.' 


Difficulty of a Definition 


"The difficulty in giving a correct definition of 


an ‘adventure in the nature of trade’ was another 
point "which arose in Bairstow’s case. The 
transaction concerning the spinning plant being 
the only joint venture of the appellants, they 
contended that this could not be regarded as an 
adventure in the nature of trade because it lacked 
every one of four necessary conditions, namely: 

(x) the existence of an organization, or 

(2) activities which led to the maturing of the 

asset to be sold, or 

(3) the existence of special skill, opportunities, 

in connection with the article to'be dealt 
with, or 

(4) the fact that the nature of the asset itself 

` should lend itself to commercial trans- 
actions. 

The House of Lords found that the characteris- 
tics of (1), (2) and (4) existed. Viscount Simonds, 
in reviewing previous decisions on this point, 
agreed that the boundary line should not be 
precisely drawn. ‘But I think’, he said: 

‘that there had been no case cited to us in which 

the question, however framed, whether the deter- 

mination of the Commissioners was maintainable, 
could be answered more clearly and decisively 
. than in the present case.’ 

“The true question in such cases’, stated Lord 
Radcliffe, ‘is whether the operations constitute 
an adventure of that kind.’ With this as a guide, 
a taxpayer may continue to contend that this 
particular transaction is, in fact, not an adventure 
in the nature of trade; but it will bring no security 
to that taxpayer to know that he has, on rather 
flimsy evidence and with good fortune, thus 
persuaded the General Commissioners. 

Bairstow’s case makes it clear that, in future, the 
determination reached in his favour is more likely 
to be upset if the Crown derde to appeal on the 
matter. 
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| SCHEDULE D (CASE I)-1 
THE APPROACH TO DIFFICULT PROBLEMS 


by W. A. PURDIE 
Senior Principal Inspector of Taxes 


HEN your Secretary, Mr R. J. Carter, 

\ у / invited me to address you he said that 

you wil know ‘the book’ thoroughly, but 

what you want is some advice on the practical 

application of the knowledge that you have so 

laboriously acquired. So I propose to set before you 

some ideas on the basic principles and the practice 

of dealing with difficult income 
tax problems. 


Detection of the Problem 
. A difficult income tax problem 
is not always immediately: ap- 
parent. If you will look through 
the head-notes in any volume of . 
Tax Cases, you will see that 
things which, at first sight, ma 
appear to: ђе · axiomatic, vill. 
on further investigation, often 
prove.to be highly controversial. 
-And I would like to remind you 
that few things are more wound- 
ing to ап  accountant’s self- - 
esteem ог -his reputation with 
his clients than having to make 
unexpectedly a major alteration 
in a computation which he has 
sent to an Inspector of Taxes. 
Indeed, it may very well happen 
that a company may be seriously 
embarrassed financially if it 
declares a dividend on the basis 
of what proves to be an inade- 
quate reserve for taxation. And ' 
so the first thing you have to do is to detect and 
identify the problem. 

That may appear trite; but it is important. How 
can you avoid this possible oversight? I suggest 
in three ways. 

The first, of course, вћоша go without saying. 
You must keep up to date your statute and case law; 
you must keep abreast of the times. And on the 
question of case law, may I remind you that the 
reasoning in the judgments is very much more 
important than the decision on the particular facts 
of a case? In those judgments you will find the clues 
to the detection of all the difficult problems which 
you will soon find are lying in wait for you. 

The second safeguard is your critical faculty. We 
all have innate in us a critical faculty which needs 


‘The firat part of a lecture delivered on September aand, 1955, 
at- University College, Oxford, during the residential course 
of the Chartered Accountant Students’ Society of London. 
Mr W. К. Wells, r.c.4., Chairman of the Course, presided. 
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exercise and sharpening if it is to be of any use. 
And so I suggest that whenever you come across an 
unexpected item in any part of an account you should 
exercise your critical faculty. You might, as I expect 
you all do, look critically at the questions and answers 


“in the professional journals. Bear in mind that the 


answers are not always correct; and further, although 
they may be correct they are not 
'always correct for the right 
reasons. You might also, when 
you come across a Court of 
Appeal judgment which reverses 
a High Court judgment, go back 
to the High Court judgment be- 
fore you study those of the 
Court of Appeal, so that you may 
see, if you can, where the learned 
judge in the High Court went 
wron 

And, before leaving this point, 
I would, thirdly, urge you, 
when you become principals 
or partners or perhaps branch 
managers, to exercise constant 
vigilance over your audit clerks. 
Most audit clerks go out with 
a form of instructions – points 
to be watched and that sort of 
thing. As principal or partner 
you should constantly have 
those instructions under re- 
vision. 


Classification 
And now, having detected our problem, we get down 
to the substance of this talk. 

Income tax problems, whether they are simple or 
difficult, fall into two main categories. In the first 
category the questions have an exact answer. The 


answer depends not on negotiation, but on argument. . 


Perhaps I may give you one or two examples of that. 
A firm receives a lump sum in compensation for loss 
of an agency; is that a trading receipt or is it not? 
There is only one answer —it.is ‘Yes’ or ‘No’. A 
couple of men buy and sell some machinery – we 
had a recent case on that. Does that constitute an 
adventure in the nature of trade, or does it not? 
"There are no two ways about it; it either does or it 
doesn't. I make this distinction between two cate- 


gories because they have to be tackled in rather | 


different ways in practiee, as we shall see. 

The second category comprises questions of degree. 
A company receives shares in another company in 
return for services. ЈЕ is admitted that they are 
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trading receipts, but the question is valuation. That 
is a matter for negotiation. You know also the very 
common case of expenditure on repairs and improve- 
ments. The proportion to be allocated under each 
heading is a matter for negotiation. In some trades 
goods are sold in returnable containers on which there 


is a deposit. The question frequently arises as to . 


the reserve which is to be made in respect of re- 
turnable deposits in hand; that apum is a question of 
degree. 

" So there you have your two categories quite plainly 


divided. 

| Preliminary Steps 

Having decided the category we then come to the 
stage of preparation; and here I think the first step, 
and one which is often overlooked, is to examine the 
basic facts and their nature in law. For instance, 
you want to make a claim for a taxpayer in respect of 
a dependent relative. Now, what is a relative? It is 
not defined in the Income Тах Act, so we have to go 
outside the Income Тах Act perhaps to executorship 
law to decide the degree of consanguinity which 
determines what is a relative. 

-| I mentioned just now the question of containers on 
which there are deposits. Now, we cannot discuss 

e treatment of the reserve on these deposits in the 
income tax computation until we know precisely the 
nature of the contract under which the containers 
were sent out. Were they sent out as part of a sale, or 
were they sent out on bailment? 

' Tam giving you these examples to show how import- 
ant it is that you should not make any false assump- 
tion on the main question. 

| Having made sure that your case is on a firm founda- 
tion, we come to the next step. That is, refer to the 
Act — and by the Act, I mean the 1952 Income Tax 
Act and any subsequent amendments. Now, one finds 
in practice that too often arguments begin with 
text-books and cases. But the Act is the first refer- 
ence; the Act is the only law. Income tax law is very 
different from common law. It is wholly statutory: 
the decided cases are only guides to interpretation. 
They deal sometimes with the fundamentals and 
sometimes with the fringes, but they are only inter- 
pretations of the law. So the cardinal rule is, get back 
to the Act every time. 

But, having looked at the Act and having seen where 
your case fits in with the Act, you may be in difficul- 
ties on interpretation, and that is where the cases 
come in. You will look at the decided cases firstly to 
see if there is one which precisely cover yours. If you 
fail, you will search for those which establish the basic 
principles in the particular field. You will look for the 
dominant facts in the decided cases and consider them 
in relation to your own particular facts. And especi- 
ally; where there is a series of cases on similar points 
you will seek one in which all the previous cases are 
summarized and perhaps the House of Lords has 
pronounced finally on the principles involved. 


In saying this 1: am probably telling you something: 


which you have already fully realized, but I think it is 
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as well now and again to take stock and to make sure 
that you are getting this question of cases and the Act 
in proper perspective. 

Ву this time you will probably have decided on the 
nature of your case; you will, in other words, know 
where you're going. You will know thc kind of facts 
which may be relevant. That is all background work; 
and now we will get on to what one might call the 
field work. 

Gathering the Evidence 

The first object of the field work is to assemble all 
the available evidence, documentary and otherwise. 
Here again one finds in practice that a lot of time is 
wasted because the problem is not fully appreciated at 
the beginning and the first letter to the Inspector of 
Taxes sets out only half or perhaps less of the facts. 
In an ideal case the àccountant has so considered this 
question that he has prepared the whole of the 
evidence in such a form as could be laid before 
counsel for his opinion. But, as I say, that ideal is very 
far from being realized. And therefore I am calling 
particular attention to the necessity of collecting ail 
the evidence as soon as possible. There is another as- 
pect to it. If you have to go back time and again to the 
books of first entry or to the client for further ex- 
planations, you are costing somebody money. ЈЕ you 
are charging the client for time, you are costing him 
money. If it is a job for a fee, you are losing money for 
yourselves: And also, of course, you are troubling the 
Inspector of Taxes, and good relationship between 
accountants and Inspectors is fostered if one helps 
the other by making things easy for him. 

Now, what do І mean by documentary evidence? 
I mean written original evidence. I mean such evidence 
as articles of association and formal agreements 
(and please remember that an extract from an аргее- | 
ment is seldom satisfactory or sufficient. If the case 
goes before Commissioners, the whole thing must be 
put in. It is the only regular way. of putting in 
evidence). You will want all relevant correspondence; 
you may want minutes of company meetings; and 
specifications of work done. And remembering, for 
instance, that on questions dealing with repairs and. 
renewals, the factory at which the work is done may 
be in Gloucestershire or Edinburgh or where you 
will it is- useful, if they are available, to produce 
photographs to illustrate what has been done. One 
can often find a photograph taken on jubilee cele- 
brations at the factory or photographs taken to show 
damage done by gale. А photograph, if it is available, 
will often show a lot more than can be said in a 
thousand words. 

Another thing which is often overlooked is the 
necessity in many cases of getting further evidence; 
of getting first-hand explanations from the people 
who have been engaged in negotiations. The question 
may be whether expenditure is on capital or revenue 
account, or whether something arises out of a change 
in shareholding and so on. It is most important that 
you should always, if possible, get the story of the 
actual parties and not at second or.third hand. ; 
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~, If you are dealing with the: common question of 
repairs and renewals, go and look at the building if 
it is at all possible. As we shall see-later when we 
consider an example, there is no field in which more 
misunderstandi arise than in the repairs and 
renewals field when; in the first place, the information 
is not properly assembled. ; 

If I may digress for one moment – there is another 
matter of some importance sometimes overlooked. 
A balance sheet, a trading account and a profit and 
loss account are only conventional records of actual 
events. What happens in business? Drains are dug up 
and new drains are put down. Directors gather round 
a table and discuss the provision for this and that. 
Now, when you are looking upon that as an income 
tax problem the figures do not matter. They arise 
naturally out of the circumstances; it is the circum- 
stances which have to be investigated, so that when 
you are assembling evidence you must assemble 
evidence not only of figures, but of facts and happen- 
ings. 

Decided Cases 

Well, you have got some, idea of the problem now. 
You have got the evidence together — and what do you 
do next? You must remember that I am dealing with 
a hypothetical difficult problem which will probably 
have to go to Commissioners and may even go further. 
It is almost certain that you will have to take counsel’s 
opinion on it if the Inspector does not agree with you. 
You have to consider your case with all these things 
in mind; and, therefore, I suggest that the next 
thing you do is to prepare a narrative statement of all 
that you have found out – a narrative statement of all 
the facts. That will do two things. It will crystallize 
the whole issue in your mind so that you can talk 
about it freely and when you are arguing or negotiat- 
ing on it you will readily be able to refresh your 
memory, and secondly, it will form the basis of all the 
various reports you will have to make. You will have 
to write a letter to the Inspector of Taxes, setting out 
the facts; you may have to write a letter to the solicitor 
who is going to instruct counsel. It is there on hand 
and in practice proves invaluable. 

We will assume that by this time you have mastered 
all these facts. And remember that when you looked 
at the Act and the cases earlier you had not all these 
facts in mind; you had only the germ of the problem; 
the general outline. But now you have got it all ready 
to examine much more closely. You then select the 
line of cases which you think is nearest to your prob- 
lem. That is not always easy, but anyhow, you will 
have to make your search. 

If you are on completely new ground, you will 
have to look for, cases which have only a slight con- 
nection with your own, but which deal with some 
aspect of the general point of law. Having found these 
cases, you come to the most difficult and the most 
important task, and that is to determine where your 
own facts are distinguished from the facts of the 
decided cases. You will have to consider whether 
these distinctions аге" material; itis no good- saying 
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simply that in that case it was a butcher and in this 
case itis a garage proprietor. That may or may not be 
material It is no good saying that that dealt with a 
contingent liability, my case deals with a contingent 
asset. Again, that may or may not be material – 
probably not. 

So you will have to turn your mind to consideration 
of what is material; and you can do that only by having 
the Act beside you. In other words, never let go of 
this sheet-anchor, the Act of 1952 and the subsequent 
amendments. 

You will now be forming some sort of opinion. 
You may even have formed an opinion that no 
decided case helps you at all, in which event you are 
right back on the Act. But in any case, you must make 
up your mind because you are going to be the advo- 
cate for your client in the first place. You may come to 
an opinion which you feel is very doubtful. There 
may be a lot of money at stake and it would be as 
well, I think, in those circumstances, if at this stage 
you set the position clearly before your client. I have 
seen cases where a client has been carried a little too 
far by an enthusiastic accountant who thought he 
knew the answer. That situation might be dangerous; 
so that at that stage I suggest that you consult the 
client to discuss whether or not counsel's opinion is 
desirable. 

Anyway, when you are young and enthusiastic, 
perhaps with your own practice, here is a pitfall to be 
avoided. 

Argument 


We come now to argument and negotiation. Let us 
take the first category — that is to say where there is an 
exact answer and the result depends upon argument. 
You will meet or write to the Inspector of ‘Taxes and 
each of you will put forward his own views, and in 
the end one may convince the other, or you may have 
to go before Commissioners. But anyhow, you will be 
well armed if you have done what I have suggested. 
You know your case inside-out; you have read your 
Act; you have read your case law and you are ready 
for him. 

As a matter of courtesy, I think you should send to 
the Inspector of Taxes before any interview your 
account of the facts. It should contain all the facts. 
In argument some of the facts may help your case and 
some may hinder it, but, as in a court of law, I think 
it is your duty to disclose all the facts. In argument you 
may seek to minimize the value of certain of them, 
but you must disclose them. 

You may carry on discussions by letter or by inter- 
view. There is a lot to be said at this stage for an 
interview. The Inspector will have had the facts; 
he will have considered them and he will be trying, 
in е. same. way as you are, to find a solution. 
Much time can be wasted by long correspondence 
and quoting of cases. 

There is another pitfall. I think it is dangerous to 
bluff. You may get away with it. Inspectors, like 


accountants, are of various degrees of competence, 
· some аге: busier thamothers;some san spend morezime’ 


Ра 


November 12th, 1955 


on a case than others. Jt may rebound on you if, 
by bluff, you get away with something with Inspector 
А., and a year or two afterwards Inspector B. or the 
bame Inspector A., with a little more time on his 
hands, discovers that he has been hoodwinked. You 
know what ‘discovery’ means. An additional assess- 
ment could be made, and a taxpayer who had ordered 
his affairs on the basis that the question had been 
solved for ever might find that you got away with 
something on his behalf which was not due, and now 
he has to pay the reckoning. 

My advice, therefore, is to evaluate your case and 
when you have made that evaluation fight it and fight 
it hard, but only on that evaluation. It is dangerous 
to overstate it. 

There is still another little pitfall that you will find 
in practice. It is for the same reason a little dangerous 
ito exploit what you believe to be the prejudices of 
local Commissioners. Up to quite recently that might 
have been profitable because the Commissioners who 
made decisions on what were thought to be questions 
of fact invariably had their decisions upheld in the 
High Court and Court of Appeal, if there was some 
levidence to support them, notwithstanding that to the 
‘ordinary man in the street they appeared to be 
‘perverse. But we have recently had a decision in the 
case of Edwards v. Bairstow and Harrison ([1955] 3 All 
E.R. 48) from the House of Lords which suggests that 
the Courts will in future have regard to the question 
of whether the Commissioners’ decision was a 
reasonable conclusion from the facts. So there again 
make up your mind honestly what is your view on 

‘the question and fight for it, but do not go beyond it. 


Negotiation 


‚ Now, in the second category where we are dealing 
with compromise and negotiation, the attack is a 
‘little different. There will be an area rather than a 
point for discussion and I think the first thing to do 
is to define that area in your own mind and seek to 
get the agreement of the Inspector on that, so that 
you may put aside all that part which is agreed and 
confine your argument to the narrow. grounds of 
· what is controversial. 

Negotiation – successful negotiation – depends on 
mutual respect. So do not start off from an indefens- 
ible position. You have an idea of what is right; 
you quite properly give your client the benefit of any 
doubt because that fixes the base from which you are 
going to argue, but if you can start off with a reason- 
able hope of settlement, even though the Inspector 
thinks it is rather far on the wrong side of the line, 
at any rate you are starting off with his goodwill. 

Another point to bear in mind is that the case may 
have to go before the Commissioners, because the 
Commissioners are, in all these matters of com- 
promise, virtually the final arbiters. If it is only a 
question of degree the Cgurt will very seldom look 

: beyond the Commissioners, and you have to go before 
them with a reasonable story. They are men of 
affairs; experienced men of affairs most of them; 
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and they know a phoney story when they hear one. 
So, there again, if you start with the Inspector as 
you would start before the Commissioners, J think 
you will more quickly come to some reasonable agree- 
ment. 
Practical ет 


Well, now, that really exhausts all I want to say gener- 
ally and I would like to illustrate it by an example.! 
You need not read it now because I shall take it 
paragraph by paragraph, but I want to make two 
explanations before I begin. In the first place I am 
not going to give you the answers to these problems. 
I am concerned only with taking you up to the stage 
where you are ready for discussion with the Inspector. 
Secondly, I shall refer to one or two cases. І think 
they will be cases that you all have met before, and 
because available time is short I shall be quoting 
snippets. That is a bad habit, but I shall have to select 
these short extracts from cases instead of reading 
long passages because time is our enemy and they will, 
I think, indicate what I am after. 


Repairs - Definition 
If you look at this example you will see it is headed: 
‘Schedule prepared by X, Y, Z, & Co, Chartered 
_ Accountants, and attached to computation of trading 
: profits for year ended March 31st, 1955, of P.Q.R. 
Motor Engineering Co Ltd.' 
The first heading is ‘Repairs’. You will remember I 
said that in my view the first thing you should do 
is to establish the basic fact and its nature in law. 
Well, we are dealing with repairs. What is a repair? — 
that is the first question. Of course, at first sight we 
all think we know, don't we? But we have to go out- 
side the. Income Tax-Acts to find exactly what a 
repair is: We go to the Law of Property and cases on 
compensation under the guidance of Stroud's Judicial 
Dictionary, or similar works of reference and find that 
there is a leading case which defines ‘repair’ for us: 
It is the case of Lurcott v. Wakely and Wheeler, and 
this is the definition which is given. 
Lord Justice Buckley said: 

* “Repair” and “renew” are not words expressive 
of clear contrast. Repair always involves renewal; 
renewal of a part; of subordinate part. А skylight 
leaks; repair is effected by hacking out the putties 
and putting in new ones, and renewing the paint. . . 
Part of a garden wall tumbles down; repair is effected 
by building it up again with new mortar and so far 
as is necessary, new bricks and stone. Repair is 
restoration by renewal or replacement of subsidiary 
parts of the whole. Renewal, as distinguished from 
repair is reconstruction of the entirety, meaning by 
entirety not necessarily the whole, but substantially 
the whole subject-matter under discussion." 

In other words, we use this generic term 'repairs' 
when we really mean ‘repairs and renewals’ and, we 
are told in this case, ‘repair’ and ‘renewal’ are two 
different things. That is most important. 

| (То be concluded.) 


1 Reproduced at the end of this address. `` 
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Expenses of Managemént 


Section 425 of the Income 'T'ax Act, 1952 (formerly 
Section 33 of the 1918 Act) provides for relief on 
'expenses of management (including commissions)' 
in favour of: 


(a) an assurance company carrying on life assurance 
business (whether proprietary or mutual); or 


(Б) any company whose business consists mainly in 
the making of investments and the principal 
part of whose income 18 derived therefrom; 


where such bodies have been taxed otherwise than 
under Case I of Schedule D. Up to 1948 it was the 
practice of the Inland Revenue to give relief under 
the section on stamp duty and brokerage paid on 
changes of investment. They then challenged their 
own practice, in Capital and National Trust Ltd v. 
Golder (28 А.Т.С. 326; 31 Т.С. 265), and 
succeeded before the Special Commissioners, the 
High Court, and the Court of Appeal. That case 
concerned an investment company; the new practice 
has now been vindicated in the case of life assurance 
companies also. (Sun Life Assurance Society v. 
Davidson; and Phoenix Assurance Company Lid v. 
Logan; The Times, November 3rd, 1955). 

The Sun. Life Assurance Society, unlike the 
majority of life offices, shows stamp duties and 
brokerage as ‘expenses of management’ in the revenue 
account prescribed by the Assurance Companies Act, 
1909, and its case was taken as a test case by the 
Life Offices Association. The Phoenix Life Assurance 
Company shows these expenses.in its books as 
part of the cost of purchase or sale; its case was 
chosen by the Inland Revenue as a test case. The 
appellants sought to distinguish the decision in the 
Capital and National case on the ground that while 
investments were a fixed capital asset of investment 
companies, they constituted circulating capital in 
the case of life assurance companies. However, 
Harman, J., held himself bound by the earlier 
decision and he accordingly dismissed both appeals. 
He did во, however, with obvious reluctance. The 
purchase and sale of shares, he said, was a day-to-day 
activity essential to a life assurance company and vital 
to carrying out its objects; which were to maintain 
the assurance fund, to provide the assured with his 
covenanted money, and to produce profits wherewith 
to pay bonuses and dividends. He could not зее 
any difference between the brokerage and the charge 
for the services of solicitors where real estate was 
involved, or the wages of the clerk who entered the 
transactions in the books, or the salary of a skilled 
member of the staff who advised on the purchase or 
sale. His Lordship did not feel the same confidence 
about stamp duties, which might truly be said tó be 
part of the cost of the transaction. However, as stated 
above, he felt himself bound by the earlier decision. In 
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that case, leave to appeal to the House of Lords was 
refused; it may be that the present cases will be taken 
to that tribunal. 

Housing Subsidies 


The text of the Housing Subsidies Bill has now been 
published. It applies to England and Wales only and 
bas the following main purposes: ` 
(5) to reduce the exchequer subsidy (at present’ 
£22 1s od) payable for dwellings provided by 
local authorities; 


(ii) to introduce new exchequer subsidies for 
dwelling-houses provided by local authorities 
for slum clearance or provided by development 
corporations of new towns; 

(iii) to relieve local authorities of their obligations 
to make certain contributions out of the rates; 

(tv) to enable the Minister of Housing and Local. 
Government, by order, to abolish or reduce 
rates of subsidy on houses built after the making 
of the order; 


(v) to apply the new rates of subsidy in relation to 
housing associations etc. 


Those local authorities with large housing estates 
will be encouraged to introduce differential rent 
schemes so that the reduction in subsidies can be 
fairly spread, particularly where a substantial propor- 
tion of the houses were built before the war. The 
average rise in rents as a result of the new proposals 
is estimated at some eightpence a week each year for 
existing houses. 


Valuation and Rating in Scotland 


The publication of the Valuation and Rating (Scot- 
land) Bill has been accompanied by a White Paper! 
on the subject. It is recalled that the Government, 
in an announcement made on June 16th, 1955, 
accepted in principle the report of the Sorn Commit- 
tee on Scottish Valuation and Rating*; the Bill is 
intended to give effect to this decision. The funda- 
mental recommendations of the Sorn Committee 
were that owners’ rates be abolished and rents reduced 
in proportion; and that valuation for rating should be 
dissociated from actual rents and should be related 
to ‘fair rent’? on current values. After elaborating 
on these fundamentals, the White Paper sets out the 
time-table for the proposed reform. Owners' rates 
will be abolished at the end of tbe financial year in 
which the Bill becomes law. Existing valuations will 
then be frozen for the period of five years necessary 
to carry out revaluation and thereafter all properties 
would become rateable at once on the new values. 
This will be in the year 1961-62. The machinery of 
valuation will be improved in the manner recom- 


1 Стад. 9606. H.M.S.O. 6d nete =- ` n a 
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mendel by the committee, whose recommendations 
for the relief of churches and church halls and for 
the payment of contributions in lieu of гајев on 
police stations are also accepted. The Bill in addition 
gives rating authorities a discretionary power to 
relieve charitable and certain other organisations 
from rates. 

It would be interesting to know what are the inten- 
tions, if any, of the Government as regards income 
tax Schedule A assessments. 


Trust for Scientific Education 

A group of large companies have formed a new trust 
called the Industrial Fund for the Advancement of 
Scientific Education in Schools and have already 
guaranteed £14 million for its needs. ‘These con- 
cerns state in the announcement of the new organ- 
ization that they view with disquiet the shortage of 
scientists, mathematicians and. technologists and 
have taken this new step to help the teaching of 
pure and applied science and mathematics in 
secondary schools. 

The assistance given will be in the form of capital 
grants towards building, expansion, modernization 
and equipment of science buildings in independent 
schools and direct grant schools. The trust expresses 
the hope that other companies which depend on an 
adequate supply of technologists will add their 
support to the funds. An executive committee, with 
Sir Hugh Beaver as its chairman, has been formed 
and this committee will judge and assess applications 
for assistance. 

The idea of large public companies making grants 
to universities and independent educational organ- 
izations is not new. The novelty of the new scheme is 
the degree to which it has been organized on a 
formal basis coupled with an appeal to other com- 
panies to join the trust. The idea is some measure of 
the concern which industry feels about the supply 
of trained technicians. Welcome and valuable as this 
contribution will be towards the provision of educa- 
tional facilities the more difficult aspect of the problem 
still remains, namely, to find enough teachers to make 
use of the equipment which will be made available. 
The fact that industry wants.so many technical 
le is partly the reason why so few highly- 

ified men are attracted to the а ОЁ зсіепсе 
and mathematics. 


Future of Industrial Relations 


How best to handle human relations in industry is 
becoming a problem of extreme urgency. This 
country can ill-afford the dislocation and loss of 
production which comes from strikes. A conference 
on the future of industrial relations was held recently 
by the British Employers’ · Confederation, and 
Sir Walter Monckton, the Minister of Labour and 
National Service, addressgi the conference on 
human relations. Earlier in the week Sir Walter had 
dealt with the same subject in an address to-one of the 


Guilds in the City of London. Не was at.pains to. 
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. point out that good management-labour relations in 
industry аге achieved only by а company having an 


efficient system of communication with its workers 
and a joint consideration of common problems. 

· Considerations of this kind -are particularly rele- 
vant today when there are signs of growing pressure 
from the trade unions for still higher wages irrespec- 
tive of higher output being obtained. In addition, the 
current high level of employment (the unemployment 
percentage is now down to o'9.of the employed 
population) is leading to something approaching a 
scramble in certain industries in some localities for 
scarce labour. 

If the attitude of the trade unions and labour- 
hungry employers are carried to extremes, the labour 
market wil become а. jungle in which the rate of 
increase in wages could achieve a dangerously infla- 
tionary pace. There are по means, nor should 
there be, of preventing workers going where wages 
are high ‘but there is nothing to be gained in the long 
run for workers, if temporary boom conditions 


become an active excuse for management and labour 


to distort temporarily the flow of workers from one 
industry to another. 


Buoyant Output 

There is some indication (and it would be wrong to 
put it any stronger than this) that the boom in con- 
sumer goods-had already passed its peak before the 
autumn Budget and that the impetus to expansion of 
output had passed from them to the capital goods 
industries. According to the official index of industrial 
production, provisional calculations show the index 
for all industries in September at between 135 and 
136 (1948 being 100). This compares with 130 in 
September 1954 and with 134 in August of this year. 
For the first nine months of the year it would seem 
that the average increase has been one of 5$ per cent 
compared with the same. period of 1954. 

The increase has been sustained in recent months 
mainly by the metal and engineering industries. 
Steel has been operating at a high level and the 
motor-car industry is maintaining record figures. 
The vehicle industry is in a particularly significant 
position in this respect for it creates a very wide 
demand for engineering components. There are 
features on the other side of the picture. Coal produc- 
tion has been disappointingly low and it is now known 
warm summer апа autumn have 


for the coming winter. Activity in the building 
industry is also lower than might be expected. А 
third unfavourable feature is the swollen level of 


imports, among which sheet steel for engineering 
‘has played an important role. 


It would be something of an achievement if 
selected groups within the capital goods industries 
could take over the initiative in increasing the level 
of industrial production. The autumn Budget may 
slow down and even halt the rate of expansion in 


consumer goods, notably in consumer durable goods. 


558 


THE ACCOUNTANT 


November 12th, 1955 


REVIEWS 


The Death Duties (Twelfth Edition) 


by Robert Dymond and Reginald K. Johns, 
LL.B.(Lond.) MEL 
(The Solicitors’ Law Stationery Society Ltd, London. 
: 955 net) 
The eleventh edition of Dymond, as it is affection- 
ately known, covered 856 pages; the twelfth covers 
1,100 pages, and that notwithstanding a fairly drastic 
pruning of technically obsolete matter. Four new 
Finance Acts have made extensive changes in the 
statute law, while a number of judicial decisions have 
introduced fine distinctions which were not pre- 
viously thought to exist. All these matters have 
engaged the careful attention of the learned editors. 
Moreover, fuller treatment has been accorded to the 
vexed subject of benefits from controlled companies. 
In the result, useful as the earlier editions were, this 
new edition is considerably more helpful to those 
whose lot it is to advise on estate duty problems. A 
good illustration of the meticulous care with which 
even minor matters are treated is provided by the 
section on the calculation of the ‘slice’ of trust funds 
which is deemed to pass when an annuity ceases on 
a death. The knotty income tax problems which 
were raised by the decision іп C.I.R. e. Duncanson 
(28 А.Т.С. 333; 31 T.C. 257) are solved by Dymond 
as it were, in passing, although one might look in 
vain for such a solution in some of the income 
tax text-books. -> 
Although the book is not official, the fact that the 
senior editor is a former Deputy Controller of the 
Estate Duty Office, and the junior editor is presently 
engaged there, inevitably gives the reader a fair 
indication of the official view. In small cases where 
“the amount involved would not justify litigation, it 
is even more important to know the official view than 
the precise legal answer, assuming that that is 
different. The official practice in relation to Married 
Women's Property Act policies, where the wife's 
interest is contingent on ber surviving the husband, 
‘is worth mentioning. If the wife murders the husband 
'she is disqualified from taking, and therefore it can 
be said at the outset that the husband has an interest 
in such a policy, so as to deprive him of-the benefit 
of non-aggregation. However, the Estate Duty Office 
in practice generously ignore the possibility of a 
murder, and allow non-aggregation accordingly, but 
‘the editors cautiously add that if the murder actually 
bappened, the benefit of non-aggregation would be 
lost. ; 


General Commercial and Financial Knowledge 
Е 1955 Edition . | 
by E. Miles Taylor, F.C.A., F.S.A.A. 


(Textbooks Ltd, Harpenden. 125 6d net) 
This useful. compendium of information can be 
commended to students and others. who want a 
practical outline giving the basic facts about commer- 


cial and financial subjects. It ranges from the proper 
manner of addressing correspondence to the tech- 
nicalities of stock exchange transactions and takes 
in company law, ‘contracts, and agencies, among 
other matters. 

The points dealt with have been selected with care, 
confined to essentials and excluding superfluities. 
The financial section is particularly useful, briefly 
explaining many points which are a mystery to the man 
in the street. 


The Principles of Mercantile Law 
Eighth Edition 
by His Honour Judge Charlesworth, LL.D. 
(Sweet & Maxwell Ltd, London; Stevens & Sons Ltd, 
London. 175 64 net) 


Since the last edition of this work appeared, the 
Statute of Frauds has been repealed (except as to 
guarantees) and so also has Section 4 of the Sale of 
Goods Act; and the Law Reform (Enforcement of 
Contracts) Act, 1954, has come into force. These 
changes with other minor alterations in the law have 
necessitated a number of revisions in the text. ` 

The clarity with which the legal principles are set 
out and illustrated by reference to. decided cases, 
fully justifies its established reputation as a standard 
work for students. 


What Every Farmer Should Know About - 
Income Tax | 
by David Shrand, M.Com., A.S.A.A., С.А .(8.А.) 
(Legal & Financial Publishing Co, Cape Town. 16s 
post free) 


This fifty-page booklet is divided into four chapters. 
The first consists of a general introduction to income 
tax law in South Africa, the second deals with income 
tax as it affects farmers. The third chapter contains 
hints on how to organize farming operations so as to 
pay the least amount of tax, while the last chapter 
explains how the farmer should complete his income 
tax return. It is difficult to imagine any South African 
farmer resisting the appeal of this book, which should 
also be useful to the practitioner who advises him. 


RECENT PUBLICATIONS | 

THIS 1s INDUSTRIAL PARTNERSHIP, by Halford Reddish, 
F.C.A. 34 pp. 7X5 (paper cover). as net. Staples Press 
Ltd, London. | 

PERSONNEL MANAGEMENT, by C. Н. Northcott, M.A.(SYDNEY), 
PH.D.(COLUMBIA). vii--428 pp. 9X 5$. 30s net. Sir Isasc 
Pitman & Sons Ltd, London. 

А Perrecr Woman, by L. P. Hartley. 334 pp. 7$X 5. 
125 6d net. Hamish Hamilton Ltd, London. 

THE Law oF NEGOTIABLE INSTRUMENTS IN SOUTH AFRICA, 
by Denis V. Cowen, Barrister-at-Law, xxxvii--534 рр. 
84x 54. 725 6d net. Juta & Co, Ltd, Cape Town. : 
Current DIGEST OF THE Law AFFECTING ACCOUNTANCY. 
General Editor: Е, Sewell Bray, F.c.A., Р.5.А.А., Stamp- 
Martin Professor of Afcounting; Digest Editor: Т. W. 
South. 72 рр. 9X6 (paper cover). 5s net. Incorporated 
Accountants Research Committee, The Society of 
Incorporated Accountants, London. . 
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FINANCE AND COMMERCE 


Realization that the tightness of monetary policy is 
to be continued into the New Year has brought fresh 
reaction in the stock-market. The effect of a strength- 
ening and of some slight improvement in the gold 
and dollar earnings has been offset by the prospect 
of a further period of the credit squeeze. New issue 
operations, under such conditions, must be а dominat- 
ing factor and this week’s colonial borrowing is 
likely to be followed by other ‘gilt-edged’ issues. 


Calico Printers 

Our readers in the north will probably find most 
interest in the reprint from the accounta of The 
Calico Printers’ Association which we give this 
week. It is one of the big companies in the textile 
industry which started as an association of smaller 
concerns which was formed at the turn of the century 
to improve conditions in the industry. 
' A feature of these accounts is the new valuation. 
The fixed assets, in which a large part of the Associa- 
tion's capital is invested, are now shown in the 
balance sheet on the basis of a valuation made by 
professional valuers as at, June 3oth, 1954. The 
result is a substantial surplus over book values which 
were based on a 1928 valuation. The surplus of 
£5,365,530 has been credited to capital reserve. 

Reference is made in the directors' report to the 
provision for subvention payments to cover losses 
sustained by subsidiary companies in the United 
Kingdom up to June 3oth, 1955, in order to secure 
the full benefit of the taxation relief obtainable under 
Section 20 of the Finance Act, 1953. The provision 
includes £421,310 in respect of losses of previous 
years. Тће Association's share of losses sustained by 
subsidiary and associated companies abroad has also 
been provided, where necessary, but the provision so 
made does not qualify for relief from United King- 
dom taxation. 


Тах Position 


A reminder of how slowly the mills of the Inland 
Revenue can grind is seen in the directors' statement 


( that tax computations have now been agreed up to 


1948. They hope that outstanding matters may be 
settled in the course of the current year, thereby 
facilitating a clearer statement of the taxation 
position in the next accounts. 

Meantime, the parent company brings in £416,294 
for taxation provisions no longer required but 
further substantial credits from provisions are not 
expected. 

The incidence of taxation will be more clearly 
apparent in subsequent years also by reason of the 
treatmemt of subvention payments to subsidiary 
companies as the method now adopted will obviate 
the necessity for adjustments of previous years 
taxation. Pi aTi FARAD 400 Bla coa 


-Twice Valued 


In our issue of October ist, we wrote of the new 
valuation adopted for fixed assets in the accounts of 
Walker Bros Ltd, constructional engineers, steel 
sheet makers, etc. Up to date values for fixed assets 
were stated the previous year through a note to the 
balance sheet, and it was not until a year later at 
March 31st, 1955, that the balance sheet figures 
were altered. 

It seemed to us at the time that the 1955 accounts 
were merely bringing in the new basis created by the 
1954 valuation but Mr Т. A. W. Allen, the chairman, 
assures us that Messrs Leopold Farmer & Son made 
their valuation not only at March 1954 but at March 
1955 as well. The statement of the fixed assets ‘as 
independently valued at March 31st, 1955’ therefore 
means what it says. 


No Profit | 
Readers probably noticed in last week’s reprint of 
the accounts of Triplex Safety Glass Company Ltd, 
the banishment of profit from the profit and loss 
account. Right through the account it is ‘Surplus 
subject to depreciation, etc.’, ‘Operating surplus’, 
‘Surplus before taxation’, ‘Net surplus’, ‘Undis- 
tributed surplus carried forward’. 

One can understand the urge to get away from the 
word, the subject of so much abuse, misrepresenta- 
tion and deceit. But one has to face the fact that it is 
wellnigh impossible to do so. It is rather like 
dividends per cent on nominal capital. You can talk 
about pence per share as much as you like, but the 
stock exchange and statistical services will convert 
pence into per cent. 

Even in this Triplex case, the account showing 
this surplus is headed ‘Profit and loss account’, not 
‘Surplus and deficit’; and the auditors certify that 
it shows a true and fair view of the profit. The ‘Surplus 
before taxation’ of £611,679 is a profit when you 
read about it in the directors’ report and Sir Graham 
Cunningham, the chairman, kept talking about 
‘profit’ at the annual meeting. 


Money Market 


The first offer of 63-day Treasury bills attracted 
applications of £694 million for the {60 million 
offered. The market bid at £99 5s 94 and obtained 
some 84 per cent of requirements with the average 
rate at £4 2s 5-19d per cent. 
Applications for the 91-day bills totalled 
£300,205,000 and for the first time since the begin- 
of September the market bid was lowered. 
Bidding at £98 19s 6d, the market obtained 46 per 
cent allotment and the average rate was forced up to 
£4 15 11-65d per cent. This week's offer of 63-day 
о А is £50 million and of LA maturities £220 
on. . 
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А ТНЕ АССООМТАМТ 


November 12th, 1955 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Four-weekly Accounts 


Sig, — In his letter. published in your issue dated 
October 29th, Dr Risk is, as usual, right - but I 
submit, with respect, for the wrong reasons. Or 
rather, he does his cause a disservice by overstating the 
case and by omitting certain lesser disadvantages. 
Considering his points in detail: 

(a) '(2) Comparison between one period and 
another can be made accurately, as there are 
the same number of days in each period 
ButIsubmitthatthere will be atleast five periods 

with less than the normal number of working 
days, due to bank holidays, ‘Wakes Weeks’, and 
other causes. ў 
(b) For Һе same reason, Dr Risk's paragraph (3) is 
' not strictly correct. 

(с) *(6) The clerical work сап be arranged 

systematically over an even period.’ 

‘This appears attractive at first sight. In practice, 
however, a small cost department has other work 
beyond the routine preparation of four-weekly 
statements. In particular, the following jobs have 
to be sandwiched into the routine. 

(i) Annual re-budgeting. - 

(ii) Production of forecasts and estimates, 
Gii) Special cost investigations and reports. 
(iv) Reorganization or modification of systems 

or methods. . 

The extra week in each five-weekly period, 
which arises when a 4—4-5 week calendar is used, 
can often be profitably used for carrying out 
much of this kind of task, and it also gives the 
opportunity for holidays to be taken by the 
accounting and cost staff. 

Dr Risk is at pains to point out that ‘it is more 
profitable to compare annual results with a flex- 
ible budget than with those of a corresponding 
period in a previous year’, The same remarks can 
be applied to comparing four- (or five-)weekly 
period results. If the flexible budget is used, then 
'the four-weekly period has little advantage over 
the 4-4-5 week periods —in each case' we are 
comparing like with like. (I concede that vari- 
ances on а five-weekly period require scaling 
down to compare with those on, say, an adjacent 
four-weekly period.) | 
(e) ‘The claim that by ending the financial year a 

few days before the end of the calendar year 
speeds up the completion of the annual accounts 

is a little weak. у 
(f) The production of thirteen period statements in 
place of twelve must inevitably require some in~ 
crease in clerical work. Apart from а 1/rath 
increase in the number of statements to be pro- 
duced, the number of tabulations from all sources 
i8 similarly increased. Provided the increase in 
the volume of information given to all levels of 
management produces results worth the extra 
clerical cost — well and good'— but this increased 
work must be reckoned with. . бо 


(d) 


In spite of the foregoing, I agree with Dr Risk's 
main thesis, which sets out.the advantages most 
clearly, but I felt the other side of the penny should 


at least be glanced at. Youre ин 


H. K. WILKES. 
SOUTHERN Gas BOARD 
(WESTERN DIVISION). 


Penalties 

Бак, ~ То the best of my knowledge and belief 
Mr Hext (October 29th issue), has already incurred 
the displeasure of Questio Quid Furts?, but the chances 
of Questio Quid Turis? expressing that displeasure, 
estimated to the best of my judgment and belief, are 
only about two to one. 

He may not have read Mr Hext's letter and he máy 
have sold his dictionary. 


London, Ет8. 


Bournemouth. 


Yours faithfully, 
V. P. GOOK. 


Company Law Point 
Sir, ~ I should be extremely grateful if readers would 
give me information on the following point of 
company law. 
А company has in existence a capital reserve made 
up as follows: 


£ 
Share premiums .. 375 
Sale of capital assets: 
Surplus thereon .. 10,708 
Total £11,083 


Is it permissible to transfer say £8,000 from the 
£10,708 to a future taxation reserve? 

As I see it the transfer would amount to utilizing 
capital reserves for revenue purposes forbidden by the 
Companies Act, 1948. 

I have perused most of the current text-books and 
the Act itself but I cannot find a definite answer to 


15e question Yours faithfully, · 
London, Ет. J. HOLMES: (Student) 


Goodwill: Veterinary Surgeon’s Practice 
Sir, ~ We refer to the letter from ‘С. С.’ in your issue 
of October 29th. | 

While we are not acquainted with any ‘formula’ 
for calculating the value of the goodwill of a veterinary 
surgeon’s practice, we think that it may interest 
‘G. С, to know that such a practice, with which we 
are now concerned, fetched a price for its goodwill 
corresponding to one angl а half years’ purchase of 
the gross fees. The expenses of running the practice 
are very high and we find.that the.partners cannot 
rely.on retaining much: more thani30-per cent. of the 
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gross fees as their divisible profit. Accordingly, the 
price paid for the goodwill would correspond to five 
years’ purchase of the net profits. Super profits hardly 
seem to enter into the picture at all and in this con- 
nection we would like to refer ‘G. С.’ to our letter 
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which you | kindly published in your issue of September 
24th, in which we asked, to no avail, for readers' views 
on the method of charging of veterinary surgeons' fees. 
Yours faithfully, 
CRUX MEDICORUM (ED UUM). 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, November 2nd, 1955, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

' Mr W. S. Carrington, President, in the chair; Mr A. S. H. 
Dicker, Vice-President; Mr Н. Garton Ash, 0.B.E., M.C.; 
Sir Harold Barton, Мт Т.А. Hamilton n Baynes, Sir Bernhard 
Binder, Messrs f. Blakey, C. W. ce, a W. G. 
Campbell, P. F. Carpenter, D. a larke, "Clayton, 
S. W. Cornwell, W. G. Densem, W. W. de Qe 
Freeman, Sir S. 'H. Gillett, м.с., Messrs P. F. Granger, 
D. V. House, Sir Harold Howitt, G.B.E., D.8.0., M.C., 
Messrs W. Н. Lawson, C.B.E., R. B. Leech, M.B.E, T.D., 
R. McNeil, C. U. Peat, P. M. Rees, M.C., P. V. Roberts, L. 
W. Robson, G.F. Saunders, Gilbert D. Shepherd, M.B.E., B. 
Smallpeice, C. M. Strachan, o.&.&, E. D. Taylor, E: 
Gordon Turner, M.C., А. D. Walker, Sir N. E. Waterhouse, 
K.B.E., Messrs M. Wheatley Jones, E. F. G. Whinney, 
R. P. Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Re-admission 


One application for re-admission to membership was 
acceded to. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for Te from 
the Preliminary examination was acceded to 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Exemption from the Intermediate Examination 
Thirty-five applications under bye-law 85 (a) for ex- 
,emption from the Intermediate examination by 
articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 
One application under bye-law 85 (6) for exemption 
from the Intermediate examination was acceded to. 


Final Examination Syllabus 
Commencing with the May 1957 Final examination 
the subject ‘General financial knowledge and cost 

| accounting’ will be replaced by ‘General financial 
knowledge, cost and management accounting’. The 
detail for this paper which will be set out in later 
editions of the booklet ‘Gtneral information and 
syllabus of examinations’, will be as follows: 


‘Banking ‘systems, terms -and us in relation to 
the Bank of Епрјапа апа the joint stock banks; principles 


on which monetary systems are based; foreign exchange; 
terms and usages of the Stock Exchange; sale and purchase 
of businesses, flotation of companies, methods of recon- 
struction and amalgamation,: the raising of capital, 
investigations relating to these matters, and the inter- 
pretation of reports and accounts; goodwill; valuation of 
assets; methods of valuation of stocks and shares; dis- 
tinctions between different classes of companies and 
other undertakings 
‘The object, Ренар and application of cost and 
management accounting; mechanized accounting; office 
machinery.’ 
The time allowance for this paper will be three 
hours and the number of questions to be set will be 
from a minimum of six to a maximum of ten. 


Autumn Meeting, 1955 


The President was asked by the Council to send letters 
of appreciation to all those who gave their services in 
connection with the autumn meeting held at Southport 
in October. 


Articled Clerks engaging in Other Business. 


The Council acceded to four applications under bye-law 
57 from articled clerks to engage during their service 
under articles in other business for the sole purpose and 
to the limited extent specified in the applications. 


Articled Clerks: Industrial Experience 


One application under bye-law 58 (c) from an articled 
clerk to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles was acceded to. 


Certificates of Practice 


It was resolved: 
That certificates of practice be issued to the follow- 
ing thirty associates who have commenced to practise: 


Allen, Bernard; 1955, А.С.А.; 44 Eagle Mansions, Salcombe 
Road London, Nı6. 

Ashcroft, Robert Henry; 1950, A.C.A.; (Franklin, Wild & 
Co), Orient Моше, 42-45 New Broad Street, London, 
ЕСа. 

Baldwin, Leslie Henry; 1948, А.С.А.; (*C. Percy Barrowcliff 
& Co), Wellington House, 103-5 Pilgrim Street, New- 
castle upon Tyne, 1, and at Leeds, Middlesbrough and 
Wakefield. 

Burke, Bernard Alfred; 1930, A.C.A.; (Edwards, Trew & 
Co), 190A Upper Richmond Road, Putney, London, 
5715. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. -  - 
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Chadwick, Ellis; 1948, A.C.A.; (Horrocks & Hanscomb), 41 
Mawdsley Street, Bolton. . 

Chaplin, David Lawton, M.A; 1954, A.C.A; (*Jones, 
Crewdson & Youatt), 7 Norfolk Street, Manchester, 2, ` 

Corsan, Sidney John David; 1951, A.C.A.; (Cooper Brothers 
& Co), 348 Glossop Road, Sheffield, 10; (for other towns 
see Cooper Brothers & Co). 

Deacon, Alan Roderick; 1947, A.C.A.; (Kenneth C. Lindsay 
& Co), 7 Great Winchester Street, London, ECa. 

Durgan, Dudley George; 1952, A.C.A.; (*Barter, Durgan 
& Co), то Victoria Road South, Southsea, Hants, and at 
Petersfield. 

Fawkner, Ian Wyness; 1952, A.C.A.; (*Down, Son & 
Harper), 44 Bow Lane, Cheapside, London, EC4. 

Fogden, Patrick John; 1940, A.C.A.; (Franklin, Wild & Co), 

rient House, 42-45 New Broad Street, London, ECa. 

Frazer, Ian William; 1955, A.C.A.; (Frazer, Whiting & Co), 
126 Bishopsgate, London, ЕС2, and 124 Grosvenor 
Street, London, W1; also at Romford. 

Gill, Dennis George; 1955, А.С.А.; (Gill & Co), 138 
Gordon Avenue, Stanmore, Middlesex. 

Gillett, John Buckley; 1955, А.С.А.; з New Street, Ledbury, 
Herefordshire. 

Hamilton, George; 1953, А.С.А.; (ФЕ, E. Hoggarth & Co), 
77 London Road, Kingston upon Thames, Surrey. 
Jackson, Albert Wallace; 1954, A.C.A.; 36 Burton Road, 

Hornsea, Yorkshire, 

Johnson, Arthur Devison; 1955, A.C.A.; (Franklin, Wild & 
Co) Orient House, 42-45 New Broad Street, London, 
ECa. . 

Lenny, Charles Arlington; 1952, A.C.A.; (*C. Howson & 
Co), Central Chambers, Derby Street, Leek, Staffs, and at 
Market Drayton, Stoke-on-Trent, and Uttoxeter. 

Longcroft, James George Stoddart; 1952, A.C.A.; (Long- 
croft, Smith & Co), Capel House, New Broad Street, 
.London, EC2, and (Reeves & Rothwell), 5 Laurence 

' "Pountney Lane, London, EC4. 

MacHugh, Peter Brian; 1954, А.С.А.; (Kingsford, Garlant 
& J. B. Marks), 23 Essex Street, Strand, London, WCa. 

Marsden, Arthur Henry; 1923, A.C.A.; (Grace, Darbyshire 
& Todd), 19 Whiteladies’ Road, Bristol, 8. 

Masters, Alfred Samuel; 1952, А.С.А.; (A. С. Sayers, 

. Seaton & Butterworth), 62 Brook Street, London, Wr. 

Moss, Richard Benjamin; 1947, A.C.A.; (Richard Moss & 
Co), 30 Queen Anne Street, London, Wr, 

Myers, Gerald Joseph; 1955, A.C.A.; (С. J. Myers & Co), 
43 Upper Berkeley Street, London, Wi. 

Norris, John, 8.4.; 1955, A.C.A; (T. С. Squance & Sons), 
26.Јоћп Street, Sunderland, and at Darlington. 

Pratten, David Frederick; 1948, A:C.A.; (*Deloitte, Plender, 
Griffiths & Co), Druslyn House, De La Beche Street, 
Swansea, and at Cardiff. 
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Randall, Robert Donald; 1953, A.C.A.; (С. S. Thomas, 
Stredder & Co), 5 St Philip’s Place, Birmingham, 3. 

Schofield, Gordon Frank; 1955, A.C.A.; (Schofield & Co), 
19 Brazennose Street, Manchester, 2. 

Sterland, John Hardwick; 1950, A.C.A; (Whitmarsh, 
Sterland -& Co), 7 All Saints Passage, Bridge Street, 
Cambridge. 

Woolf, Arnold Robert; 1954, A.C.A.; (James, Woolf & Co), 
15 Clifford Way, Neasden, London, NWio, and 48 

~ Albemarle Street, Piccadilly, London, Wr. 


Elections to Fellowship 
It was resolved: 

(a) That twenty-one associates be elected to fellow- 
ship under clause 6 of the supplemental Charter 
(bye-law 31). А 

(6) That опе associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye-law 
31). 

Admission as Associate 
It was resolved: 

(a) That one applicant be admitted as an associate 
under clause 5 of the-supplemental Charter (bye-law 
31). rds 

(5) That one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye-law 
36). 

А list of those who complete their fellowship or 
membership before November 15th will appear in The 
Accountant of November 19th. 


: Registration of Articles 

The Secretary reported that 235 articles of clerkship 
were registered during the month of October 1955 as 
compared with 243 in October 1954, making a total of 
1,192 since January rst, 1955, as compared with 1,233 
for the same period in 1954. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 


Mr Hubert Boag, a.c.a., Dorking. o. 
» Alfred John Bulleid Franklin, a.c.a., Coventry. 
» James Holmes, F.c.a., Brighton. | 
-,, Douglas Howell, Е.С.А., Bridlington. . 
» Oliver Geoffrey Lovett, А.С.А., ротара, 
» Gilbert Groves Stickland, ¥.c.a., London. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE l 
Finding and decision of the Disciplinary Committee of the Council'of the Institute appointed pursuant tp 
` bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, 
| at a hearing held on September 27th, 1955. | 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that John 
Ernest Linton, A.C.A., (а) was on May toth, 1955, 
at Bow Street Magistrates Court convicted as liquida- 
tor of a limited company on a charge of failing to 
send to the Registrar of Companies a statement with 
respect to the proceedings in and the position of the 
liquidation of that company, coritrary to Section 342 
of the Companies Act, 1948; (6) had been guilty of 


acts or defaults discreditable to a member of the 
Institute within the meaning of clause 21, sub-clause 
(3) of the supplemental Royal Charter in that he 
failed to reply to three letters addressed to him by the 
Secretary of the Institute, so as to render himself . 
liable to exclusion or suspension from membership of 
the Institute. The Committee found that the formal 
complaint against Johm Ernest Linton, a.c.a. had 
been proved under both headings and the Committee 
ordered that John Ernest Linton, A.C.A., of 2 Calder- 
stones Avenue, Liverpool, 18, be reprimanded. 
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The annual dinner of the Northern Society of 
Chartered Accountants was held at The Royal Station 
Hotel, Newcastle upon Tyne, on November 4th. 
Mr К. К. Dotchin, r.C.4., President of the Society, pre- 
sided, and with Mr W. S. Carrington, F.c.a., President 
of the Institute, received the 210 members and guests 
who attended. 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, the Rt. Hon. 
Lord Westwood, J.P., said that as a business man en- 
gaged in day-to-day problems of commerce, he knew 
what an important part the accountant played in 
business, especially in these days of credit squeezes, 


business man or board of directors, he said, should be 
guided by the accountant. 


| 


System of Training 
Replying to the toast the President said: 


“Two of the main preoccupations of the governing body 
of any professional organization worthy of the name must 
be the system of training and the examination of its entrants, 
because the continuing life of the organization depends 
entirely on a constant inflow of adequately-trained recruita 
of the right calibre. The Council of the Institute is ever 
mindful of the supreme importance of these matters. 

‘We are firmly convinced that practical experience in 
public accountancy is a fundamental necessity as a condition 
precedent to membership of a chartered y and that it is 
the best form of training for a subsequent career in account- 
ancy, whether in public accountancy or elsewhere. We 
believe that such training is the only way of achieving the 
right experience, the right professional outlook and the 
required breadth of professional education on which we lay 
particular stress. 


| 
| The Special Degree Courses 


*Candidates who take one of the special degree courses 
provided in certain of the universities of England and 
Wales may obtain exemption from the Institute's Inter- 
mediate examination but not from the Final, Accounting, 
law and economics are the three main subjects of these 
degree courses and although the scheme must still be 
regarded as being in the experimental stage, I do want to 
emphasize that it must not be regarded in any way as a 
development towards the handing over to the universities 
of the training and examination of our students. In spite 
of their accounting emphasis these degree courses are not 
intended as vocational training courses. They are essentially 
' university degree courses and indeed the aim of the scheme 
was and still is to encourage more graduates to enter the 
profession. We have no intention, however, of passing on 
to the academic world our heavy responsibilities to the 
public and the profession in regard to training and examina- 
tions. 
ı ‘I do not want anybody to think that the only graduates 
we welcome as students are those from the faculties of 
commerce. We are most anxious to have as well, as many 
graduates as possible from the other faculties, particularly 
arts, because we consider that a university education gives 
а man that broader outlook, power of self-expression and 
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sense of intellectual values that are so valuable in our pro- 
fession. A chartered accountant must know why as well as 
know how, and to succeed in that he needs a good education 
followed by intensive study of a wide range of professional 
subjects, coupled with a sound practical training. In this, 
as in other professions, it is perfectly true that as the ancient 
philosopher said ~ Wisdom is born of the union of knowledge 
and experience.’ (Applause.) 


The toast of ‘Our Guests’ was proposed by Mr P. T. 
Duxbury, a.c.a., and Mr A. Brodrick Thompson, M.A., a 
member of the Council of the Law Society, responded. 


The Company 
Among those present were: 


Mr Arthur Bass (President, Insurance Institute of New- 
castle upon Tyne); The Hon. Denis Berry, т.р. (Managing 
Director, The Newcastle Chronicle and Journal Lid); Mr 
Arthur Boyd, F.s.a.a. (President, Newcastle upon Tyne and 
District Society of Incorporated Accountants); His Honour 
Judge John Charlesworth (Chancellor of the County Palatine 
of Durham); Messrs W. B. Colvin, F.a.c.c.a. (President, 
Northern Counties District Society of the Association of 


' Certified and Corporate Accountants), Т. W. Conway, 


A.c.W.A. (President, North East Coast Branch, Institute of 
Cost and Works Accountants); R. A. Cookson, 0.3.8. (Pre- 
sident, Newcastle and Gateshead Chamber of Commerce); 
W. I. Curtis, F.C.A. (President, Bristol and West of England 
Soctety of Chartered Accountants). 

Messrs S. Dixon, F.c.a. (President, Birmingham and Dis- 
trict Society of Chartered Accountants); Derek du Pré (Editor, 
‘The Accountant’); C. R. Glendinning, F.c.1.8. (President, 
North East Coast Association of Chartered Secretaries); 
T. M. Harbottle, c.B.&, M.C. (Hon. Secretary, Newcastle 
upon Tyne Incorporated Law Society); A. B. Hindmarsh, 
F.R.LC.8., БАЈ. (Chairman, Royal Institution of Surveyors, 
Northumberland and Durham Branch); W. C. Kyle, F.c.a. 
(Chairman, Cumberland Branch, Northern Society of Char- 
tered Accountants); J. W. Lamb (Northern Chartered 
Accountant Students’ Society). 


Messrs E. N. Macdonald, p.F.c., F.c.a. (President, Liver- 
pool Society of Chartered Accountants); A. S. Maclver, 
M.C., B.A. (Sécretary, Institute of Chartered Accountants in 
England and Wales); R. P. Matthews, J.P., B.COM., F.C.A. 
(Chairman, London and District Society of Chartered 
Accountants); Е. S. Mowforth, r.c.A. (President, Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants); Professor E. Е. Murray, M.B., B.CH., F.R.C.8., 
F.R.C.0.G. (President, The Medical Institute); Mr P. D. 
Partridge, A.C.A, (Northern Chartered Accountant Students’ 
Society); Col. B. Peatfield, о.в.в., M.C., T.D., D.L. (Clerk 
to the Commissioners of Income Tax). 

Messrs К. Н, Quiney, A.C.A. (President, Leicestershire and 
Northamptonshire Society of Chartered Accountants); C. N. 
Reed (President, Newcastle Local Centre, Institute of 
Bankers); Н. C. Stewart (Н.М. Principal Inspector of 
Taxes); Н. С. Thomas (Н.М. Principal Inspector of Taxes); 
G. Waterworth, F.C.A. (President, Manchester Society of 
Chartered Accountants) The Venerable I. H. White- 
Thomson (Archdeacon of Northumberland); Messrs C. A. 
Whittington-Smith, LL.M., F.C.A. (President, Sheffield and 
District Society of Chartered Accountants); Е. Wilcock, 
F.LM.T.A.,, ASAA (City Treasurer, City and County of 
Newcastle upon Tyne). 
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Thirty-eighth Annual Dinner of the Association of Scottish 
| Chartered Accountants in London 


The annual dinner of the London Local Committee 
of the Institute of Chartered Accountants of Scotland 
was held on Monday at The Savoy Hotel, London. 
About 350 guests and members attended and were 
received by Mr Charles Reid, р.8.0., M.A. C.A., 
Convenor, London Local Committee, who presided, 
and by Sir Ian Е. C. Bolton, Bart, о.в.8., LL.D., 
H.M.L., J-P., C-A., President of the Institute. | 

Lord Chandos, who proposed the toast of ‘The 
Institute of Chartered Accountants of Scotland’, said 
that all his life he had tried to keep on the right side 
of chartered accountants, (Laughter.) That arose 
mainly from the fact that he had spent ‘his life in 
group companies and group finance, and during that 
time had a strong anxiety to remain at large and at the 
same time escape the penalties of the Companies Act 
and common law, and to be respected. (Laughter.) 

He was, on the whole, an admirer of this country’s 
legislation regarding companies – doubtless, he said, 
it erred on the side of being too restrictive but not 
noticeably so. 

Lord Chandos referred to the life of the chartered 
accountant and said: S 

‘I cannot say that I think the life of a chartered account- 
ant has become noticeably easier during the last thirty odd 
years that I have been in business.’ 
. Lord Chandos then referred to what he called ‘a few 
of the paradoxes with which we are confronted every 


day’.. 
The Industrialist 

‘Let us take the industrialist,’ he said. ‘I am told that I 
have to- increase the productivity of the man, that I must 
expand my business, see that the tools which are put into 
the man’s hands are the most modern, that I must expand 
my exports and improve my competitive position against 
the foreigner. : 

‘At the same time I am told by my banker that I must 
not borrow and that it is necessary to cut back my capital 
investment programme.’ - 

The ‘axe’, he suggested, fell more heavily on the 
private section of industry -in 1954 nearly 54 per 
cent of the total capital formation of the country was in 
the public sector— coal, gas, electricity, transpoit, 
housing, nuclear energy, defence and so on. 


A Tax Machine 
He continued: 

“We are sitting on top of a tax machine which inexorably 
secures that a citizen or subject.shall own no property 
during his lifetime and that all his property shall cease on 
his death. The whole thing is a farce.’ 


Sir Ian Bolton, replying to the toast, referred to the 


amalgamation ~ ‘when the Glasgow lamb lay down 


with the Edinburgh lion' — and said that no question 
was ever considered in a sectional manner but always 
on the basis that they were Scottish chartered account- 
ants. They had been welded together..He then briefly 
surveyed the Institute's activities, ae 


Proposing the toast ‘Our Guests’, Mr Charles Reid 
said that this was his last year as chairman at the 
annual dinner. On behalf of the members he extended 
a welcome to all guests present. 


Golf 


He then gave a few details of the activities of the 
Scottish Chartered Accountants in London Golf 
Club and, amid applause, presented the following 
prizes: the Past President’s Challenge Cup to Mr J. D. 
St Clair Harrison; the Lady Mann Challenge Cup to 
Messrs Thomson, McLintock & Co; the Bogey Chal- 
lenge Cup to Mr D. H. Mackeith; the Wood Challenge 
Cup, won by the Scottish Chartered Accountants in 
London Golf Club, and a new prize—the у. Ivan 
Spens Challenge Cup, presented by Mr J. Ivan Spens, 
O.B.E., for annual competition by medal play for those 
with handicaps of twelve or over – to Mr D. A. W. 
Black. MN 

Replying, Sir Harold Howitt said he had always 
had a tremendous respect for the Scots and wished 
that he was entitled to wear the kilt—he bad tried 
hard but could not get through. (Laughter.) : 

Among those present were: А 

Mr Н. Beer, с.в. (Under-Secretary, Insurance and Сот- 
panies Department, Board of Trade); The Rt. Hon. Viscount 
Chandos, D.8.0., M.C., P.C; Messrs J. Cowen (Assistant 
Secretary, Insurance and Companies Department, Board of 
Trade); А. S. Н. Dicker, M.B.E., F.c.a. (Vice-President, 
Institute of Chartered Accountants in England and Wales); 
Derek du Pré (Editor, ‘The Accountant’), E. J. Mackenzie 

ay. 

Sir Henry D. Hancock, K.C.B., K.B.E., C.M.G. (Chairman, 
Board of Inland Revenue); Mr D. V. House, F.c.a. (Јт- 
mediate Past President, Institute of Chartered Accountants in 
England апа Wales); Sir Harold Howitt, G.B.E.; D.5.0., M.C., 


F.C.A. (Past President, Institute of Chartered Accountants in. 


England and Wales); Messrs Thomas Lister, M.A., С.А. (Jm- 
mediate Past Convenor, London Local Committee, Institute of 
Chartered Accountants of Scotland); А. S. Maclver, M.C., B.A. 
(Secretary, Institute of Chartered Accountants in England 
and Wales); К. P. Matthews, J.P., B.COM., Р.С.А. (Chairman, 
London and District Society of Chartered Accountants); 
E. H. V. McDougall (Secretary, Institute of Chartered 
Accountants of Sco ; А. C. 5. Meynell, Е.А.С.С.А. 
(Vice-President, Association of Certified and Corporate 
Accountants); Messrs Bertram Nelson, J.P., F.5.4.A. (Presi- 
dent, Society of Incorporated Accountants); G. Nicholson, 
F.C.W.A, (President, Institute of Cost and Works Accountants); 
W. А. Nicol, C.A., F.C.C.8. (Chairman, Association of Scottish 
Chartered Accountants in Midlands); W. Charles Norton, 
M.B.E., M.C., (President, The Law Society); Е. C. Osbourn, 
M.B.E., B.A, LL.B. (Secretary, Association of Certified and 
Corporate Accountants); The Rev. R. Е. V. Scott, D.D, 
(Honorary Chaplain, Moderator Designate of the Church of 
Scotland); Mr С. I. Stewart, M.C., C.A. (Vice-President. 
Institute of Chartered Accauntants of Scotland). је 
Music was provided during the evening by pipers 
from the London: Scottish and the proceedings closed 
with the singing of ‘Auld Lang Syne’. |... oo 
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NOTES AND NOTICES 


Personal 


Messrs BurLER, Снамсе & Co, Chartered Account- 
ants, of 33 Lower Baggot Street, Dublin, announce 
that as from November rst, 1955, they have taken into 
partnership Mr THomas BUTLER, A.C.A., son of Mr 
PATRICK BUTLER, F.C.A. The name of the firm remains 
unchanged. 


Messrs CassLETON ELLioTT & Co, Nigeria, an- 
nounce that they have now opened an office in Enugu, 
Eastern Provinces, Nigeria, under the direction of 
Mr Josera Syges CRAWSHAW, A.C.A., who has been 
admitted to partnership in the Enugu ractice with 
effect from October 185, 1955. They ales announce 
that the following have been admitted to partnership 
with effect from October rst, 1955, in the offices of 
the firm shown against their respective names: Mr 
LESLIE CHARLES PARKER, A.C.A. (Lagos); Mr RAYMOND 
| GATWARD, A.S.A.A. (Lagos), and Mr LINDLEY MAURICE 
MURPHY, A.C.A. (Kano). In all cases the name of the 
firm remains unchanged. 


' . Mr R. J. Ввоокв, F.c.a., of Midland Bank Cham- 
‘bers, 1524 Breck Road, Liverpool, 5, announces that, 
гав from November 1st, 1955, he has taken into part- 
“nership Mr E. J. HORTON, A.C.A. The style of the firm 
_will be R. J. Brooxs & Co. 

Messrs GEORGE BowrHoRPE & Co, Chartered 
Accountants, announce that they have removed their 
offices from '8 Stafford Road, Caterham, Surrey, to 
47 Croydon Road, Caterham. Telephone: Caterham 
2323-4. 

, Messrs W. Н. Barnes & Co, Chartered Account- 
ants, of 22 Queen Anne Street, London, Wir, 
announce that Mr N. Н. BARNES, A.C.A., who has 
been with the firm for some years, has been admitted 
into partnership as from October rst, 1955. They also 
announce that as from November rst, 1955, they have 
acquired the practice of Messrs Stuart LUMSDEN, 
‘Son & Co, following the death of Mr Basi S. 
LUMSDEN, F.C.A., and the retirement of Mr STUART 
LUMSDEN, F.C.A. The new practice will be incorpor- 
ated with that of Messrs W. Н. Barnes & Co, in 
Te name it will be carried on at 22 Queen Anne 

treet. 


Messrs Kay, KEEPING & Co, Chartered Account- 
ants, of 51 New Cavendish Street, London, W1, 
! announce that Mr PETER CAMPBELL KAY, B.A., A.C.A., 
га nephew of Mr W. G. Kay, F.C.A., has been admitted 
a partner in the firm. 





Professional Notes 
Mr D. V. House, F.C.A., immediate Past-President 
of the Institute, has accepted the invitation of the 
Minister of Health to serve as a member of the Board 
of Governors of Guy's Hospital. 

Mr D. A. J. Draper, D.F.C., J.P., В.С.А., a partner in 
the firm of B. А. Smith & Son, Chartered Account- 
ants, of Bow Lane, London, EC4, has been elected to 
the Court of Common Council of the City of London 
for the ward of Cordwainer. 

Mr J. Duncan Ferguson, Е.С.А., has been ава ЊЕ 
chairman of Claygate Fireplaces Ltd. 

Mr А. G. Evershed, A.C.A., formerly accounts 
officer of London Transport, has been appointed 
commercial officer. The fares and charges officer and 
the traffic development officer will be responsible to 
him. 

Mr А. Е. Bacon, A.C.A., formerly secretary of 
Blundell, Spence & Co Ltd, has been appointed a 
director of the company and of its subsidiary, 
‘Vulcan Products Ltd. 

Mr В. L. White, A.C.A., has been appointed secre- 
tary of Blundell, Spence & Co Ltd, and of its 
subsidiary companies, Vulcan Products Ltd, John J. 
Bowater Ltd, and Paint Removers Ltd. 


Board of Inland Revenue 
New CHIEF Inspector OF TAXES 


The Board of Inland Revenue has announced that 
Mr E. J. Norman has been appointed Chief Inspector 
of Taxes as from January roth, 1956, in succession 
to Sir Alfred Road, c.n.E., who is retiring from the 
public service. Mr Norman, who is fifty-five, has 
been a member of the Inland Revenue since 1917. 
He was appointed Principal Inspector, Somerset 
House, in 1947, and has been Deputy Chief Inspector 
of Тахез since 1950. 

Sir Alfred Road, who is sixty-four, has been 
Chief Inspector since r952. He joined the Inland 
Revenue in 1910 and after service in the City of 
London District, the Metropolitan area, and also in 
Scotland, he went to. Somerset House in 1939. He 
was awarded the C.B.E. in 1950 and was Knighted in 
the Coronation Honours of 1953. 


In Parliament 
INCOME TAX ASSESSMENTS: SCHEDULE А 
Mr H. Нукр asked the Chancellor of the Exchequer 
what decision has been reached about the effect of 
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new valuation of properties upon their assessment for 
income tax under Schedule A, | 

Mr Henry Brooxe: I would refer the hon. Member 
to the answer I gave to the hon. Member for Sowerby 
(Mr Houghton) on June 3oth. 

Mr Нумр: That answer was indecisive. Is the 
Minister aware that property owners in my division, 
not all of whom, I suspect, are supporters of mine, are 
very concerned about the possible effect of the new 
valuation on income tax assessments? Is he aware of 
the necessity to make some statement to ease their 
minds on this matter? | 

Mr Brooke: I would point out that the new 
valuations have not yet been published and that there 
can be no change in the Schedule A assessments 
without, fresh legislation. Important recommenda- 
tions relating to the matter were made by the Royal 
Commission on the Taxation of Profits and Income 
a few months ago, and these are now under considera- 
tion. 


Hansard, November 3rd, 1955. Oral Answers. Col. 1202. 


The Chartered Accountant Students’. 
И Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on ‘Estate duty 
and the family business’, by Mr Н. D. Bessemer, B.A., 
F.C.4. Chairman: Mr J. E. Talbot, F.c.a. 

Tuesday, 5.30 p.m. ~ Film and demonstration of Hollerith 
accounting machines (limited party). 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) “Taxable income’, by Mr J. Kennedy 
Melling, A.C.A., A.T.L.L, F-R-ECON.S. and (2) "Ihe law of 
agreements and damages’, by Mr A. С: Staples. 


Liverpool Society of Chartered Accountants 
In our announcement last week of the forthcoming 
management accounting course of the Liverpool 
Society of Chartered Accountants, we stated that 
members wishing to attend should write to the 
Society's new secretary, Mr J. F. Allan, r.c.4. We 
are informed, however, that Mr C. C. Taylor, F.C.A., 
formerly secretary of the Society and now hon. 
treasurer, is continuing to deal with the arrangements 
for the course. His address is 468 India Buildings, 
Liverpool, 2. 


Office Appliance and Business 
Equipment Trades' Association 


The annual meeting of the Office Appliance and 
Business Equipment Trades Association was held 
at the Connaught Rooms, London, WC2, on October 
24th, when Mr А. R. Carruthers (Addressograph- 
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Multigraph Ltd) was elected President for the coming 
year and Mr G. L. Mercer (Lamson Paragon Ltd) 
was elected Vice-President. 


Life Assurance Statistics 


The Life Offices’ Association and the Associated 
Scottish Life Offices have issued a new summary of 
statistics entitled British Life Assurance Statistics 
(Ordinary Branch) 1951—54. 

The summary states that the aggregate of new 
sums assured in 1954 was £961 million, consisting 
of two main categories, individual and group. The 
number of individual policies issued during the year 
was 759,000 and the sums assured totalled {£758 
million. This is an increase of nearly {100 million on 
the figure for 1953. Group business also expanded 
during the year and new sums assured undér group 
policies amounted to £203 million, an increase of 
£33 million on the previous year’s figure. 

Referring to staff schemes for provision for 
pensions or life assurance cover while in service, 
the summary shows that at the end of 1954 some 
2,100,000 people were covered for either life assurance 
or pension benefits — the great majority for both. 
The amounts assured totalled {1,225 million 
(£1,000 million in 1953) while future pension rights 
exceeded {260 million per annum (as against £235 
million in 1953). 


SEVENTY-FIVE YEARS AGO 
From The Accountant or NOVEMBER 13TH, 1880 
Extract from leading article entitled 
‘Tae INSTITUTE OF CHARTERED ACCOUNTANTS 


Our last issue contained an illustration of the 
manner in which the Charter of Incorporation granted 
a few months ago, on the petition of a number of 
leading accountants, may be indirectly serviceable to 
commercial interests. A letter, signed ‘Disgusted 
Mercantile Law,” appeared in the Daily News of the 
3rd inst., giving certain figures as to the realisation of 
a particular estate, which, assuming their correctness, , 
indicated, prima facie, a case of abuse of powers. 
Upon this the Secretary of the Chartered Institute 
wrote to the Editor, pointing out that by the terms of 
the Charter, the Council Бад full power to investigate: 
and punish in the case of malpractices on the part of 
any Chartered Accountant, and asking to be furnished 
with names and particulars, in order to ascertain 
whether or not the alleged offender was within the 
jurisdiction of the Institute. The knowledge of this 
indirect advantage, derived by the public from the 
granting of the Charter, cannot be too widely known. 
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. VIGILANCE 


. ‘VERY accountant in practice has many reasons for hoping 
Ez he will never be the unsuccessful defendant in an 

action for professional negligence. These range from the 
harm which would be caused to the profession as a whole if he, 
as one of its members, were to transgress the law, to the damage 
which would be done to his relations with his clients and 
with his own staff. The surest safeguard against such an 
undesirable eventuality is the exercise of 'eternal vigilance' 
and the necessary arrangements to keep this constant watch 
must be meticulously planned and continually revised to suit 
changing circumstances. | 

In the first place, each practitioner must keep his own standard 
of professional knowledge undeviatingly high. The examination 
papers of the professional bodies are àn excellent yard-stick 
for this purpose. There are at least two good reasons why 
members in practice should continue to study these even 
after they have qualified. One is that the questions posed therein 
epitomize the current knowledge expected of an accountant. 
The other is that principals are in a much better position to 
help their pupils if they themselves retain familiarity with the 
style and form of both papers and questions.. 

Secondly, as each practitioner has – in greater or Бе oe 
to delegate responsibility to his staff, he must satisfy himself that 
those in whom he places his trust have a clear appreciation of the 
significance of the work which they undertake. Accordingly, he 
must ensure that his articled clerks are making good progress in 
their theoretical studies and that, in their practical work іп. the 
office, they are aided by the existence of fully-documented files 
and definitive audit programmes. With regard to the more senior 
members of his staff, he should insist that with them as with 
himself, the advancement of learning does not stop at the Final 
examination, but is a continuing process. 


‘Finally, to: cultivate and maintain a state of constant awareness, 
the accountant in practice must also supplement his own know- 
ledge and experience with the distillation of those of others as 
recorded in lectures, .articles and reported law cases. Happily, 
the number of actions alleging’ professional . ‘negligence . by 
accountants is small, but those which do arise from time to time 
should be carefully noted. For this reason,.we recommend the 
article by Mr R. BUCHANAN-DUNLOP, elsewhere in this issue, 
drawing attention to a number of American and Canadian cases 


; not, generally known in this country and comparing their m 





“With those, of similar actions decided’ in British Coürts. , КА 
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FINANCE BILL-II 


Split Accounting Periods 
LTHOUGH an accounting period which 
Д November ist, 1955, is to be 
split into two chargeable accounting 
periods, this is not to affect the operation of the 
following enactments: 

(a) Finance Act, 1941, Sections 39 (1), 43 (ap- 
plication of the income tax principles for the 
tax year in which the divided period ends); 

(5) Finance Act, 1947, Section 31 (2) (3) 
(exemption or relief in respect of surtax 
direction – to apply only if it would apply 
to the divided period as a whole); 

(c) Finance Act, 1947, Section 39 (1) (2) 
(relief for ordinary residence abroad —to 
apply only when the company is so resident 
throughout the divided period); 

(d) Income Tax Act, 1952, Sixteenth Schedule, 
paragraph 3, and Seventeenth Schedule, 
Part II, paragraph 1 (the requirement as to 
residence, for double tax relief purposes, to 
be satisfied for the whole of the divided 
period). 

These modifications, which are similar to those 
imposed on previous occasions when the rate. of 
tax has been changed, are contained in para- 
graph 3 of the Second Schedule to the Bill. 


Increased Pre-November 1955 Dividends 


When the rate of tax on distributed profits is 
increased, there is, of course, a temptation to step 
up dividends for the period before the increase. 
Paragraph 4 of the Second Schedule contains the 
usual provisions designed to circumvent such a 
device. Subject to the necessary change in dates, 
paragraph 4 consists of a verbatim reproduction 
of paragraph 2 of the Sixth Schedule to the Finance 
Act, 1951, with, however, a significant change in 
sub-paragraph (4). The anti-avoidance provisions 
operate by determining a ‘governing total’ divi- 
dend for the accounting period preceding the 
final pre-increase period, and by directing that 
the excess dividends ascribable to that final pre- 
increase period (over the governing total) are to 
be treated. as distributions of а post-increase 
period. What the earlier legislation did not 
effectively circumvent was the declaration of 
additional dividends so as to increase the govern- 


ing total. This flaw in the legislation was pointed 
out in a text-book several years ago, but it is 
only in the present Bill that a form of words 
has been adopted which, by departing from the 
traditional wording in the predecessors to sub- 
paragraph (4), effectively prevents an artificial 
increase in the governing total. 


Clause 3: Underwriters’ Reserve Funds 
Clause 3 alters the special arrangements in 
favour of Lloyd’s and certain other underwriters. 
These were first introduced in 1949, when under- 
writers were allowed to enter into arrangements 
under which payments which they made into 
special reserve funds could be treated as net 
annual payments for income tax and surtax pur-. 
poses. The amount of the payments for а twelve- 
month period, grossed-up at the standard rate, 
was not to exceed {£1,500 or one-quarter of the 
profit, whichever was the less. When the legis- 
lation was consolidated, the limits of £1,500 and 
35 per cent appeared in paragraph 6 (1) of the 
Twenty-first Schedule to the Income Tax Act, 
1952. 

When a loss occurs, payment may be made 
out of the fund to make good the loss. This pay- 
ment is arrived at by deducting tax at the standard 
rate from an amount equal to the loss, and the 
payment is deemed to be an ‘annual payment’ of 
a gross amount equal to the loss. Accordingly, the 
underwriter becomes chargeable to surtax on it. 


. On the other hand the loss is deductible under | 
- Section 341 of the Income Tax Act, 1952. 


Underwriters adopting the scheme became 
chargeable to profits tax, with the right to deduct. 
a minimum of £2,500 in respect of their own 
remuneration, or 15 per cent of the profit, up to 
a maximum deduction of £15,000. Gross relevant 
distributions were to be computed on a special 
basis; the franked investment income was to be 
added to the profit before abatement, and there 
was to be deducted the profits tax payable and 
the gross equivalent of the payment into the 
special reserve fund. In 1952 the arrangement 
was altered by increasing the maximum gross 
payment into the re8erve fund to £5,000, or 
35 per cent of the profit, whichever was the less. 


-This' was effected by Section 67 (1) of the 
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Finance Act, 1952. Clause 3 (1) of the Finance 
Bill now further increases the maxima to £7,000, 
or 50 per cent of the profit, and subject to the 
difference in the figures, is in precisely the same 
terms as Section 67 (1) of the 1952 Finance Act. 
The increase is not to operate for any under- 
| writing year corresponding to a year of assessment 
‘earlier than 1955-56. 

In the debate on the second reading of the Bill, 
the FINANCIAL SECRETARY TO THE TREASURY said 
that British underwriters had suffered heavy liabili- 
ties recently owing to having accepted insurance 
‘against hurricane damage in the United States. 

The CHANCELLOR had become aware that 
Lloyd's underwriters were realizing that they 
would be forced to restrict their commitments in 
America unless they could find some means of 
“increasing their covering reserves. As in the long 
run the business is profitable and earns dollars, it 
Was decided to increase the relief from surtax 
which the existing arrangement gave. Up to 1952, 
the underwriter was allowed to deduct his profits 
tax in arriving at his total income for surtax. Аз 
from 1952 he has been allowed to gross-up the 
profits tax at the standard rate before deducting 
it from his total income. Accordingly, the under- 
writer is not likely to suffer very much from the 
increase in the profits tax rate. 

; It has always been part of the scheme that if 
an underwriter goes out of business, otherwise 
than by dying, the payments made out of the 
special reserve fund are grossed up and charged 
upon him for surtax for the year in which he goes 
out of business (Income Тах Act, 1952, Twenty- 
first Schedule, paragraph 9 (3)). Where an under- 


writer dies without having gone out of business, . 


his personal representatives escape this liability. 
However, it is not intended that this immunity 


from surtax should extend to the new increases 


now provided in clause 3 (1). Sub-clauses (2) to 
(4) of clause 3 are directed to ensuring that 
where the underwriter dies in harness, surtax is 
assessed on the increases provided by clause 3 (1). 

Clause 3 (2) is expressed, somewhat ambigu- 
ously, to apply ‘where an underwriter dies while 
carrying on his business’. The other condition 
precedent to the operation of the sub-clause is 
that his special reserve fund, after giving effect 
to the provisions for dedling with withdrawals to 
meet losses, includes an amount which represents 
an excess in the payments made into the fund for 
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any underwriting year over the permitted limit 
as in force apart from clause 3 (1). That is, the 
limit to be taken is the old limit. 'T'his excess is 
to be deemed to have been paid out to the 
underwriter in the year of assessment correspond- 
ing to the underwriting year in question, i.e. in 
the assessment year for which the underwriting 
year would form the basis period on the ordinary 
preceding year's basis (Income Tax Act, 1952, 
Twenty-first Schedule, paragraph 13 (2)) The 
excess is to be grossed up at the standard rate in 
force for that year and is to be deemed for all 
income tax purposes to be an annual payment 
received in that year. It follows that the personal 
representatives can be assessed to surtax in 
respect of the gross figure. Clause 3 (4) provides 
expressly for assessment to tax on the personal 
representatives and abrogates the time limits for 
making assessments. 

It will be seen that not only is the imposition 
made by clause 3 (2) confined to the proposed 
increase in allowances; it is to be spread over the 
several assessment years concerned. As stated, 
the excesses to be assessed are to be arrived at 
after giving effect to the provisions (in para- 
graph 7 of the Twenty-first Schedule) for the 
treatment of sums withdrawn from the special 


‘reserve to meet losses. For the purpose of allocat- 


ing such sums among the payments made into 
the fund for an individual underwriting year, 
clause 3 (3) lays down arbitrary rules. It directs 
that each withdrawal shall be regarded – 


'(a) as having been met out of payments into the 
fund or funds for underwriting years before 
that in which the loss was incurred, and as 
having been met before any withdrawal to 
meet a loss for a later underwriting year; and ` 

7 (D) as having been met out of so much of the pay- 
ments made for any underwriting year (includ- 
ing a year corresponding to a year of assess- 
ment earlier than 1955-56) as was not in excess 
of the limit permitted by sub-paragraph (1) of 
paragraph 6 of the said schedule, as in force | 
apart from subsection (1) of this section, rather 
than out of such part of the payments made for 
any underwriting year corresponding to a year 
of assessment after 1954-55 as was in excess of 
the said limit; and 

(c) subject to that, as having been met out af pay- 
ments in excess of the said limit for a later 
year, rather than out of payments in excess-of 
the said limit for an earlier year, . . .' 

Sub-clause (3) goes on to provide that where pay- 
ments have been made into the fund in excess of 
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the old limit (which must necessarily ђе payments 
under clause 3. (х)) the fund is to be deemed 
at all subsequent times to include an amount 
representing that excess, except to the extent 
that any withdrawal is to be regarded ~ pursuant 
to sub-clause (3) – as having been met out of it. 

Sub-clause (5) of clause 3 is a definition sub- 
clause. The first part of it re-enacts, word for 
word, Section 67 (4) of the Finance Act, 1952, 
to the effect that expressions used in the clause 
are to have the meaning (if any) assigned to them 
by the Twenty-first Schedule. The sub-clause 
also provides that references in the clause to 
payments made into a fund 'for' a particular 
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underwriting year are references to payments 
made by reference to profits made for that under- 
writing year, as described in paragraph 6 (1). of 
the schedule. The payment may, of course, be 
made long after the underwriting year, since 
the profits cannot be computed, as a rule, until 
the lapse of two years after the underwriting year. 


The Bill in Parliament | 


The Bill was debated on the second reading on 


November 8th, when our leading article on the 
Budget was the subject of quotation. The Com- 
mittee stage was begun on Tuesday. 

(To be continued.) 


THE DUTY AND LIABILITY OF AN AUDITOR 


by R. BUCHANAN-DUNLOP 


company law paper for the Final of one of 

the professional examinations (not, it should 
be said, for accountants) as to what are the legal 
duties of the auditor of a company. As could be 
expected most of the answers contained the 
statement by Lopez, L.J., that an auditor is a 
watch-dog not a bloodhound; what was surprising 
was how many of the answers contained variations 
of this very lucid analogy which showed how little 
many of the students had appreciated its sense. 
One of the answers said that an auditor was a 


I ONCE had occasion to ask a question in the 


bulldog not a blooddog, another that he was a. 


sheepdog and not a wolfhound, and a third said 
simply that he was a dog not a hound. 

The Canadian Courts, following the English 
decisions, have taken the analogy still further, 
for in International Laboratories v. Dewar! the 
judge said: 

‘As I understand it, the useful work of a watch- 
dog is based on the fact that he is expected, 
. particularly if he be in the dark, to raise an alarm 
whenever he sees or hears.anything unusual, and, 
if a possible marauder appears to be approaching, 
to continue ‘his combined protests and threats 
_ With two objects in view: (г) that the cause of the 
fancied threat may be withdrawn; and (2) that his 
master may be aroused to his danger; and only 
when one of these objects has been accomplished 
. will he be considered to have discharged the duties 
of the position which he assumed. | 
‘He will not have performed the -functions of 
his office if, after one howl, he retreats "under the 


1 [1933] r D.L.R. 34; and вео Re С. Natesau ([1949] ALR. 
(Mea) 657). "uU 


barn", or if he confines his protest to a fellow 

watch-dog.' 

In that case the question at issue was whether 
the auditors were liable for the defalcations of the 
company's book-keeper because, it was claimed, 
if they had not conducted their audit in a loose 
manner the book-keeper would have been 
apprehensive that their method of audit would be 
likely to have detected his manipulations of the 
books. 

The case was particularly hard on the auditore 
for, following complaints by the manager that 
the cost of auditing was too high, they had 
agreed to accept less for an audit limited in scope. 
Fortunately, the Court of Appeal in Manitoba 
followed the New York decision of Craig о 
Zinyon?, considered below, and reduced the 
damages awarded by the judge of first instance. 


Office not always an Easy One 
The office of auditor is ‘not always an easy one 
to fill, for although in theory he is appointed 
by the shareholders to look after their interests, 
in practice his appointment is often controlled by 
the board. In the result, if the directors are unco- 
operative and resent his probing into their affairs 
he may be tempted to accept their word for 
matters which he should check. There is danger 
in this. Thus, in another Canadian case McBrides’ 
Ltd v. Rook.and Thomas’, the company again 
claimed: that the auditors had been negligent, 
careless and unskilful in the performance of their 


2 [1925] 208 N.Y.S. 259. у 3: 280 
* [1941.4 РАДНА 45.5, yy att M ssa aA ant 
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duties in not discovering irregularities, and the 
Court, relying on the English authorities, said 
that although the auditor is not required to suspect 
dishonesty on the part of any employee, and 
although he is not engaged to carry on the duties 
of a detective, yet he should enter upon his 
duties leading up to verification of books and 
records in the attitude of not taking for granted 
„anything that he himself can ascertain or con- 
firm through books and records. 

In other words, instead of taking the verbal 

statement of some employee as to what is being 
recorded in some book or record, he should 
peruse them and get his knowledge first hand. 
То some extent, therefore, an auditor may have 
to make a nuisance of himself. 
' In McBrides case the Court went on to say that 
apart from his legal duties the duty of an auditor 
on commencing his duties with any client is to 
familiarize himself with the system of book- 
keeping conducted by his client. The auditor 
should ascertain in his examination of the book- 
keeping system whether it operates as an internal 
check, whether it is intended so to operate, and, if 
it is so intended to operate as.an internal check, 
the extent and thoroughness of such check. The 
auditor having ascertained where the internal 
check, if any, ends, should begin his audit from 
that point on. 

In determining whether the auditor has ful- 
filled his duties it is in every case necessary to 
ask whether he has exercised reasonable care 
and skill in certifying the accounts. What is 
reasonable care and skill in any case must, 
as Lindley, L.J., said in Re London & General 
Bank’, depend upon the circumstances of that 


case, and where there is nothing to excite. 


suspicion very little inquiry will be reasonably 
sufficient. Where suspicion is aroused more care 
is necessary, but even then the auditor is perfectly 
justified in acting upon the opinion of an expert 
where special knowledge is required. 

The same judge in a later case? said it is not 
sufficient to say that frauds must have been 
detected if the entries in the books had been put 
together in a way which never occurred to any- 
one before suspicion was aroused. The question 
being whether, no suspicion of anything wrong 
being entertained, there was a want of reasonable 
care on the part of the auditors in relying on the 
returns made by a competent and trusted expert 
relating to matters on which information from 
‘such a person was essential, 


1 [1895] 2 Ch. 673. VER OD 
а Re Kingston Cotton Mill Co (No. a) ([1896]. laico T 
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“As was pointed out in this later case, the 
auditor’s attitude of mind should be different 
towards an employee: who has no apparent 
conflict between his interest and his duty than. 
that towards a person such as a cashier who has to 
account for the cash that he receives. 


Question of Damages 

If the auditors are.held to have failed in their 
duty the question arises as to the measure of 
damages. If a company suffers damage by reason 
of the fact that the balance sheet does not show 
its true position, the onus is on the auditors to. 
show that it was not due to their default’; but 
the company must show damage and if the Court 
is not satisfied that the shareholders would have 
taken ‘action to obtain restitution if the balance 
sheet had disclosed the truth, the auditors will 
escape liability. 

Ла London Oil . Storage Co Ltd о. Seear, 
& Со“, Lord Alverstone, C.J., said that you 
must not put upon the auditor the loss by 
reason of theft occurring afterwards or before 
but you must put upon him such damage as you 
consider was really caused by his not having 
fulfilled his duty as auditor of the company. 
The question is, what is this damage? The 
Canadian Court of Appeal in Dewars case 
followed the New York decision of Craig v. 
Anyon®, which in turn purported to follow the 
English decisions, and it held that whilst the 
auditors were negligent it was the negligence of 
the company itself which caused the large sum 
to be lost. 

In Craig v. Anyon®, the damages claimed were 
substantial, being a sum of more than a million 
dollars. In that case the auditors had relied on 
the honesty of one Moore, who was the manager 
of the plaintiff firm. The majority of the Court 
said that Moore's various duties and powers put 
him in a position to keep records and papers, 
or cause them to be kept, so as to deceive the 
accountants, who relied оп him. If it was 
assumed that they should not have. done so, it 
was, nevertheless, true that the plaintiffs also 
relied upon them to an extent beyond all reason 
in view of all the circumstances. They were 
guilty of the same kind of negligence of which 
they now complained. 

Ít might be true that a proper accounting 
would have put the plaintiffs on guard with 


, Republic of Bolivia аи Syndicate Ltd ЈЕ 1 Ch. 
139). . 

4 [reed] unreported.. 
* Supra. 
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réference’ to Moore's wrongdoing, but it was 
also true that if the plaintiffs had attended to 
their business and had looked up the customer's 
account when payments were being made to 
him, the dishonesty of Moore would have been 


discovered. There is no doubt, the Court said: 


in this case, that the plaintiffs could have pre- 
vented the loss by the exercise of reasonable 
care and that they should not have relied ex- 
clusively on the accountants. We, it continued, 
think that the damages cannot be said to flow 
naturally and directly from the defendants’ 
negligence or breach of contract. 

There was a dissenting judgment in the Court 
which said that the contract of audit was not one 
merely to discover if inadvertent clerical errors 
had been made in the book-keeping but was one 
of protection of the plaintiffs! firm from their 
own failure to find any error in their books of 
account. This contract the defendants failed to 
perform. Admitting the neglect of the plaintiffs 
to discover the embezzlement through an exam- 
ination of the books on their own part, the 


defendants’ work in pursuance of the contract, 


owing to the manner in which it was performed, 
failed to save the plaintiffs from the consequences 
of such failure and neglect which was the very 
subject of the contract. 

If this decision were to be followed in this 
country it would seem that auditors might some- 
times be able to avoid substantial liability for 
their negligence. In McBrides’ case? the Court 
in Saskatchewan does not appear to have con- 
sidered Dewar’s case ог Стар v. Anyon. There 
the Court said that in most of the cases of 
negligence of omission involving auditors there 
appears to be great difficulty in determining the 
auditors’ liability, but, it said, under all the 


authoritative decisions since Hadley v. Baxendale®, - 


with the numerous qualifications of the rule in 
that case, it seems to be clear that liability for 
negligence follows closely on the principle 
stated in that decision. Following that principle 
the Court held that the natural consequences 
of the auditors’ breach of duty was the full loss to 
the company as a result of the employee’s 
defalcations. The Court did, however, add that 
when auditors are called upon to make good 
damages resulting from their negligence they 
should not at the same time be asked to return 
the remuneration they have received for their 
work. 


1 Supra. See also Canadian Woodmen of the World v. 
Hooper ([1933] 1 D.L.R. 168; [3935] 2 D.L.R. 802). 


* (1854) 9 Ex. 341. 
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Whatever their liability may be, it is clear that 
if any auditors allow the directors of a company 
to control their audit, they lay themselves open 
to grave risk as also does an auditor who ‘retreats 
under the barn’. 


Liability to Third Parties 

These cases were concerned with the auditors’ 
liability to the company itself; a further question · 
arises as to the liability of accountants to third 
parties who have invested on the faith of accounts 
negligently prepared by them. In such cases the 
English Court of Appeal has held in Candler 9. 
Crane Christmas & Соз, that even though the 
accountants knew that the accounts would be 
relied on by third parties they could not be liable 
for mere negligence without fraud as there was no 
contractual relationship and they did not owe a 
duty of care to such third parties. 

Denning, L.J., in a dissenting judgment would 
have distinguished the earlier case of Le Lievre 
v. Gould*, which established this principle. 
Cohen, L.J., in his judgment dwelt at length on 
the judgment of the New York Court in 
Ultramares Corporation wv. Touche®, which 
considered and followed the English authorities, 
and in which Cardozo, C.J., said: 

‘Our holding does not emancipate accountants 
from the consequences of fraud. It does not relieve 
them if their audit has been so negligent as to 
justify a finding that they had no genuine belief 
in its adequacy, for this again (following Derry 9. 
Peek®) is fraud. It does no more than say that 
if less than this is proved, if there has been neither 
reckless misstatement nor insincere profession of 
an opinion, but only honest blunder, the ensuing 
liability is one that is bounded by the contract, 
and is to be enforced between the parties by whom 
the contract is made.’ 


This principle has again been attacked in the . 
New York Court of Appeal in the recent case of 
C.I.T. Financial Corporation v. P. W. R. Glover’, 
where that Court followed the earlier decision in 
Ultramares Corporation v. Touche’, and held 
that the accountants were not liable. Tt is quite 
clear that this is the correct decision, for if 
accountants and other persons fulfilling con- 
tracts with persons were liable to damages to 
third parties for mere negligence their position 
would be quite intolerable. 


з [1951] 2 K.B. 164. 
* [1893] 1 Q.B. 491. ` 


5 [2931] 255 N.Y. Rep. 170; 174 North Eastern Rep. 441. 


* та App. Сав. 369. 
7 See Journal of Accountancy, October 1955. 
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(CASE I)-II- 


THE APPROACH TO DIFFICULT PROBLEMS 


by W. A. PURDIE 
Senior Principal Inspector of Taxes 


is and what ‘renewal’ is, our next step is to go 
.to the Act, and when we are dealing with 
Case I of Schedule D, our section, of course, is 
Section 137, which says that ‘no sum shall be de- 
ducted etc.’ – you know it very well. So now you have 
to select any of the subsections which relate to repairs 
and renewals. | | 
The first one, which is sometimes overlooked, 
is subsection (а): . 

‘No sum shall be deducted in respect of any 
disbursements or expenses not being money wholly 
and exclusively laid out or expended for the purpose 
of the trade, profession or vocation.’ : 


Не found out just exactly what ‘repair’ 


In other words, a repair may be charged in an account 
but it may be in respect of some property let and not . 
used for business. purposes, in which case it is not 
allowable. 
In subsection (4), 
‘any sum expended for repairs of premises occupied 
. .. for purposes of the trade, profession or vocation 
beyond the sum actually expended for those pur- 
poses’. 
Not, you will observe, 
actually expended. 


(f) ‘any capital withdrawn from or any sum employed 
or intended to be employed as capital in such trade, 
profession or vocation’. 


That is capital они whether on repairs or 


notional repairs, but 


(g) ‘any capital employed in improvements of 
premises occupied for the purposes of the trade, 
profession or vocation’. 


That, then, is the Act. 


The Entirety Principle 


Now the cases. There are a number of cases on this 
question of ‘entirety’ but I want to select only three 
because they illustrate what I want to show. 

The first one was decided in 1932, which was о 
ninety years after the 1842 Act. Yes, we were a long 
time coming to this conception of entirety; and we 
arrived at it because somebody considered this basic 
question of what is a repair. You will probably . 


The second and concluding art of a lecture delivered on 
September азпа, 1955, at University College, Oxford, 
during the residential course о Ch Accountant 
Students’ „Society of London, Mr NW. e Wells, 
Сва трап ofhi 


ош ве presided m." 


ECA, 


ETEEN 


remember O'Grady v. Bullcroft Main Collieries Ltd. 
A colliery company replaced a chimney which had 
become unsafe; replaced it by another chimney erected 
on an adjacent site. It was admitted that there was 
some improvement value. In other words, the 
accountant said, ‘the total cost was so much ~ I agree ` 
that a certain proportion of it is an improvement and, 
therefore, disallowable under subsection (g), but I 
claim the remainder as allowable’. But the Court said 
‘No’. This is a replacement, a renewal of an entirety 
and, therefore, the whole must be disallowed as 
capital expenditure. 

I am not going to read to you that judgment, 


` but I suggest that you look to see what Mr Justice 


Rowlatt said; he was talking all the time about the 
physical circumstances; he was not talking about 
money at all. He was talking about what happened in 
the physical sense, which illustrates аи what 
I suggested to you earlier. 

Then there was a later case, Samuel Fones & Co 
(Devondale) Lid, which you will also know pretty 
well. There again, there was a replacement of a factory 
chimney. But in this case the Court of Session in 
Scotland held that the cost was allowable. And it is 
interesting, therefore, to see how this difference 
arose. What was the difference in the physical circum- 
stances? 

Well, it is quite clear from the ‘case stated’ in each 
case. On the one hand you had a chimney which was 
separate from the main works, joined to it by flues. 
Here was a chimney; you could look at it and you 
could say, ‘There it is, standing on its own founda- 
tions, a thing apart’. But in Samuel ones (Devondale), 
it formed part of the structure; this chimney went 
up through the factory and as was stated in the case, if 
you saw it from inside the factory it simply looked 
like a pillar. There you see we have two cases, one 
distinguished from the other in a material particular. 
We have the replacement in each case of a chimney. 
We have the replacement in still another. case, the 
Lowestoft Water & Gas Co, of a reservoir. Now, ‘each 
of these three was a separate entity; the fact that one 
was a chimney and one was a reservoir is not a material 
distinction. But the fact that one chimney was separ- 
ate from, and the other chimney was part of, the struc- 
ture of the factory ів a material distinction. That 
is.a clear illustration of what I mean by what is.a 
material distinction. 

We have seen that when we’have a line of cases we 
look if possible for one which sums up the law on the 
subject. In this line of cases we haven’t anything exactly 
“like that; Dut there їв orie wliicli comes. very ‘near to it, 


576 Й 


and that is Phillips v. Whieldon Sanitary Potteries 
Lid, in which Mr Justice Donovan. refers to the 
Bullcroft Main and the Samuel Fones cases and recon- 
ciles them. And here I think it might be advisable 
to read one or two passages. 

In that case there was a barrier to keep the waters 
of a canal away from a factory. The old barrier had 
subsided and crumbled and its replacement was 
absolutely necessary and was in fact carried out. Mr 
Justice Donovan said: . 

‘In my judgment, the “premises” for the purpose 

of Rule 3 (d) (that is now Section 137 (d)) may 
' sometimes be the whole of the trader's business 
premises, and may sometimes be a specific building 
forming part of those premises. Thus, if a factory 
"window were blown out and had to be repaired, it 
would be obviously wrong to argue that as the en- 

tiretv of the window had been restored it was not a 

repair to the premises. In such a case the “premises” 

would be the entire factory, in relation to which the 
window would be a repair and nothing else. But, 
if for example a retort house in a gas works were 
destroyed and had to be rebuilt, one would hardly 


call that a repair to the gas works. The size of the’ 


retort house would compel one to regard that as the 
premises for the purposes of Rule 3 (d); and since it 
has been replaced in full it could not be said to have 
been repaired. А 

“These examples illustrate what I think is th 
truth — that there is no one line of approach to the 
problem which is exclusively correct. In some cases 
it would be right to regard the premises as the entire 
factory; in others, some part of the factory. Which- 
ever alternative is the right one to adopt will depend 
upon the facts of the particular case. Mr Justice 
Rowlatt took the view in the O’Grady case that he 
must regard the chimney itself as the premises, or as 
he described it, the entirety, and І would respectfully 
agree with him. 

“The Court of Session took the view in the case of 
Jones Ltd that the whole factory must be regarded as 
the premises. The difference thus exhibited is not a 
difference of law, but of the right conclusion of fact 
to be drawn in the particular circumstances, The 
Lord President indicates as much by what he says 
concerning the late Lord Finlay's judgment in 
Margrett v. Lowestoft Water and Gas Co. Accord- 
ingly, the decision in the case of Samuel Jones Lid 
does not, as I see it, constrain me or indeed any other 
tribunal to come to a like decision on similar facts, 
any more than the decision of Mr Justice Rowlatt 
in the O'Grady case constrained the Court of Session 
to adopt the same view as he did about the relative 
'importance of a factory chimney.' 


And at the, very end, he says: 
< am of the opinion that this is a clear case of 


capital expenditure. I reach this conclusion taking - 


into account the extent of the work, the permanent 
nature of the new barrier, the enduring advantage 
it confers upon preserving part of the fixed capital of 
the business, and the contention of the company 
that it was essential to enable the trade to be carried 
on. It is irrelevant in my view in the present case to 
consider whether the new barrier in point of size or 
effectiveness is or is not an improvement on the old, 
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and there is no finding upon the point. There can 
be cases where the work done may result in no im- 
provement, but merely reinstatement, and yet be 
work involving capital expenditure on account of its 
size and importance.’ 


Now, these cases which we have considered give 
us three guides on what is capital expenditure in 
relation to this entirety question. I have not troubled 
you, as I say, with the full judgments but we can 


select from them the three criteria, any one of which , 


may give the expenditure the character of capital. 
The first from the Samuel Jones case, is that the struc- 
ture is 'physically, commercially and functionally 
separable’. The second, from Whteldon Potteries, is 
that ‘the size and importance in relation to the factory 
as a whole might make it capital expenditure’. And 
the third, from Lurcott, is that it is ‘substantially 
the whole of the subject-matter under discussion’. 


- 


Application of the Principle 


.. We now come to paragraph (a) in the example: 


‘In the yard behind the petrol station there are 
twelve garages of which ten are lock-ups which are 
let to customers. One is occupied by the company's 
trade van and one by its breakdown truck. The 
repairs to the lock-ups comprised pointing the 
brickwork, sundry roof repairs and painting the 
doors and gutters. The company contemplated 
buying a larger breakdown truck. It was inconvenient 
to increase the floor space of the garages and 
80, to accommodate the new truck, the company re- 
built the pair from ground level. 'T'he only alterations 
or improvements were the raising of the roof by one 
foot, the doing away with the dividing wall and the 

. provision of double sliding doors. The old materials 
were used where possible. The total cost was £535. 
The architect has estimated that reinstatement in 

. exactly the same form as the original would have cost 
£480. We have, therefore, added back £55.’ 


Ап admirably clear statement — if it is a full state- 
ment. At first sight this appears to be simply a 
matter for negotiation as to whether {55 із a reason- 
able amount to add back, and no one would quarrel 
with that. That would be the end of it. 

But in point of fact the layout of the garages in this 
case was important. According to the Inspector's 
observation the ten lock-ups ran along the back of the 
workshop and had a party wall with it. But the two 
garages were built on another site at the other end of 
the garage yard. If Messrs X., Y., Z. had looked at 
the place, had made full inquiry- as to the situation 
and character of these garages, that is what they would 
have found. On that evidence the Inspector would say, 
‘It appears that these garages form an entirety’ and if 
that is the question put to you it is a question in our 
first category; the answer is either ‘Yes’ or ‘No’. 
And so we must apply our tests. It is, I suggest, 
physically, commercially and functionally separable. 
You may disagree. You may also say that the founda- 
tions remained and, therefore, it is not substantially 
the whole of the subject-matter under discussion. 
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That may be a tenable view – І am not here to 
advise you on that. But that is the sort of thing that 
you will have to consider in these arguments. You have 
110 consider, first of all, whether it is an entirety; 
„ог whether it appears to be an entirety; and if at first 
‘sight it appears to be; then your business is to make up 
‘your mind as to whether this can be distinguished 
from, shall we say, the Bullcroft Main case. 

Or a second idea might occur to you. The account- 
ants say that there were only small alterations and 
improvements and all old materials were used where 
possible; now, does not that constitute what one might 
call a notional repair — that is to say, although perhaps 
it was not exactly a repair, was it not something like 
a repair? Well, you will search the decided cases to 
see whether that matters. In point of fact it does; there 
is a complete answer to it in William P. Lawrie v. 
C.I.R. Тће money was not 'actually expended' on 
repairs. You know that case, I am sure, but I am 
mentioning it just to illustrate how you must look 
round the problem before you come to a final opinion. 


| Improvements 
1 à 
The second note is this: 


The wall fronting King’s Road showed signs of 
bulging. It was, therefore, decided to replace it. At the 
same time, in order to bring the workshop into first- 
class repair the old timber, slate and pantile roof 
supported by brickwork was replaced by steel and 
. corrugated asbestos sheeting supported by steel 

columns and was extended to cover part of the adjoin- 
‘ing yard. The cost of extending the roof was £270, 
‘which amount we have added back. 


; On investigation we find the facts are fully stated, 
and it is, therefore, simply a matter for negotiation. 
(In practice the figures quoted would be regarded as 
too small to justify close consideration but I am 
dealing with general principles.) 

. "The only task before you, by the way of preparation 
~ because the principle is quite clear – is collection of 
evidence. And there you want drawings and specifica- 
tions; you want an analysis of the expenditure by the 
architect or by the contractor; every original docu- 
j Ment on that subject, and then you have to examine 
that evidence to find out exactly what the improve- 
, ment is. It may be functional improvement; it may be 
improvement in durability. The fact that the materials 


used are more expensive than those originally used is. 


not necessarily conclusive. It is the improvement in 
the asset that has to be considered. 

Section 137 (g) has to be strictly applied, but one 
has to distinguish between improvements and trivial 
alterations which are only incidental in a scheme of 
repairs. It is all a question of degree and of functional 
improvement and that sort of thing. 


Repairs on Leased Premises 


We move now to the third and by far the most difficult 
and controversial question. 


H 
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This relates to the showroom at 48 High Street, 
which the company took over during the year under 
a lease for ten years. The premises had been empty 
for three months following the discovery, when the 
previous tenant left, that the roof beams were riddled 
with wood-worm. The repairs consisted of reinstate- 
ment in the same form of the damaged woodwork, 
making good defects in the walls and redecorating 
the first-floor rooms. In consideration of this the land- 
lord accepted a lease rent of £265 a year in lieu of 
£350 as charged to the previous tenant. We claim all 
this expenditure as allowable. 


On what grounds is that expenditure claimed as 
allowable? Apparently on the grounds that there was 
no improvement to the premises occupied. But we 
saw in Section 137 that under subsection (а) the 
expenditure to be allowable has to be laid out 
or expended for the purposes of the trade. Now, has 
this been so laid out? If we examine this short 
paragraph we find there are three rather special 
circumstances. And they are special circumstances 
that may trouble you a lot when you go into 
practice- at least one of them із – unless they 
are in the meantime dealt with by the Courts. 
The first is that the property is not owned by the 
trader. The second is that the landlord has given a 
rent remission in consideration of expenditure on 
repairs by the trader. And the third is that the property 
is newly leased. 

Here we have three questions of law, and we have 
to consider to what extent any one or all of these 
circumstances are relevant. This is a most controver- 
sial field, and as I say, I am not even going to indicate 
my view of the answers. 

Now, take the first one – the property is not owned 
by the trader. He has certainly expended his money, 
shall we say, out of consideration for his trade. 
He has not acquired any enduring asset; that is one 
of the tests of capital expenditure, but you will find 
if you look in your reference books that there аге 
pages of other tests. Anyway, he has acquired no 
enduring asset, but there was a dictum in the case of 
Boyce v. Whitwick Colliery Co Ltd, that 

‘a taxpayer can make a capital expenditure upon the 

: land of a third party; it is, none the less, a capital 

expenditure, even if it is upon the land of a igne 

party and not upon his own land’. 
I have not yet said that this is capital socii. but 
I just want you to keep in the back of your minds until 
we come to a later case that a taxpayer may expend 
capital expenditure on somebody else's property. 

Now, the rémission of rent. We said earlier that 
we must see exactly what is the nature in law of the 
basic facts.. Well, дпе of the basic facts here is that 
the taxpayer has undertaken two expenditures – (1) 
on repairs, (2) on rent. The rent is governed by a 
lease and we are told in a number of cases, particularly 
Union Cold Storage Co Ltd v. Adamson, that the 
effect of the lease has to be decided upon the tenor 
of the document as it stands. Unless you can 
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show that the lease is a simulacrum, then it determines 
the rent. 

There are several other cases tending the same 
way, therefore we say that the repairs cannot be 
charged as rent; we cannot spread the expenditure 
and say it is in lieu of rent and, therefore, we will 
charge it as rent. So we have got it still in the air – we 
do not know whether it is capital expenditure or not, 
but we do know it is not rent. 


The Law Shipping Co Case 


Consequently we have to go to our third line of 
cases and that is where we come to the famous 
– I would almost -say notorious — Law Shipping 
case. I suppose there is no one among you who 
has not met it. 

This company purchased a second-hand ship at 
a- time when its Lloyd’s survey was overdue. The 
ship was allowed to carry on with the voyage but 
after it returned, the company carried out all 
repairs necessary under the survey and certain other 
jobs. It was held by the Court of Session that except 
for such part of the cost of repairs as was attributable 
to the period during which the ship was employed 
in the company’s trade, the expenditure was 
capital expenditure. That case was followed by an- 
other – C.I.R. v. Granite City Steamship Company, 
in which the circumstances were rather similar, 
except that in that case the ship had remained the 
property of the company throughout, but had been 
damaged while it was in enemy hands during the 
First World War. But the Law Shipping decision was 
followed. 

Now, the principle in Law Shipping is broadly this. 
If you buy a defective asset and thereupon put it into 
a good state of repair, the cost of doing that is not 
allowable. And it is not allowable for two reasons. 
The first reason is that it does not satisfy Section 137 
(a), that is to say it is not a disbursement being money 
wholly and exclusively laid out for the purposes of the 
trade, it is laid out for the purposes of the predecessors 
in the trade. 

"The second reason for this decision is that in the 
hands of the purchaser it is capital expenditure 
because the company bought a defective asset and by 
this expenditure improved the asset. Now, looking 
at our particular problem under (c) of the schedule 
we have to consider whetlier the Law Shipping case 
applies to these circumstances. Ás I have said, a 
taxpayer can make capital expenditure on the land 
(or the ship) of a third party. 

We have now crystallized our problem. Can we say 
that the Law Shipping case applies where the work is 
carried out, not by the owner but by the lessee of the 
property, for the purposes of making it serviceable 
in the hands of the lessee? You see, ће is not doing 
it primarily for the owner; he is doing it for himself. 
The building in the form in which he took it over 
was not serviceable for his own business. The lease 
was really the asset which he held, butithe leaserasfor; 


- THE ACCOUNTANT 


November 19th, 1955 


a building which was not in a proper state of repair – а 
state which would enable him to carry on his business 
properly. 

With these observations, I leave with you the ques- 
tion, which is still unsettled; is the fact that this land 
was leased and not bought material to the extent that 
it distinguishes the case in our example from Law 
Shipping? It may provide you with food for much 
thought. | 


: Example 


SCHEDULE PREPARED BY X., Y., Z., & Co, CHARTERED 
ACCOUNTANTS, AND ATTACHED TO COMPUTATION OF 
TRADING PROFITS FOR YEAR ENDED MARCH 318Т, 


1955, OF P.Q.R. Moron ENGINEERING Co LTD. 
Repairs £ 

(a) Repairs to garages .. 760 

(P ,, „ workshop s .. 2,745 

(c) 5» , Showroom 905 

(d) Sundry repairs 232 
Notes 


(a) In the yard behind the petrol station there are 
twelve garages of which ten are lock-ups which are let 
to customers. One is occupied by the company's 
trade van and one by its breakdown truck. The repairs 
to the lock-ups comprised pointing the brickwork, 
sundry roof repairs and painting the doors and 
gutters. The company contemplated buying a larger 
breakdown truck. It was inconvenient to increase the 
floor space of the garages and во, to accommodate 
the new truck, the company rebuilt the pair from 
ground level. The only alterations or improvements 
were the raising of the roof by one foot, the doing 
away with the dividing wall and the provision of double 
sliding doors. The old materials were used where 
possible. The total cost was £535. The architect has 
estimated that reinstatement in exactly the same form 
as the original would have cost £480. We have, there- 
fore, added back £55. 

(b) The wall fronting King’s Road showed signs of 
bulging. It was, therefore, decided to replace it. At 
the same time, in order to bring the workshop into 
first-class repair, the old timber, slate and pantile roof 
supported by brickwork was replaced by steel and 
corrugated asbestos sheeting supported by steel 
columns and was extended to cover part of the adjoining 


yard. The cost of extending the roof was £270, which . 


amount we have added back. 

(c) This relates to the showroom at 48 High Street, 
which the company took over during the year under a 
lease for ten years. The premises had been empty for 
three months following the discovery, when the 
previous tenant left, that the roof beams were riddled 
with wood-worm. The repairs consisted of reinstate- 
ment in:the same form of the damaged woodwork, 
making good defects in the walls and redecorating the 
first-floor rooms. In consideration of this the landlord 
accepted a lease rent of £265 a year in lieu of £350 as 
charged to the previous tenant. We claim all this 
expenditure as allowable. . 

(d) We have examined details: of this charge. It 
consists of twenty-seven items. The largest is £21. 
Nothing. is included in. respect' of additions, ` alter: 
ations ‘or improventienty 29e vna о * (Conil ) 
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di: WEEKLY NOTES 


.New President of the American Institute 

Mr John H. Zebley, j jun., С.р.А., of Philadelphia, was 

'elected President of the American Institute of 
Accountants at the Institute's sixty-eighth annual 
meeting held at The Statler Hotel, Washington, on 
October 25th. 

Mr Zebley, who succeeds Mr Maurice H. Stans, 
C.P.A., has been a partner in the firm of Turner, 
Crook & Zebley since 1928, and has served as Vice- 
President of the Institute and as a member of the 
Council and executive committee. He is also a Past 
President and former Vice-President of the American 
Accounting Association. 

The annual meeting, which extended over five 
days, was attended by about 2,000 members and 
. guests from all parts of the United States. Senator 
Harry F. Byrd, of Virginia, and Mr Т. Coleman 
Andrews, С.Р.л., Commissioner of Internal Revenue, 

` addressed two of the business sessions. Other 
' sessions were on accounting in the Federal Govern- 
ment, taxation, electronic accounting for small 
businesses and accounting problems under guaran- 
teed annual wage agreements. 


F.B.I. on the Budget 
The Federation of British Industries has now 
expressed its views on the Budget. They differ from 
those of the Chancellor of the Exchequer on a num- 
ber of points but its comments and general tone are 
less hostile than the opinions expressed by the Trade 
Unions Congress recently. 

The Federation agrees broadly with the Govern- 
ment's diagnosis of the present economic situation 
гапа considers that it was necessary for the Chancellor 
'to curb credit and to reduce the expenditure of 


Government and local authorities. It has passed оп. 


to its members the Government's request that indi- 
vidual companies should review their capital develop- 

> ment programmes and embark on only such plans as 

' are needed at once for the export drive. The F.B.I. 
does not like the increases in purchase tax and con- 
siders that they will have little effect in helping to 
curb an inflationary situation. Wage costs seem to the 

; F.B.I. to be the main problem at the present time. 
It has asked its members to refrain from price 
increases due to pressure from rising costs wherever 
this 18 possible. | 


Shipping Replacement Costs 
Much has been said and written in recent years about 
the high cost of replacing obsolete shipping tonnage. 
The proposed merger between the Union-Castle 
Mail Steamship Co Ltd and Clan Line Steamers Ltd 
is an outstanding case of how this problem can affect 
key decisions for a large shipping company. One of 
the most powerful argumentg advanced for the merger 
by the proposed holding company, British and 
Commonwealth Shipping, is. that’ the combined 


resources of ‘the two operating..c companies. will give 


more readily assured finance for the maintenance of 
their respective fleets. 

The replacing problem is particularly acute for 
Union-Castle. The total estimated cost of replacing 
each ship in the combined fleets will be about £161 
million. At current prices Union-Castle will have to 
spend £51 million on replacing ships which will be 
over twenty-five years old by 1964, while Clan Line 
will have to spend only 58:6 million. Union-Castle 
are under an obligation to replace three mail vessels 
at a cost of about £20 million under the renewal terms 
of the mail contract with the South African Govern- 
ment. Few would have ventured to say until now that 
this replacement problem would be sufficiently acute 
to bring about a proposal for the merging of the 
interests of two of the largest shipping companies in 
the country. 

Exports in October 

Last month this country's exports reached almost 
4281 million, compared with about £254 million in 
September. At this level they were 134 per cent above 
the monthly average for the first nine months of the 
year. Imports at £333 million were 4 per cent above 
the monthly average for the first nine months. In 
consequence, the visible trade adverse balance for 
October was [52 million. This may be compared 
with £51 million in September and with an average 
level of [75 million a month over the first three 
quarters of 1955. 

This good performance last month is reinforced by 
the record level of exports to North America. At 
£33 million, they were almost 29 per cent more than 
the average for the first nine months of this year. 
Exports to the United States were particularly 
buoyant. At £19 million they were 34 per cent higher 
than the average monthly figure for the first three 
quarters of this year and the highest figure ever 
reached. In the case of Canada, exports, although 
higher than the monthly average of the year, were 
still below the level reached in May and July. 

The adverse balance for the first ten months is 
£728 million, compared with £428 million for the 
same period of 1954. This means that for the year as 
a whole the adverse balance is likely to be around 
£850 million compared with £608 million last year 
and f655 million in 1953. The difference between 
the adverse balance worked out by adding up the 


. published monthly adverse trade gap and the figures 


published in the annual White Paper on the balance 
of payments has shown a very big discrepancy in 
past years. In the past, the monthly figures have 
shown the position to be much worse than it event- 
ually turned out to be. If the difference between the 
total of the monthly figures for 1955 and the annual 
calculation published in the balance of payments 
White Paper is on the same scale as last year, the 
adverse balance of £850 million (if such it should 
prove їо.Бе) may be very, substantially reduced: - =>: 
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REVIEWS 


Estate Duty for the Layman 


(The Central Board of Revenue, Government of 
, India, New Delhi) 


This is a companion volume to Income Tax for the 

an, the second edition of which was issued by 
the Indian Government in 1954 and was reviewed 
in our issue of November 27th, 1954. In its preface 
the new publication explains that an attempt has 
been made to explain briefly and in simple language 
the general provisions of the Estate Duty Act, and 
to acquaint the layman with his rights, duties and 
obligations under this new Act. The Estate Duty Act, 
1953, came into force in October of that year and was 
largely modelled on the United Kingdom legislation. 
Although the duty is levied and collected by the 
Central Government, it is wholly assignable to the 
several States on principles which the Indian Parlia- 
ment will formulate. The duty on agricultural land 
goes to the State in which the land is situate. 

The booklet comprises a highly readable account 
of the main provisions, with an emphasis on the 
practical aspects. It includes a clear explanation of 
the interesting principle of the Hindu undivided 
family. There is a chapter on the comparative burden 
of estate duty in various countries, amplified by some 
interesting graphs. At the end of the book are 
reproduced some of the commoner forms in use in 
relation to Indian estate duty. : 

The Indian Central Board of Revenue are to 
be congratulated on this achievement, which could 
usefully be copied in our own country. 


Cost Accounting 
by W. B. Lawrence 


Fourth Edition revised by John W. Ruswinckel, 
Michigan State College 


(Sir Isaac Pitman & Sons Ltd, London. 455 net) 


This is the fourth edition of a standard American 
text-book which covers all aspects of the work of a 
cost accountant. It will prove invaluable both to 
professional accountants and to students. Illustrations 
in the book are based on business practices and legal 
requirements of the U.S.A. 

The opening chapters deal with the methods of 
accounting for material and labour costs, and of 
allocating the indirect costs of production to products. 
They also contain a wealth of information, a descrip- 
tion of a system of internal check on materials, and a 
discussion of the different bases on which materials 
may be valued for balance sheet purposes. FIFO, LIFO, 
and the average cost basis of charging materials to 
production are all dealt with thoroughly. Included is 
a definition of the phrase ‘lower of cost or market’, 
which is defined by reference to Accounting Research 
Bulletin No. 43 of the American Institute of Account- 
ants. Readers should compare this with Recom- 


mendation No. X. of the English Institute’s Recom- 
mendations on Accounting Principles. 

In the chapter dealing with the application of 
indirect costs to products there appears the statement 
that: 

‘A. careful review of the many separate indirect 
costs making up the total to be distributed will 
disclose that the bulk of the costs, both as to kind 
and dollars, can best be prorated to a unit of product 

. on the basis of direct labour hours.’ (Authors italics.) 


Surely the basis on which allocation should be made 
depends upon the processes of the particular business 
whose costs are being allocated? 

The middle chapters of the book consider methods 
of allocating costs of production to units of product 
by such techniques as job-order and process costing. 
Later chapters deal adequately with standard cost 
accounting. Various bases on which standards may 
be set are described, and the basis which is given 
most prominence is ‘Attainable good performance’. 
The others are mentioned presumably because they 
are used. 

Also discussed are such subjects as distribution 
costs, direct costing, budgetary control, break-even 
charts, graphs and uniform costing. The last part of 
the book provides an ample supply of problems to be 
worked by those who are interested. 


The Administration of Insolvent Estates in . 
South Africa 


by David Shrand, M.Com., A.S.A.A., С.А. 
S.A.) 


(Juta & Co Ltd, Cape Town and Johannesburg. 
675 6d net) 


The author of this treatise explains that its writing 
was prompted by two considerations — to explain the 
legal principles relating to insolvency and to show, 
their practical application. His treatment of the sub- \ 
ject has been adapted to meet the needs of both the 
practitioner and the student. As regards official 
practice, the practice in the Cape Master’s Office | 
has been referred to throughout, although some varia- | 
tions may exist in other provinces and in South- ; 
west Africa. 

Not only the insolvencies of individuals are dealt 
with, but also the law relating to the winding-up 
of insolvent companies, compulsorily or voluntarily. 
'The text is extensively illustrated by arithmetical 
examples, while an appendix contains precedents of 
forms, an elaborate and detailed trustee's programme, 
and a comparative table of procedure and formalities , 
under the five main types of insolvencies under the 
Insolvency Act and the Companes Act. In addition, 
the relevant legislation js reproduced. 

It is clear that Mr Shrand has spared no pains to 
furnish the reader with a comprehensive text-book 
which should provide all that is needed. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Profits Tax Rates 


в, ~ On page 521 of your issue of November sth, 
inder the heading ‘Autumn Budget — II’ it is stated 
hat the profits tax is altered by the Autumn Budget 
I8 to: 


‘increase from 20 to 25 per cent on profits distri- 
buted . 
Surely, however, the previous rate was 224 per cent 
ind the new rate 274 per cent. 
Yours faithfully, 
London, N16. K. L. C. LEYETTE. 


In effect, there is a basic rate of 24 per cent. The 
idditional tax on profits distributed was 20 per cent 
ind is to: be increased to 25 per cent. If Mr Leyette 
will read the first part of our оаа article, which 
ippeared the previous week, he will find the point 
:ompletely covered. – —Eprron.] 


Non-calendar Accounting Periods 


SIR, – Your correspondent, ‘Interested’, wishes to 
ist the advantages and disadvantages of instituting 
thirteen four-weekly periods and raises various 
queries regarding the sales and purchase ledger 
aa and the payment of salaries (October 15th 
issue). 

From my experience of operating non-calendar 
periods of accounting, I would point out that it is 
quite practicable to continue the sales and purchase 
ledgers on the calendar monthly basis. Similarly, 
monthly salaries can be paid at the end of each calen- 
dar month.- The main purpose of four-weekly 
accounting is to obtain better comparisons of per- 
formance statistics and costs, and apportionments of 
charges related to calendar periods can be quite 
easily brought into account by means of suspense 
accounts. 

Т do not propose to endeavour to give all the 
advantages and disadvantages of the four-weekly 
method of accounting, but may I suggest that your 
correspondent seriously considers dividing each 
calendar quarter into approximately six- and seven- 
week periods, the break being made at the end of a 
week so that ‘split weeks’ are only necessary for the 
quarter-endings. In all cases, the seven-week period 
would contain the statutory holidays, so that the 
discrepancy in working days, apart from the period 
containing the annual holidays, would not exceed 
three or four days in six weeks. 

By adopting this system there is a considerable 


saving in clerical work, since there are only eight : 


accounting periods instead of thirteen, for sales and 
purchase ledger accounting there are eight normal 
months, and there is n8 difficulty in obtaining 
quarterly and annual accounting periods correspond- 
ing with the calendar dates. More vital statistics for 


management purposes will be required most probably 
at weekly intervals and these can, of course, be 
aggregated to provide cumulative comparative periods 
straight through the year, if this serves any useful 
purpose. 
Yours faithfully, 
W. W. WILLIAMS, F.C. W.A., А.5.А.А. 
NATIONAL Солт. BOARD: SOUTH-WESTERN 


Cardiff. DIVISION (FINANCE DEPARTMENT). 


Standard Costing and Quality Control 
Sir, - Mr J. A. Reece, in his article on ‘Standard 
costing and quality control’, in your issue of October 
29th, puts foward the suggestion of integration 
between standard costs and quality control. 

Complete integration may be possible in certain 
concerns. Ín others this may be very complex, but 
the best possible use should always be made of any 
quality control data available, and the following 
example illustrates one such case: 

Assume a laminated material consisting of one 
material 4. laminated to material B. 
Standard weight per х yards of A. 
Standard weight per x yards of В. .. 8o 
Actual weight of x yards (mechanically counted) 185 ib, 
Quality control charts show: 

A. averages 8 per cent overweight 
B. averages 4 per cent underweight 


, redd 


If product is sold by yardage 


Quality control supplies the detail for material variance 
costs (not otherwise available). This is, of course, 


Product А. plus 8 Ib. 
Product B. minus 3 15. 


If product is sold by weight 

Although 185 lb. of laminate will be covered on 
invoices, material variances will still be incurred, and 
quality control data supplies the answer as follows: 


Standard Actual Variance 





А. 185 Ib. x (costed) 103 
8 
B. 185 Ib. x = (costed) 82 
A. тоо 15.+8 per cent 108 +5 
B. 80]lb.—4 per cent 77 —5 
185 185 — 


To ignore quality control data because total lamin- 
ate was at standard weight, would lead to large 
untraced material variances if there were significant 
differences between the prices of A. and В. 

Yours faithfully, 
E. 


Bexley, Kent. SEAMAN. 
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‘Accounting for Returnable Containers’ 


Sm, – I wonder if many other articled clerks shared 
my bewildered admiration at Mr Ellmer's article 
on ‘Accounting for returnable containers’ in the 
October 2and edition of The Accountant. 

Some may question that to compute the final profit 
for the year: ` 


(1) а full year’s depreciation must be allowed on 
: containers which are not in stock at all at the 
year-end, having been, in effect, sold to 
customers during tbe period; 
(2) despite the fact that containers are not all 
returned, a fictitious ‘profit’ on all containers 
` charged out during the year is calculated by 
Mr Ellmer on the basis that they were all 
returned. А 
The following abbreviated account nrovides all the 
information required without necessh „ug multiple 
transfers between two accounts or the calculation of 
СО—С, C—8, and P—S. 


CONTAINERS ACCOUNT 











£ 5 
To  7,0oostiosb/f 3,500 Ву 12,000atr1ssb/f 9,000 
»  12,0008tio:b/f 6,000 »  X,000a2t2:s0ld 100 
» 8,000 at 20s » 16,000 at 253 
| . bought — 8,000 charged out 20,000 
» 14,000 at 151 retd. 10,500 » 12,000 at 10s: c/d 6,000 
но 11,00о 8Е 15: с7/4 8,250 » 1,000 а! rose/d 5,500 
ae Profit and 
Loss Ајс 4,350 
$2,000 £40,600 52,000 £40,600 
| Yours faithfully, 
. London, МИЗ. D. KATIN. 


[Mr.R. E. Ellmer writes: My article aims at (a) 
analysing an orthodox system of accounting for con- 
tainers which is apt to give some trouble in operation 
unless thoroughly understood; and (b) assisting 
students in mastering a technique which is a favourite 
source.to be drawn upon by examining bodies. At 
least two such bodies introduced this topic into their 
1954 papers, and in each case expressly stipulated that 
both container stock account and container suspense 
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account were to be prepared, thereby implying that 
the more elaborate system described in the article is 
in current usage. > 

In defence of the ‘two account system’, it is claimed 
that the partition does follow the logical accounting 
principle of reflecting assets dnd liabilities in separate 
accounts. - ; 

The question of whether the containers were 
returned or not in the period under review does not 
affect the profit position in the manner in which your 
reader would seem to infer. Reflection will show that 
a profit arises each time a container is charged out, 
whether it is ultimately returned or not. If it 18' not 
returned, i.e. retained beyond the time limit, the profit 
on its last ‘flight’ is an additional C—S, but on all 
preceding flights, iie. those ending up with return, a 
profit of CO—C is made every time the container is 
charged out from the warehouse. The profit is taken 
as CO—C because the container із not ‘purchased’ 
each time it is charged out; there is, indeed, a gross 
gain of 25s, which must, however, be reduced by the 
reserve of 155, leaving a net gain of ros (i.e. CO— C). 

When the container is officially retained, an addi- 


~ tional profit of C—S (i.e. 52) is made, since when that 


happens, the asset of ros (ie. the stock value of the 
container) and the liability of 15s (i.e. the reserve) are 
both extinguished from the balance sheet. During the 
container's circulating life, however, the reserve exists 
while it is in the hands of the customer, and is 
extinguished on its return. 3 

Expressed algebraically, we have: 

Profit on x returnable flights =x(CO — C) 

Additional profit on last flight -—- C— S 

Total profit on last flight 

ending in retention =(СО—С)+(С—5) 
=CO—C+C-—S 
=<0—5 
==255— 105 
| = 1525 

In other words, in the last analysis, an article which 
stands in the balance sheet at ros is sold for 25s, giving 
a final profit of CO—S, i.e. 155. 

With regard to depreciation, a simple and con- 
servative policy is usually adopted of marking down 
all containers in the hands of both firm and customers 
at balance sheet time to an agreed nominal value.] 


» FINANCE AND COMMERCE 


A sharp setback in the gilt-edged market has been 
followed by steadier conditions, but the lower level 
of prices has not attracted any great volume of new 
demand. Failure of the first 5 per cent Trustee issue 
has aggravated the market's difficulties, particularly 
in view of the lengthy queue of potential borrowers. 


Are They Interested ? 
Is it any good trying to interest employees in the 
running of their business and in its financial results? 
Or are their heads too full of pools to be concerned 
with profits? These, and similar questions, are 


questions of the moment. Having introduced the 


subject, we plunge.(for economy of space) right into 
. the, accounts;of.N. Corah (St Margaret).Ltd, a.com- 


pany with some 3,000 manual workers — half of them 
women, 120 in the office, 110 on the supervisory staff, 
and $5 executives, and a keen desire in the board 
room that everyone should know what is going on. 

Joint consultation was introduced. six years ago, 
information being mainly given through the Works 
Advisory Council and the house magazine, Encore 
News. W.A.C. members are given a copy of the 
annual report and accounts, which are also sum- 
marized in the magazine. And.generally, the com- 
pany may be regarded as a first-class example of the 
policy of joint interest and consultation. 

So much so that the British Institute of Manage- 
ment this year asked whether it could include, the 
company in atgeneral survey on theigiving of financial 
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information to employees. The result of this survey 
will be published next year. Meantime, we have the 
separate report on the N. Corah survey, which, 
through the courtesy of the board, we are able to 
summarize in this column. The simplest way to do 


this is to give the questions put to a group of em- | 


ployees (formed by selecting every twentieth name) 
and the analyses of the answers received. 

A total of 164 employees were interviewed in 
groups of twenty and the numbers were made up 


as follows: Number Percentage 

inter- | Total of total 
viewed employed strength 

Executives .. ws 12 55 21 

Office workers 2s 12 120 IO 

Supervisory staff .. 9 IIO 8 

Manual workers 123 3,000 . 

Status unstated 5: 5 nil nil 


Three of them dropped out, one a foreigner on 
the ground of language difficulty and two because 
they couldn’t understand the questions. 

The questions were devised to obtain the following 
information: 

(1) Do employees remember facts about the informa- 

tion they receive? 

(2) Does the method of presentation help them to 

understand the facts? 

(3) Do executives have more knowledge of the facts 

than other employees? 

(4) What is the attitude of employees towards the 

company? 

(5) What is the attitude of employees towards the 

company policy of giving financial information? 

(6) What items of information are of particular 

interest to employees? 

(7) What are the most widely-used channels of 

, information? 

The first question was put like this: ‘Financial 
information about your company is given in several 
ways. Please say how you have received information.’ 

| Percentage 
Overall Men Women 
(a) through the commit- 
tee of which I am a 


member .. II 13 8 
(b) through the maga- 
zine, Encore News . 85 Зо до 
(c) by reading a copy of 
the annual report 
and accounts .. r6 27 . 5 
(d) by one the notice | 3 
boar 16 18 14 
(e) ов ту immedi- 
; ate superior а 5 6 5 
(f) through my commit- 
tee representative .. 5 6 5 
(g) from my trade union 
representative za 3 3 3 
(ћ) poe the local e 
Press : ae 2 42 24 


2 ;0 7 'havé not едет. 


^ папу information! 0.775 a6 c pil i gie g- 
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Then they were asked how they regarded the 
information they received, with the following result: 


Percentage ` 
Overal Men Women 
(a) We get as much in- 
formation as we want 
and it is presented 
clearly. I understand 
most of it .. .. 48 бо .36 
(b) I don't understand 
much of what we are 
. told but I don't think 
this firm has any- 
thing to hide ix 16 10 22 
(c) I don't suppose the 
information we get 
tells the whole story 15 
(4) I have not received 
any information so 1 
don’t know whether 
the company is doing Е 
well or badly fas, SS 4 7 
(е) The information is 
there but I haven’t . 
really studied it .. 16 9 23 


The next question was: ‘Of the information you | 
receive, are you interested in all of it or are there 
particular items that especially interest you?’ Its 
purpose was to show what type of information 
particularly interested employees, and it was the 
question with the greatest number of spoiled papers, 
twenty-seven people ticking more than one alterna- 
tive, which, it is suggested, indicates that they 
couldn’t make up their minds what they were really 
interested in. 


This is how the Folios were analysed: 


Percentage 
Overall Men 
(a) I am equally inter- 
ested in all items of : 
information' .. 26 38 15 
(b) I am especially inter- 
ested in the annual 
figures of profits .. 3 3 3 
(c) I am especially inter- 
ested in news about 
new developments 
and whether. trade 
is getting better or > 
worse 25 53 -54. 5o . 
(d) I am not really ir in- 
terested in any infor- 
mation other than 


17 12 


Women 


that which affects me : 
personally .. ie cre 4c 26 
Noanswer .. 3 г '.6 


In the fourth question, it was pointed out that thé 
giving of financial information to employees. was 
exceptional. Not all companies did so. What did the 


`+ Corah-people.-think: of: their own company's- policy? 
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Ретсетаре 
: : | Overall Men Women 
(a) I think all companies 
should let their em- 
ployees know how 
they are doing ia 733 
(5) А company that is 
willing to give in- 
formetion of this 
sort will get co-oper- 
ation moreeasily .. 53 59 47 
(c) Nobody is very. in- 
terested in this kind 
of thing. I think em- 
ployees are only in- 
terested in informa- 
tion that affects them 
personally .. qi kD, 3 20 
(d) Giving financial in- 
formation is only an 
attempt by the man- 
agement to make us 
accept their policy. I 
don't consider the in- 
formation is reliable рі nil nil 
No reply su 2 2 2 


36 31, 


Six papers were spoiled. Two per cent of those 
interviewed did not answer the question. As might 
be expected, it was the women rather than the men 
who were not particularly interested. 

To test the attitude in general of employees 
towards the company, the next question asked: "Do 
you think N. Corah (St Margaret) Ltd is a good firm 
to work for?’ And this is how they replied: ў 


Percentage 
Overall Men Women 
{a) The company has a 
good reputation lo- 
caly and what I 
have learnt since I 
came here makes me 
think they deserve it 
(b) My job suits me all 
right. I’m not par- 
ticularly interested in 
whether the firm is 
good or bad ; 13 7 19 
(c) In my opinion, em- 
ployees are not given 
much consideration 
here s 9 8 11 
(d) The firm is not 
thought much of lo- 
саћу and I don't 
think much of it 
either T :. 1 x nil 
No reply "D 3 3 2 
Question 6 was designed to test the employees’ 
memory for facts. They were reminded that the 
1954 accounts had just been published. Could they 
say which of the following figures approximated 
nearest to the company's gross profit, before taxation? 
The cortect alternative, of course, was (d). 


74 31 68 
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'The analysis was as follows: 


Percentage 
Overall Men Women 
(a) £100,000 - 2 3^ nil 
(b) £500,000 e 7 7 7 
(c) £750,000 .. 25 20 31 
(d)'£1,000,000 e 85 40 31 
(e) £1,500,000 .. «IO 23 8 
No reply e 15 7 23 


Question 7 tested knowledge of the business itself. 
Could they say in which, if any, of the departments 
stated was production increasing at the moment? 
The questioner, acting for the British Institute of 
Management, did not, however, know the position 
in each department at the time of the survey and the 
analysis of the replies is therefore of interest inside the 
company rather than in the context of this column. 

Question 8 asked what percentage of the com- 
pany’s total income for the year went in wages and 


salaries, and it is interesting to note that the percentage ' 


of correct ticks to (c) is just about the same as the 
correct answers to question 6 on profit. 
The analysis was as follows: 


Percentage 
Overall Men Women 
(a) 6 per cent a 6 II 2 
(b) 12 per cent .. 26 33 19 
(c) 18 per cent .. 36 30 42 
(d) 24 per cent .. 0X4 16 12 
No reply a 18 то 25 


Question 9 was rather more technical and 28 per 
cent passed it by, although 27 per cent ticked (c) 
correctly. They were asked what the 15 per cent 
dividend on shareholders' capital represented on the 
purchase price of a share. 

The analysis was as follows: 


Percentage 
Overall Men Women 
(a) 15 per cent .. 10 10 9 
(b) 7$ per cent e 32 35 29 
(c) 3 per cent 27 31 23 
(4) There was no return 3 6 nil 
No reply 28 18 39 


Of all the factual questions, question 10 was the 
one answered most successfully, 54 per cent ticking 
(а) when asked: ‘What was the largest single item 
that had to be met out of the surplus of income over 
expenditure?’ 


Percentage 
Overall Men Women 

(a) Taxation .. .. 54 61 46 

"(b Reserves .. 12 13 9 
(c) Shareholders’ divi- 

dends о <8 9 8 II 

(d) Depreciation m 4 6 3 

No reply ie, SAT 12 31 


Question rr tested the value of 'cake-cutting' 
information. It was: "Which of these analyses of 
expenditure of every £1 of income from sales looks 
about right to you?’ Alternative (a) was the correct 
one and a similar diagram had in fact appeared in 
the house magazine published only a week before 
the survey took place. 




















Percentage 
sd Overall Men Women 
(а) 12 2% Raw ma-) 
А terials 
з 84 Wages and 
salaries 
І 10} Overhead 
expenses f 3! 40 23 
3 Dividends 
1 24 Taxation 
9t Ploughed 
back 
#1 о o 
(b s d 
i0 8 Raw ma- 
terials ` 
5 r$ Wages and 
salaries 
91 Overhead 
expenses f 37 39 36 , 
1 2 Dividends 
1 74 Taxation 
71 Ploughed 
back 
Ст о о 
() з 
8 34 Raw ma- 
terials 
3 2% Wages and 
salaries 
1 оф Overhead 
expenses 16 12 21 
4 10} Dividends 
io "Taxation 
I 9 Ploughed 
back 
fr o o 
No reply 14 9 20 


. On the answers to this question, the examiner 
omments: The answers show that perhaps xo per 
ent of the men and no women knew (as distinct 
rom guessed) which was the correct diagram. More 
significant, however, is the fact that 12 per cent of 
men and 21 per cent women showed, by ticking 
ternative (c), that they had no understanding of the 
ignificance of the figures involved. Тће W.A.C. 
cored a little higher but not much more than the 
verage for the factory. Even if the figures had been 
orgotten, an understanding of the general make-up 
f a sales £1 should have led a greater number of 
eople to choose the riglit answer. 


. Money Market 
| Little change in conditions resulted from the 
"Treasury bill tenders on November 11th. The bid 
| for the 63-day bills was held at £99 5s 9d with the 
' average rate at £4 25 5'704 per cent. For the 91-дау 
| maturities the bid was again £98 195 6d with the 
average rate at £4 25 0:430 per cent. This week {50 
?million of 63-day and {240 million of 91-day bills 
are offered. | 
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2,813 





1,241,955 








.. 102,077 


Add Adjustment of Income Tax in respect of he гесисеа race 





» Interest on Tax Reserve Certiflcates .. 
for 1953-54 .. : 


» Profit on Sales of Machinery and Plant .. 


Ву Net Profit for the year brought down... 


, Balance brought forward from 1953 


By Trading Profit for the year 


$5,598 


16,663 


11,678 
£1,182,874 








£1,244,768 





5,000 


"Contributlons) 32:284 
10,816 











inary Stock (lest 


"vH a.m 


Retired Employees — 

Retired Director .. 
idea November Ist, 1954 .. ae m 
ividend of 10 per cent on Ordinary Stock 


N. CORAH (ST MARGARET) LIMITED, LEICESTER - PROFIT AND LOSS ACCOUNT for the year ended December 3!«7. 195° 
posed Fi 
- -(less-Income-Tax)- ~.. ~~ 


Interim Dividend of 5 per cent on Ord 
Income Tax 


As Executives (including Pension Scheme 
On Preference Stock (Jess Income Tax) 


Auditors! Remuneration 


»» Pension to past Executive Director | 


Loan Interest 
» Directors’ Emoluments 
As Directors 
Excess Profits Levy 
Profits Tax es 


income Tax 
Pro, 


» Dividends for the year ended December lac. 1954: ` 


„ Expenses of increase of Share Capital 
» Taxation on Current Yaar's Profits 


» Net Profit for the year .. 


» Purchase of Pensions: 


” 
” 


To Depreciation of Fixed Assets 


To Transfer to General Reserve 
',, Balance to be carried forward .. 





10,816 
34,272 








261,568 


£1,182,874 
£477,278 
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ће annual dinner of the South Eastern Society of 
hartered Accountants was held at The Hotel Metropole, 
righton, on Friday, November 11th. The President 
f the Society, Mr Е. О. Frank, Е.С.А., was in the chair 
d, with Mr W. S. Carrington, F.c.a., President of 
he Institute of Chartered Accountants in England 
d Wales, received the 293 members and guests who 
ttended. 

Among the guests were The Rt. Rev. С. К. A. Bell, 
.D., Lord Bishop of Chichester; Judge B. E. Dutton 
riant, Q.C,, Mr E. N..Macdonald, p.F.c., F.C.A., 
resident of the Liverpool Society of Chartered 
ccountants, and 
Messrs S. Dixon, M.A., A.C.A, (President, Birmingham and 
istrict Society of Chartered Accountants); Derek du Pré 
Editor, ‘The Accountant’); J. B. Lea, J.P., A.C.A, (President, 
righton and Hove Chamber of Commerce); M. H. Longfield 
President, Sussex Law Society); А. S. Maclver, M.C., B.A. 
Secretary, The Institute of Chartered Accountants in England 
Wales); E. Marchant, F.R.1.C.8., F.A.1. (President, Brighton 
| Hove Auctioneers’ Association); R. P. Matthews, J.P., 
.COM., F.C.A. (Chairman, London and District Society of 
hartered Accountants); R. C. Methold, F.C.A., F.8.A.A. 
Mie Incorporated Accountants! District Society ој 
ussex). 

Messrs S. E. Pearman, r.t.B. (President, Brighton, Hove 
d District Local Centre, Institute ој Bankers); R. Н. 
uiney, A.C.A. (President, Leicestershire and Northampton- 
hire Society of Chartered Accountants); V. E. Richardson, 
ACCA. (President, South Eastern Society of Certified 
ccountants); S. L. Robinson, F.c.1.8. (Chairman, Sussex 
Branch, Chartered Institute of Secretaries); E. C. Sherwood, 
A.A,C.C.A.. (Official Receiver); L. W. Underwood, F.c.a. 
(Proident, Nottingham Society of Chartered Accountants); 

. А. Whittington-Smith, LL.M., Р.С.А. (President, Sheffie 

and District Society of Chartered Accountants). 


Special Opportunities for Chartered 
Accountants 


The toast of ‘The Institute of Chartered Accountants 
in England and Wales, and the accountancy profession’, 
was proposed by the Bishop of Chichester who said 
that, since the industrial revolution, economic factors 
had come more and more to the fore and the finding 
of solutions had all too commonly led to national 
and international problems. 

‘But, inevitably, the accountant has been in ever- 
increasing demand and in his profession, as an ally of the 

nomist and man of affairs, he has gained more and more 

onour, more and more influence, and more and more 

restige and has rightly been regarded as a very important 
member in the welfare of society.’ ; 

Dr Bell went on to say that although a large part of 
accountants’ activities necessarily lay in private enter- 
prise, there were two special opportunities open to 
them. The first was their contribution to the working 
of large public bodies and the second was their contri- 
bution in relation to industry in general. Industrial 
disputes and waves of unrest came over the country 
from time to time and the worker was suspicious that 
he was not being taken fully што the confidence of his 
employer. 

"The contributions you can make to a better under- 
standing between men, classes and nations, the building of 
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a world аи and industrial and international concord 
are immense, It is all very well for our political leaders to 
exhort the working man, the shareholder, and the employer 
to do better, but the exhortation should be based on a clear 
presentation of the national effort, national economy, and 
the reasons for the necessity of greater production for the 
survival of this country.’ i 
Dr Bell urged that simplification of accounts so that 
they could be more readily understood by the general 
public, should be considered by those who presented 
them. | 
The Accountant and the Farmer 


In the course of his reply to the toast, Mr Carrington 
said that until income tax came within their ken, 
farmers were little concerned with accountancy; they 
judged financial profit and loss by what they had in 
their pockets, : 

“Thanks to the activities of the accountant, the farmer is 
now realizing that properly-kept accounts can show him 
not only how much profit he has made in the year, but also 
the profitability of his work generally, as well as enabling 
him to decide which, in his particular locality, are profitable 
crops and which are not.’ 

Mr Carrington concluded his speech with a reply 
to Dr Bell’s plea for a more simplified system in the 
presentation of accounts so that they could be under- 
stood by members of the public other than those 
trained in the interpretation of accountancy. 

‘The time has arrived,’ he said, ‘when accounts should 
be understood of the people, and it is one of the tasks that 
now confronts us to devise accounts that are in compliance 
with legal requirements and yet not only give information 
that an informed reader requires, but also bring out the 
salient features of the business concerned so that they can 
be easily discerned and understood by the employee as well 
as the employer. You, my lord bishop, have given us words 
of encouragement.' i 

The toast of ‘Our Guests’ was proposed by Mr 
A. J. С. Horton-Stephens, F.C.4., and Mr E. N. 
Macdonald replied. 

Judge B. E. Dutton Briant, proposing the toast of 
‘The South Eastern Society of Chartered Accountants’, 
said Dr Bell was wrong in asserting that accountants 
came into existence with the industrial revolution, and 
added: 

‘What brought accountants into existence was the 
invention of income tax. I see that in the past eighteen years, 

ur numbers have quadrupled ~ and so has income tax.’ 

Laughter.) 

In a concluding tribute to the President of the South 
Eastern Society, Judge Dutton Briant said: 

‘If there is one word that would describe Mr Frank 
better than any, it is that he is a man of integrity, and in 
these days, that is the highest praise you can bestow on any 
man, because it includes all the virtues.’ 

Mr E. O. Frank, responding to the toast, con- 
gratulated Judge Dutton Briant upon his elevation to 
the Bench and paid warm tribute to Dr Bell for his 
twenty-six years’ service as Bishop of Chichester and 
particularly for his outstanding work for the World 
Council of Churches. Of Mr Horton-Stephens, he 
said: ‘We cannot speak too highly of the wonderful 
work he did as our secretary for seven years.’ 
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The annual dinner of the North Yorkshire and South 
Durham branch of the Leeds, Bradford and District 
Society of Chartered Accountants was held at The 
Imperial Hotel, Darlington, on Friday, November 11th. 
The President of the Society, Mr H. D. Anderson, 
J-P., F.C.A., was in the chair, and with Mr D. V. House, 
F.C.4., Immediate Past President, The Institute of 
Chartered Accountants in England and Wales, 
received the 108 members and guests who attended. 

Among the guests were Mr 5. P. Chambers, с.в., 
C.LE., а Deputy Chairman of I.C.I., and 


Messrs R. D. Appleton, T.D., A.R.I.C.8., F.A.t. (Chairman, 
Chartered Auctioneers and Estate Agents иаа South 
Durham and North Yorkshire Sub-branch); C. W. Boyce, 
с.в.в., F.C.A, (Past President, The Institute of Chartered 

Accountants in England and Wales); A. Boyd, ¥.8.A.A. 
ать Incorporated Accountants, North of England 

trict Society); P. H. Carter (Chairman, Institute of 
Bankers, Middlesbrough and District). | 

Messrs R. K. Dotchin, F.c.a. (President, Northern Society 
of Chartered Accountants), Е. С. Fairburn (Vice-President, 
Tees-side and South-west Durham Chamber of Commerce); 
А. L. Ingman (Н.М. Inspector of Taxes). 

Messrs C. Н. S. Loveday, A.C.A. (Assistant Secretary, 
Institute of Chartered Accountants in England and Wales), 
S. A. Middleton, a.c.a. (Honorary Secretary, Northern 
Society of Chartered Accountants); R. Mott, F.C.W.A., 
A.C.1.8. (President, Institute of Cost and Works Accountants, 
Middlesbrough and District Branch); С. W. Pearey, A.C.1.1, 
(President, Insurance Institute of Middlesbrough). 

Messrs E. Sugden, F.c.a. (President, Leeds, Bradford and 
District Society of Chartered Accountants); E. Duncan 
Taylor, F.c.a. (Membér of Council, Institute of Chartered 
Accountants in England and Wales); К. С. Warriner, F.C.A. 
(Hon. Secretary, Leeds, Bradfor "and District Soctety of 
Chartered Accountants); C. R. Watson, M.A., LL.B.(CANTAB.) 
(President, Durham and North Yorkshire Law Society); 
R. P. Winter, M.C., T.D., D.L., F.C.A. (Member of Council, 
Institute of Chartered Accountants in England and Wales). 


The toast to “The Queen’ was proposed by the 
chairman, who later said that the number of members 
and guests present was a record; it was the first time 
that they had passed the century. 


'The Profession and the Inland Revenue 


Mr Chambers proposed the toast to “The Institute of 
Chartered Accountants in England and Wales'. He 
referred to the fact that he had been with the Inland 
Revenue for twenty years. А view that was often held, 
he said, was that mernbers of the profession were 'at 
daggers drawn’ with the Inland Revenue, but, in fact, 
the co-operation between the two was outstanding. He 
continued: 


"The Inland Revenue relies асаре upon the con- 
fidence it places on dM members. Not only the Inland 
Revenue, but other Government departments, rely on the 
integrity of accountants. The ‘standard in this country ‘in 
these matters is certainly not exceeded in any other country 
in the world. То that, we owe very largely the steady build- 
ing up of these standarda by the chartered accountants. 
Thesestandafds: are -"inquéstionsbly of outstanding ‘itn: 
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portance in this country, and we owe so much to you an 
other professional bodies such as yours.' 


The Budget 


In his response to the toast, Mr House referred to. th 
Budget, commenting that he did not know much abou 
politics, But he had come to the conclusion that i 
April, Mr Butler gave away in tax reliefs £68 millio 
and he also gave benefits to companies amounting t 
£50 million. 


"This autumn, as far as we can вее, he is taking back fro 
individuals £70 million in purchase tax and £42 million i 
profits tax. 

‘I cannot help thinking that the April Budget was 
incentive to the country to save. We did not do that, an 
therefore, in the autumn, he has to come along and make 
save by paying more purchase tax and taking more profi 


tax. 

‘I feel that what is needed today is a much more вође 
realization of where we stand, and an individual resolve t 
do nothing to foster inflation, but work for productivity 
efficiency and financial sanity. 

*When I say productivity, I mean it in the widest sense 
because we are using the word productivity rather loosely. 
What we have really got to come down to is a fair day’ 
work and a fair day’s pay.’ 


In addition, continued Mr House, there was 
‘credit squeeze’, soon, he believed, to become th 
‘credit hug’. He rather felt that Mr Butler might havi 
left this to the bankers to treat as an ordinary b 
transaction. 

Mr House continued: ‘I am very much afraid tha 
the credit squeeze may hit the professions more than 
anyone else,’ and mentioned the tax provisions for the 
retirement of self-employed persons. 


‘I do not think that everyone realizes the amount о 
capital a self-employed person, particularly in the рго- 
fessions, requires. 

‘It is becoming quite impossible for any youngster toda: 
to accumulate enough capital to run a practice, let alone 
buy a share in goodwill. 


*In the immediate future, unless the professional classes 
are to be driven out of existence, the Chancellor of 
Exchequer will have to do something about it.’ 


Mr House said that he wanted to take the opportuni 


‘of paying a tribute to the work of all connected wi 


the branches ~ which were essential if the Institut 
was to be run on proper lines. 

The toast to “The Guests’ was proposed by Mr 
C. U. Peat, M.C., M.A., F.C.A., a member of the Council 
of The Institute of Chartered Accountants in England | 
and Wales. Mr Appleton replied. 

At the end of the evening, the chairman proposed a, 
vote of thanks to Mr С. H. W. Sansom, Е.С.А., who 
had been responsible for the arrangements. Mr Sansom 
did an amazing amount of work for the branch and, in 
addition, had been гевђопз је for arranging a stand. 
on accountancy, at a forthcoming ‘careers’ exhibition, , 
which was to be staged. in-the town under the ‘auspices 
of the ‘Darlington Edücütión-Córbinittée"" ^* dc ^ov 
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BRISTOL AND WEST OF ENGLAND SOCIETY 
OF CHARTERED ACCOUNTANTS 


SPECIALIZATION IN THE PROFESSION 


ibout 180 members and guests attended the annual 
ünner of the Bristol and West of England Society of 
Yhartered Accountants, held at The Royal Hotel, 
tristol, on Thursday, November roth. 

Mr W. Е. Curtis, F.c.a., President of the Society, was 
n the chair, and among those present were Mr W. S. 
Yarrington, F.C.A., President of The Institute, of 
ЉҺанегеа Accountants in England and Wales; the 
ord Mayor of Bristol, Alderman Harry Crook, J.P.; 
he Sheriff of Bristol, Mr Н. К. Priday, о.в.Е., J.P.; 
Ar С. Hayter-Hames, св, Chairman of Devon 
Younty Council; Mr Р. V. Roberts, A.C.A., a member 
£ the Council of the Institute; and 


Messrs S. W. Bate (President, Bristol Centre of the 
nstitute of Bankers); N. J. L. Brown (President, Bristol 
ncorporated Chamber of Commerce and Shipping); T. A. W. 
varlisle, А.С.1.8. (Chairman, Chartered Institute of Secre- 
aries, Bristol Branch); А. Н. Dixon (President, Bristol 
ncorporated Law Society), S. Edgcumbe, F.C.A. (Chairman, 
xeter Branch, Bristol and West of England Society of Char- 
ered Accountants); W. V. Eggleton, rF.C.A. (Chairman, 
;7loucester Group, Bristol and West of England Society of 
"hartered Accountants); E. О. Frank, v.c.a. (President, South 
fastern Society of Chartered Accountants). 

Messrs D. V. House, F.C.A. (Immediate Past President, 
"he Institute of Chartered Accountants in England and 
Vales); E. N. Macdonald, p.F.c., F.C.A. (President, Liverpool 
JYoctety of Chartered Accountants); А. S. Maciver, M.C., B.A. 
Secretary, Institute of Chartered Accountants in England 
nd Wales); R. P. Matthews, J.P., B.COM., F.C.A. (Chairman, 
„ondon and District Society of Chartered Accountants); 
i. Н. О; , F.R.LC.A. (President, Gloucestershire, Somerset 
nd North Wiltshire Branch, Royal Institution of Chartered 
'urveyors); J. A. Philpott, F.C.C.4. (President, The Association 
f Certified Accountants, Bristol and District Branch). 

Messrs Е. P. L. Roberts (President, West of England Dis- 
rict Society of Incorporated Accountants); J. С. Simpkins, 
C.A, (Hon. Secretary, Exeter Branch, Bristol and West of 
ingland Society of Chartered Accountants; Prof. D 
jolomons, B.COM., A.C.A. (Bristol University); Prof. J. Sykes 
University College, Exeter). 

Messrs L. W. Underwood, ¥.c.a. (President, Nottingham 
Society of Chartered Accountants); Н. W. Vaughan, F.C.A. 
President, South Wales and Monmouthshire Soctety of 
Zhartered Accountants); Т. Е. Walrond, 8.a.1. (Chairman, 
3ristol and District Branch, Chartered Auctioneers and 
Ustate Agents’ Institute); С. A. Whittington-Smith, LL.M., 
«C.A. (President, Sheffield and District Society of Chartered 
слама) 

Proposing a toast to "Ihe Institute of Chartered, 
Accountants in England and Wales’, Mr Hayter-Hames 
aid the margin between national prosperity and retreat 
vas probably a very fractional one. Costs had been 
ight, but only just right. The responsibility of the 
iccountancy profession, in keeping them right, was 
rery great. 

Mr Hayter-Hames, a banker, said the job which his 
»rofession had to ао ~ е ‘credit squeeze’ — was 
operation delay’ and not ‘operation retreat’. They were 
10t letting anyone go back on the great progress made 
зу the nation. " 


- ‘But we myst-pause for breath,’. he said, ‘and it is that 
aperation which, we are, trying :to.carry out асте request 


[p cee 


of the Treasury. We do value the co-operation of many of 
our customers in this work, and many of our accountants 
as well.’ 


The Preparation of Accounts by Banks 


Replying to the toast, the President said that on a 
previous visit to Bristol, and later at the summer course 
at Oxford, 


‘suggestions were made that some of the banks were going 
beyond their normal functions and preparing accounts for 
farmers and small traders. These complaints have been most 
carefully examined and I am happy to be able to say that 
there is little or nothing in them. 

‘What has happened 1s that during the war when account- 
ants were very short of staff, and farmers were required for 
the first time to submit accounts for taxation purposes, 
some of the banks, in order to help their farmer customers, 
did render assistance in the preparation of accounts. It is 
apparent from the inquiries that I have made that far from 
the banks seeking to extend their activities in this direction 
they are, in fact, doing their utmost to persuade the cus- 
tomers concerned to employ professional accountants and, 
I might add, that all the cases which were brought to light 
when I asked for details, were instances where professional 
accountants are actually taking over work from the banks 
and not losing it to them. 

‘I am very pleased to place on record the ready assistance 
which we received from the head offices of the banks in 
pursuing these inquiries and I am quite satisfied that the 
banks neither desire nor intend to expand their activities in 
the preparation of farmers’ or traders’ accounts. 

‘As I said when last speaking in Bristol, my attitude on 
these matters is "let the cobbler stick to his last". This is the 
attitude we should adopt in regard to other professions and 
the one I hope they adopt in regard to us." | 


Specialization 


Mr Carrington then turned to the subject of special- 
ization, which, he said, 
‘is now to be found in nearly every form of business and 
professional activity; one has only to consider chemistry, 
physics, engineering, medicine and law to appreciate the 
fact. Moreover, the profession of accountancy 18 no excep- 
tion; many of our members specialize on taxation work, 
others on investigations, some on executorship and an 
increasing number are specializing in the subjects of costing 
and management accounting. Specialization is inevitable 
and should be encouraged, but it should not and must not 
be allowed to start too early in the career of the individual. 

‘Amongst the major aims of education are to train students 
to think clearly and form balanced views; this is particularly 
necessary for accountancy students. It would. be а great 
mistake, however, to try to fill up our students with special- 
ized knowledge before they have obtained a mastery of the 
rudiments of accountancy and Бад sufficient practical 
training to apply their knowledge to the problems which 
confront the practitioner or the accountant employed in 
industry. | : s 

. Special Degree Courses 

‘Whilst I think that the special degree courses now being 
provided ‘at certain of the universities have a place in our 
system of professional education, I can foresee grave dangers 
unless university lecturers and professors are careful to avoid 
feeding. their students’ with ‚arguments. and. propositions 
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which they are not mature enough fully to appreciate or 
even digest properly. This is a great responsibility on all 
who are concerned with the education of the younger 
generation and not least amongst those concerned with the 
training of the future members of our profession. In saying 
this, I am not seeking to detract at all from the value of 
university chairs of accounting, but I do think that their 
main value will be in the field of research and post-graduate 
study and I don't want them to feed the young on cham- 
pagne and caviare before they are properly weaned.’ 

Mr Curtis, now of Exeter, who had been absent from 
Bristol for twenty-two years, was in reminiscent and 
nostalgic vein when he proposed a toast to “The City 
and County of Bristol’. 

The Lord Mayor, in reply, said there was no business 


NOTES AND NOTICES. 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on November 2nd, 1955, who 
completed their Fellowship or Membership before 
November 15th, 1955. 


Associates elected Fellows 

Becker, Edward Lionel, в.А.(сом.); 1950, А.С.А.; (T'hur- 
man, Becker & Co), Barclays Bank Chambers, 353 Lord 
Street, Southport, and (Е. Н. Parkinson & Co), 1-2 
Corporation Chambers, Corporation Street, Bolton. 

Blandy, Patrick Henry, т.р. 1947, A.C.A; (Mellors, 
Basden & Mellors), 1 King John's Chambers, (P.O. Box 
39), Bridlesmith Gate, Nottingham, and at Manchester. 

Carter, Raymond Gabriel, M.B.E.; 1950, A.C.A.; (Herbert 
Hil & Co), Salisbury House, London Wall, London, 
EC2, and at Marlborough. А 

Citroën, Michael Alan; 1950, А.С.А.; (Citroën & Citroën), 
82 Portland Place, London, Wt. 

Cromarty, Reginald Henry; 1949, A.C.A.; (Mellors, Basden 
& Mellors), 1 King John’s Chambers, (P.O. Box 39), 
Bridlesmith Gate, Nottingham, and at Manchester. 

Grover, Leslie Gordon Edward; 1949, A.C.A.; (Cole, 
Dickin & Hills) Arwenack Chambers, 25 Arwenack 
Street, Falmouth. 

Hodkinson, Albert; 1929, A.C.A.; (*Parker, Edwards & Co), 
35 Winckley Square, Preston, and at Whitehaven. . 

Hoffman, Toby; 1950, A.C.A.; (Gerald Edelman & Co), 
18 Maddox Street, Regent Street, London, Wi. 

Ingham; George Philip; 1949, A.C.A.; (Ingham & Co), 
482 Stanley Road, Bootle, Liverpool, 20. 

Johnson, Harold Bedford; 1940, A.C.A.; (Smart & Johnson), 
2 Birmingham Street, Oldbury, Worcs. 

Maddison, Arthur Stafford; 1938, A.C.A.; (Cooper 
Brothers & Co), 38 Bennett’s Hill, Birmingham; Gor 
other towns see Cooper Brothers & Co). 

Metcalf, Graeme Molyneux; 1939, A.C.A.; (*Deloitte, 
Plender Griffiths & Co), Midland Bank Chambers, 97 
Bute Street, Cardiff, and at Swansea. 

Phillips, Henry Pryden; 1946, A.C.A.; (White, Williams & 
Co), Imperial Chambers, 47 Frogmore Street, Aber- 


gavenny. : 

Scothorne, Hugo Thomas; 1938, A.C.A.; (МеПогв, Basden 
& Mellors), 1 King John's Chambers (P.O. Box 39), 
Bridlesmith Gate, Nottingham, and at Manchester. 

Smart, Harold Walter; 1947, A.C.A.; (Smart & Johnson), 
2 Birmingham Street, Oldbury, Worcs. 

Southworth, Hugh William; 1939, A.C.A.; (Moore & 
Smalley), 9 Chapel Street, Preston. 

Sumner, Ronald Farron; 1934, A.C.A.; (Cooper Brothers 


*placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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or social work in which the services of accountants we 
not needed. The efficiency of all modern busin 
undertakings would be seriously impaired if 
accountants were not there to give their guidance ап 
practical help. 

There was laughter when the Lord Mayor talked 
the age of automation and electronic devices, an 
asked: ‘Are these machines the chartered accountan 
of the future? Shall we be having an annual dinner f 
the robots that give us the lightning calculations?’ 

‘Our Guests’ was proposed by Mr P. V. Roberts. 
reply, the Sheriff said it was good to find a professio 
working to a very high moral standard. ‘That is a thin 
we lack in many directions today,’ he said. 


& Co), 14 George Street, Mansion House, Londo 
EC4; (for other towns see Cooper Brothers & Co). 

Tanswell, Peter Stuart; 1950, A.C.A.; (Wells & Partners 
2 York Street, Twickenham, Middlesex, and at Londo 
and Hounslow. 

Turner, Charles Brian Godsell; 1949, A.C.A.; (Cash 
Stone & Co), 48 Copthall Avenue, London, ECa, and 
Portsmouth and Southampton. 

White, Robert John Richmond; 1949, ÀÁ.C.A.; (Whi 
Williams & Co), Imperial Chambers, 47 Frogmore Stree 
Abergavenny. 

(Not in England and Wales) 

Richardson, John Peter Carwithen; 1936, A.C.A.; (*Tur 
quand, Youngs & Co), Monte Esquinza 23, Madrid, an 
at Barcelona, Gibraltar and Lisbon. 

Admitted as Associates 
(Not in Practice) 

McNeil, Ian Robert, 22 Withdean Road, Brighton, 5. 

Payne, John Gomer, with *Whinney, Smith & Whinney 
4B Frederick’s Place, Old Jewry, London, ЕСа. 

Former Member re-admitted to Membership 

Harris, Geoffrey William, Department of Taxes, P.O 
Box 112, Gwelo, S. Rhodesia. 


Personal 


Messrs E. Warwick Вколрвемт & Co, Chartered 
Accountants, of 26-27 Bond Street, Leeds, rj 
announce that their senior partner, Mr E. Warwic: 
BROADBENT, F.C.A., retired from the firm on Octobe 
31st. They also announce that as from August rst, 
1955, they have taken into partnership Mr DOUGLAS 
SMITH, A.C.A., who has been a member of their staff 
since 1938. The name of the firm will remai 
unchanged. 

Messrs BADDIEL, SLEEMAN & Co, of 20 Walt 
Road, Swansea, announce with deep regret the dea 
of Mr BENJAMIN BADDIEL, A.S.A.A., senior partner i 
the firm, on November 6th. The practice will 
continued by Mr А. W. SLEEMAN, F.S.A.A., and Mr 
J. С. POWELL, А.5.А.А., and the name of the firm will 
remain unchanged. 

Messrs А. Е. Fercuson & Co, Chartered Account- 
ants, Registered Accountants of Karachi and Lahore, 
Pakistan, announce that as from November ist, 1955, 
they have admitted jnto partnership Mr Y. 
BHAIMIA, M.A., B.SC.(ECON.), A.C.A, RA, and Мг 
M. J. McNULTY, A.C.A., R.A., who were previously 
assistants in the firm. 2 


Гоџетђет 19th, 1955 


Messrs Ковгҹѕом, CouLsoN & Co, Chartered 
iccountants, of Alma Chambers, Scarborough, and 
towan Chambers, Filey, announce that as from 
)ctober xst they have taken into partnership a mern- 
er of their staff, Mr LiONEL WALTER, a.c.a. The 
ame of the firm remains unchanged. They also 
nnounce that they have now opened offices at 
Jepworth’s Chambers, Baxtergate, Whitby. 

Messrs Scorr, Firra & нау, Incorporated 
iccountants, announce that they have removed their 
сев from ro Park Square East, Leeds, 1, to 
Tictoria Buildings, 12 Park Cross Street, Leeds, І. 


Professional Notes 

Ar №. С. Cullen, C.A., M.A.LA., a former senior part- 
ier of Messrs Price Waterhouse, Peat & Co, a member 
f the Monopolies and Restrictive Practices Com- 
ission, is one of a group of members appointed by 
he chairman of the Commission to investigate the 
eneral effect of common practices on the public 
nterest. 

Air Commodore Т. C. Miller, M.C., A.C.A., has been 

ppointed joint managing director of Black-Clawson 
nternational Ltd, paper machinery manufacturers, 
„опдоп, Wr. 
‚Мт D. С. А. Owen, B.COM., A.C.A., A.C.W.A., has 
ееп appointed secretary of J. & Н. McLaren Ltd, 
f Leeds, as from December 31st, 1955, in succession 
o Mr J. T. Rowlay, A.C.A., who is taking up an 
ppointment outside the company. 

Mr H. W. Williams, 4.4.C.C.4., has been appointed 
ecretary of British Typewriters Ltd. 


In Parliament 
Estate Duty OFFICE 

Ar FREETH asked the Financial Secretary to the 
“reasury the number of estates dealt with by the 
istate Duty Office during the financial year 1954-55. 

Mr Н. Вкооке: The number of duty-paying estates 
lealt with for the first time in 1954-55 by the Estate 
Duty Office was 69,539; the number of small estates 
n which no duty was payable was over 150,000. 


Hansard, Nov. 9th, 1955. Written Answers. Col. 199. 


Jomr-srock Company DONATIONS: 
Tax RELIEF 
Иг ALBU asked the Chancellor of the Exchequer how 
ar a donation by a joint-stock company to an educa- 
ional trust receives relief from income and profits 


ах. 

Mr R. A. BurLER: A donation for technical educa- 
ion may be an admissible. expense for income tax and 
'rofits tax purposes under Section 140 of the Income 
"ax Act, 1952, if the education is directly related to 
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the donor's trade. Small annual subscriptions by a 
company which has direct business connection with 
the trust may also be admissible. Further, effective 
relief from income tax may ђе obtainable for donations 
made under deed of covenant. 

Hansard, Nov. 8th, 1955. Written Answers. Col. 174. 


3 per cent Defence Bonds (Fourth Issue): 
Conversion Offer - 


In The Accountant of October 22nd was noted an 
announcement by the Treasury that a conversion 
offer would be made to holders of 3 per cent Defence 
Bonds purchased between February 181, 1946 and 
April 30th, 1946, and maturing between February 
ist, 1956 and April 30th, 1956, of which about £85 
million are outstanding. The terms of the conversien 
offer are now the subject of a further Treasury 
announcement. 

The holders will be invited to continue their bonds 
until May rst, 1956; if they accept the offer they will, 
on that date, be paid interest at 3 per cent per annum 
for the period from February ist, 1956 to April 30th, 
1956, and the maturity premium of [1 per cent and 
their bonds will be exchanged into the same amount 
of 4 per cent Defence Bonds (Conversion Issue). 
Acceptance of the offer of conversion will not entail 
a break in the holder’s encashment rights. If the offer 
is not accepted, interest on the maturing bonds will 
cease on the tenth anniversary of the date of purchase. 

The terms of the Conversion Bond will be the same as 
those of the 4 per cent Defence Bonds currently on sale, 
except that interest will be payable on April rst and 
October 1st. The full conversion terms are given in the 
pes ectus and notice which was issued to individual holders 
ast ‘Tuesday, together with forms of request for conversion 
and forms of authority for repayment for the use of holders 
who do.not accept the conversion offer. 

The list of acceptances of the conversion offer will be 
closed on December 31st, 1955. 

Apart from bonds inherited from a deceased holder, the 
maximum amount of Defence Bonds that а person may 
hold, either solely or jointly with any other person, is 
£2,000 3$ per cent Defence Bonds (Subscription Issue); 
outed 4 per cent Defence Bonds (Subscripaon Issue); and 

3,500 in the aggregate of all other issues of Defence Bonds, 


„including the present issue of 4 per cent Defence Bonds 


(Conversion Issue). 


The Accountants' Christian Fellowship 


The second address in the current session of the 
Accountants’ Christian Fellowship will be given at 
6 p.m. on Friday, November 25th, at Incorporated 
Accountants’ Hall, Victoria Embankment, WC2. The 
subject will be ‘A lawyer faces the problem of 
Christianity’, and the speaker will be Mr Montague 
Goodman, 






Telephone: Victoria 2002 (3 lines) 
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Hospital Financial Officers’ Conference 


The annual conference of the Association of Chief 
Financial Officers in the Hospital Service in England 
and Wales, was held at the. Connaught Rooms, 
London, on November 11th, on the theme ‘Develop- 


ment in the hospital service’. Mr К. C. Sharphouse, | 


F.LM.T.A, Р.Н.А., гна of the Association, 
presided. j 

The morning session took the form of a confidential 
talk given by Mr Abel Smith, of the Department of 
Social Science of the London School of Economics. 
The discuasion which followed ranged widely over 
the economic aspects of the hospital service. 

The afternoon session followed the same general 
theme and the address was given by Dr F. Avery 
Jones, M.D., r.R.c.P., Physician-in-Charge, Gastro- 
enterology . "Unit, Central Middlesex Hospital, a 
member of the teaching staff, Middlesex Hospital, 
and Consultant in Gastro-enterology to St Mark's 
Hospital and the Royal Navy. 


More than 150 members and guests were present 


at the annual luncheon, when the toast of “The 
Association’ was proposed by Alderman R. G. 
Robinson, Chairman of the Association of Hospital 
Management Committees. Mr R. C. Sharphouse 
responded. 

Тће Vice-Chairman of the Association, Mr Robert 
Hopes, proposed the toast of "Ihe Guests' and, in 
the course of his remarks, mentioned the pleasure 
which members felt at the presence of a number of 
distinguished friends of the Association, including 
many members of hospital boards and. management 
committees, officers of the Ministry of Health and the 
"Treasury, Mr J. F. Milne of the Institute of Hospital 
Administrators, representatives of the Group Secre- 
taries' Association, and many others. Тће reply on 
behalf of the guests was given by Prof. T. E. Chester. 


Annotated Tax Cases 
Part 4 of Volume XXXIV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of 
the following cases: C.I.R. о. Countess of Kenmare 
(Ch.D.); C.I.R. v. The Royal Naval and Royal Marine 
Officers’ Association (Ch.D.); In re Barbour’s Policies 


(Ch.D.); In re Wrightson's Policies (Ch.D.); Edwards v. ` 


Bairstow & Harrison (H.L.); Collis о. Cadle (Ch.D.); 
Camille and Henry Dreyfus Foundation Inc v. CIR. 
(H.L.y; Joffe v. Phan (Ch.D.); Fitton v. Gilders and 
Heaton (Ch.D.); Sanderson v. Durbidge (Ch.D.). 
The annual subscription to the Annotated Tax Cases 
is 30s post free, the publishers being Gee & Со (Pub- 
lishers) Ltd, 27-28 Basinghall Street, London, ЕС2. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 
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Тће Chartered Accountant Students' 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


historical background of the Companies Act’, by Mr 
Т. Р; E. Curry, Barrister-at-Law. Chairman: Mr R. P. 
Matthews, ј.Р., B.COM., F.C.A. 


Tuesday, 6.0 ф.т.: : Fim and demonstration of Powers- 
Samas punched-card accounting (limited party). Squash 
racquets match v. Honourable Artillery 

7.30 p.m., at Southend: Lecture on 
accounts’, by Mr К. Glynne Williams, F.C.A., F.T.I.I. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) 'Audit practice and methods', by Mr W. K. 

ells, B.A., F.C.A.; and (2) “The law of sale of goods’, by 
Mr A. C. Staples. 

7.0. p.m., at Chelmsford: Lecture on 'Standard costing 
and budgetary control’, by Mr С. E. Saunders, A.c.w.a. 


SEVENTY-FIVE YEARS AGO 

From Qe Accountant оғ NOVEMBER 20TH, 1880 

A leading article entitled 
AUDITORS WANTED. 

The folly of locking the stable door after the steed 
has flown, has become proverbial; but it is an act 
which many commercial men not otherwise lacking in 
forethought or discrimination are constantly commit- 
ting. These comments have reference to the reports of 
the defalcations of secretaries and cashiers which 
frequently appear in the papers, and in which it is 
quite the usual thing to find that after suspicion has 
been aroused by the departure of the erring one, 
pe rofessional auditors are called in to audit the books. 

ог instance, in the account of a charge, made at 
Birmingham a few days ago, against a clerk, of having 
detailed his employers of £170 in three months, we 
read that his employers “finding several irregularities 
in the prisoner’s accounts discharged him: subse- 
qo the books having been audited, the prosecutors 
ound out what they might have learnt much sooner | 
by calling in an auditor at the proper time.” The \ 
usual answer is that the employers felt the “utmost i 
confidence"—some Liverpool merchants have ге- 
сеп у paid between £10,000 and {£11,000 for their 
confiding trustfulness—but this plea in no way, 
mitigates what amounts to a moral culpability on the 
part of the employer. It would seem to be only an 
ordinary business precaution, and one of undoubted 
economy in the end, to call in a professional auditor 
regularly, and as a matter of course; instead of this, 
some firms apparently only summon the auditor 
when they wish to learn exactly how much they have 
lost by not employing him before. 
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AN AMERICAN ANNIVERSARY 


UR American contemporary, The Journal of Accountancy, 
hich is the official publication of the American Institute 
of Accountants, has this month produced its fiftieth 
anniversary issue. The rise of the Journal has been so much as- 
sociated with the spectacular development of the accountancy 
profession in the United States that this notable jubilee might par- 
donably have been made the occasion for an autobiographical 
fanfare. Instead, the editors have modestly contented themselves 
with reproducing brief extracts from past editorials which deal 
graphically with some highlights of the past half-century. The 
bulk of the issue is given over to eight eminent accountants, each 
of whom deals with one aspect of the present state of their pioi 
sion and of its future prospects. 
It is evident that in its earlier editorials the ‚Journal was an 


` outspoken critic of the imperfections of the profession and of some 


of its practitioners. In 1906 it describes accountancy as a business 
rather than as a profession and, two years later, roundly condemns 
self-advertising as ‘blatant and offensive egotism’. In 1912, with 
admirable prescience, it makes what must have been one of the first 
references to management accounting when it suggests that the 
accountant is beginning to be looked upon as ‘a business physician’. 
It comments, in 1929, on the Wall Street crash and, ten years later, 
on the McKesson & Robbins case which ‘shocked the accountancy 
profession into breathlessness’. Those who are familiar with the 


. present-day flow of well-informed American accounting text-books 


and treatises may find it difficult to believe that, at the turn of 
the century, there was no. indigenous professional literature. 
The influence оп accounting and accountants of those forthright 
leading articles in the formative years of the -profession must, 
therefore, have been profound. 

The old arguments about the spheres of influence of heredity 
and environment on the lives of individuals may be applied with 
equal force to the progress of professions. Accountancy in 
America, as in this country, has reached the honoured position it 
now occupies partly because some of its first practitioners had 
the vision to form themselves into an organization 'to promote and 
maintain high professional and moral standards', and partly 
because, called into being by the tremendous expansion of com- 
mercial and industrial enterprise of the last century, it has con- 
tinued to grow and mature in this prosperous atmosphere without 
sacrificing any of its original ideals. i 

The problems which now confront the profession in America 
are similar to those uppermost in the minds of accountants in the 
United Kingdom and, indeed, in any other progressive country. 
The principal one – and it is the underlying theme. of the eight 
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special articles which appear in the Journal — ів 
how to organize the profession so that it may cope 
successfully with the ever-increasing demands for 
its services. "Гћеге is no need to analyse here the 
reasons why the profession would appear to be 
permanently inundated with work. They all 
stem from the desire for more detailed financial 
information ~- by shareholders and prospective 
shareholders, by the tax authorities and other 
Government departments, by management and 
by, inier alia, bankers and economists. Also, 
the information asked for, as well as growing in 
volume, is changing in character. The more 
complex our industrial society becomes, the 
greater is the degree of accountability required. 
One consequence of this is that the standard – we 
might almost say old-fashioned — form of annual 
financial statement on which the accountant is 
asked to express an opinion has been supple- 
mented by innumerable others and each varíation 
calls for the necessary adaptation of philosophic 
outlook and for a fresh appraisal of the checking 
techniques to be applied. 

The diversity of duties which devolve on the 
modern accountant raises the often-discussed 
subsidiary problem as to whether or not he should 
specialize in any one branch of professional work. 
To this, as to the main problem postulated above, 
there can be no final and universal answer. The 
activities of the accountancy profession are 
necessarily regulated by the nature and extent 
of the demands for its services by industry and 
commerce and while these are, and are likely 
always to be, subject to ceaseless evolutionary 
change, the policy of the profession can only be, 
in the most general terms, one of resoluteness 
and resilience — resolute in its adherence to its 
.basic moral standards and resilient to the claims 
made on it by its capricious client, the inconstant 
modern world. 

Some idea of what the exercise of the latter 
quality entails may be observed from a brief 
consideration of the change of emphasis down the 
years in the accountant's approach to auditing 
which still remains, despite the broadening of the 
range of its activites, the staple, work of the pro- 
fession. In its earliest phase — and in this country 
that entails going back more than a century – the 
object of an audit was to reassure the proprietor 
that his employees were not defrauding him. As 
most businesses were then у operated on a | relatively 
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small scale, near-certainty on this point could 


usually be established by the expedient of ex- 


haustive checking. Then came legal recognition 
of the principle of limited liability and the con- 
sequent expansion of corporate investment. With 
the advent of the part-proprietor, or shareholder, 
the auditor's responsibility became more difficult 
to discharge, because not only was the combination 
of ownership and management (reputedly the best 
form of internal control) weakened, but also 
many joint-stock companies were able to carry on 
business on a scale which made extensive detailed 
checking impracticable. Under modern condi- 


‘tions, the auditor now relies on scientific sample 


checking and the efficiency of the system of inter- 
nal control as the main deterrents to fraud. His 
main concern is to report to the shareholders on 
the overall adequacy and accuracy of the financial 
accounts submitted to them by their directors. 


In attempting to envisage the character of ' 
auditing in,:say, another decade, the mind im- , 
mediately stumbles on the enigma of electronics. | 


In considering this, one of the Yournal’s special 
contributors makes the intriguing suggestion 


that the audit programme of the future might ђе : 


recorded on magnetic tape. The computer would 


be instructed to make a test check, based on _ 
scientific sampling lines, of the records stored in | 


its interior and thereafter to print its findings. 
These would be compared with the independent 


evidence of customers, banks and other sources, 


and incorporated in the auditor’ 8 working-papers. 
To whatever extent electronics may revolutionize 


P 


the techniques of auditing — and, at this stage, the . 


above is as good a guess as any — it is safe to assume 
that the necessity for an audit will remain. It is the 
duty of accountants, therefore, to make themselves 


familiar with the progress of this new and chal- . 


lenging development. 
. In an editorial in its first issue, the editors of 
The Journal of Accountancy expressed the belief 
that its inception marked 
... the beginning of a movement which has for 
its object the establishment of accountancy in law 
_ and opinion as a learned profession’. 


‘This belief has been fully justified by events. 


E 


We congratulate our respected contemporary 
on the completion of its first fifty years of service 
to the accountancy pro ession, not only in America 
but wherever else in. the world ee a opinion 
and constructive. criticism pre. “welcomed, yi 


~“ 


~ 


=> 
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FINANCE BILL-III- 


DIVIDEND 


. Clause 4: Introduction 
Е LAUSE 4 and the Third Schedule to the 
( Finance Bill are aimed at certain trans- 
actions whereby a person buys shares 
which are swollen with accumulated dividends, 
takes the dividend, and then recovers the tax 
which is deemed to have been deducted from 
them. The transactions now under attack are of 
two kinds. In the first kind the buyer of the shares 
i$ trading in them. He buys at a price which 
reflects the accumulated profits, takes a large 
dividend, and sells at a price which reflects the 
fact that the profits have gone. His ‘loss’ is set 
off against the dividend and accordingly a major 
part of the tax which is deemed to have been 
deducted from those dividends goes into his 
pocket. 
The example given on the second reading of the 
ВШ may be summed up as follows: 


Cost of shares . 100,000 
Dividend received vs i 92,000 
Shares resold for .. `.. у .. . 8,000 
‘Trading ‘loss’ - 92,000 
‘Tax recovered on ‘loss’ at 8s 6d | ^ 39,100 · 


The example is somewhat ЕТИ but it 
shows that a very considerable profit can be 
made out of the vagaries of tax law. 

"Ihe second kind of transaction is where the 
operator is not trading in shares but is entitled to 
repayment of any tax deducted, on the grounds 
that it is a charity or an approved superannuation 
fund. To such a body, shares which are swollen 
with dividend are much more valuable than to a 
person who is chargeable to tax, particularly if 
he happens to be a surtax payer as well. In a 
transaction of this kind, the price of the shares 
can be so arranged that in effect the exempt body 
is passing on to the seller part of the exemption 
which the State intended should be enjoyed by 
that body alone. 

"These two kinds of transaction are the subject of 
sub-clause (1) and sub-clause (2) respectively of 
clause 4. The remainder of the eight sub-clauses 
contain supplementary matter. The Third Sched- 
ule lays down rules for ascertaining when and to 
what*extent dividends’ аге “paid out’ of profits 
wich were earned" by the'paying company in a 
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period before the recipient acquired the shares. 
The clause applies in, terms only to ordinary 
shares, but these are widely defined so as to in- 
clude many other kinds of share. Again, the clause 
applies only where, broadly speaking, at least 10 
per cent of the total issue of a particular class of 


. Shares is acquired after October 26th, 1955. No 


doubt this limit is applied in order to save work 
in relatively small cases, but one is forced to 
wonder why it should be. wrong to turn over 10 
per cent of a {100 issue, and right to turn over 
.9 per cent of a £r million issue. ' 

Where a dividend, or part of it, 15 ; caught by 
clause 4 (1), the appropriate net amount is treated 
„ав a trading receipt and thus taxed again. Where 
clause 4 (2) applies, it withdraws the exemption 
‘which would otherwise apply to the amount in 
question. 

Clause 4 (1): Financial Concerns 
The conditions precedent to the application of | 
„clause 4 (1) are as follows: 

(1) А person acquires 'ordinary' shares of a 

~ company 

(2) after October 26th, 1955, and 

(3) becomes entitled to a dividend on them 

` (4) not more than six years after he acquired 
them, and 

(5) while he is trading in shares or investments, 

and ^ — 

(6) the dividend is (to any extent) paid out of 

. profits ‘accumulated’ -before he acquired 

the- shares. 

The question whether or not the first five of these 
conditions are satisfied will ђе fairly easy to 
answer. The sixth condition is more difficult. The 
Third Schedule, which will be considered next 
week, lays down elaborate arbitrary rules for 
deciding whether or not the sixth condition is 
fulfilled. `- 

If all six conditions are satisfied, it remains to 
apply what may be called the 10 per cent test. If 
the shares in question themselves constitute 10 
per cent or more of the total issued shares of a 
single class, the test is satisfied and clause 4 (1) 
applies. Moreover, a smaller quantity of shares 
‘may satisfy tlie test’ if, when aggtegatéd with 
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certain other shares of the same class, it constitutes 
10 per cent of that class. 

It is convenient here to consider whet сЕ 4 
means by the words ‘company’, ‘person’, ‘share’, 


‘ordinary share’ and ‘class of share’. Clause 4 (8) . 


pieno as follows: 


4 (8) For the purposes Pi this section and the 
said i cie ЋЕ to this Act: 

(a) company" includes any body corporate, but 
does not extend to a company not resident in 
the United Kingdom; 

(b) "person" includes any fund or trust, and any 
body of persons; 


(c) “ordinary share" means any share other than a` 


fully-paid preference share carrying only a 
right to dividends at a fixed gross rate per cent 
of the nominal value of the зћаге, being a rate 
which in the opinion of the Commissioners 
having jurisdiction in the matter does not 
substantially exceed the yield generally obtain- 
able on preference shares the prices of which are 
quoted on stock exchanges in the United 
Kingdom, and “share” includes stock other 
than debenture or loan stock; 

(4) shares shall be regarded as of different classes 
if -the rights and obligations respectively 
attached to them are as regards the payment of 
. dividends or the amount paid up or in any 
other respect distinguishable; о 


- It follows from (d) that for the purpose of 
applying the то per cent test, only shares of pre- 
cisely the same class are to be aggregated together. 
As so aggregated they are to be compared with the 
total issue.of their own individual class. 

Aggregation of the shares which. have satisfied 


the six conditions precedent with other shares . 


of the same class, arises in the three different ways 
specified in clause 4 (1) (a), clause 4 (1) (b) and 
_ Clause 4 (3) respectively. Clause 4 (1) (a) brings in 
any other shares of the class if a.dividend is 
payable on them to the person in question and 
he acquired them after October 26th, 1955, and 
not more than six years before the dividend 
becomes payable. In other words, clause 4 (1) 
cannot be avoided by buying shares in several 
blocks, each block being less than 10 per cent of 
the total class issue. 

Clause 4 (т) (b) applies where the trade of deal- 
ing in shares or other investments is under the 
same control as another trade of dealing in shares 
or investments. In that case any shares, the divid- 
end on which is payable to a person carrying on the 
other trade, are to be brought into account if that 
other person, acquired them after October 26th, 
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1955, and not more than six years before the divid- 
end becomes payable. T'o decide whether the two 
trades are under the same control, it is necessary 
to turn to clause 4 (8) (f) of the Bill and to Section 
333 of the Income Tax Act, 1952. Two trades 
regarded as under the same control are: 

(1) the person carrying on one trade is a body 
of persons over whom the person carrying, 
on the other trade has control; or 

(2) both the persons carrying on the two trades 
are bodies of persons under the control of 
a third person. 

‘Body of persons’ includes a partnership. The 
word ‘control’ in (1) and (2) has the meaning 
assigned to it by Section 333 of the Income Tax 
Act, 1952, subsection (1) of which provides, 
inter alia, that 
` * “control”, in relation to а body corporate, means 

the power of a person to secure, by means of the 

holding of shares or the possession of voting power 
in or in relation to that or any other body corporate, 
or by virtue of any powers conferred by the articles 
of association or other document regulating that ` 
or any other body corporate, that the affairs of the 
first-mentioned body corporate are conducted in 
accordance with the wishes of that person, and, in 
- relation to a partnership, means the right to a 
share of.more than one-half of the assets, or of more 
than one-half of the income, of the partnership". 
~ The third provision for aggregation is contained 
in clause 4.(3) which applies to clause 4 (2) as well 
as to clause 4 (1). In relation to clause 4 (1), 
sub-clause (3) applies where: 

' (1) two or more persons are each carrying . 
on a trade of dealing in shares or invest- | 
ments; and u 

(2) each has acquired Shares in a company; and 

· (3) in so acquiring those shares they were. 
acting ‘in concert’. aA 

Where these conditions are satisfied, then in ' 
applying clause 4 (1) to a dividend payable to one. 
of the persons, on shares which were so acquired 
(or shares acquired in right of those: shares), 
there have to be brought into aggregation the 
shares (being the shares acquired by the other 
person or shares acquired by him in right of those 
shares) on which a dividend is payable to the 
other person. The reference to shares acquired 
in right of other shares includes a reference to 
shares acquired in pursuance of an offer or in- 
vitation which was restricted to holders of Mose, 


other shares (clause 4. (8) (e)). 9 
. (To be continued.) . 
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;: COMMERCIAL ACCOUNTANCY IN BRAZIL 


„Accounting Control for a Merchanting Business. and Four Works 


by А. D. CUTHBERTSON; A.C.A., Rio de Janeiro 


allowed less liberty of expression than in 
England and is required to comply with 
the accounting provisions of the Commercial 
Code of 1850, which was based on the Napoleonic 
Code, and with other accounting requirements 
incorporated in the sales tax and income fax 
laws. 
; By article 11 of the code, all traders are 
required to keep a journal and a letter copy-book 
and, by subsequent articles, are instructed to 
,enter in the journal individually and with clarity 
‘all business transactions; it is, however, expressed 
. аз adequate to enter totals of small expenses оп 
‚ the days on which they are withdrawn from the 
cash fund; furthermore; retailers need record 
only the daily totals of cash sales. 

The annual balance sheet must be written in 
the journal. All outward letters with any accom- 
panying accounts etc. must be copied in the 
letter book. 

Both the journal and the letter.book must be 
bound, the folios numbered and in addition the 
books must be rubricated before use by an 
official of the Departamento do Comercio, who 
initials every folio and completes an opening 
certificate on the first page. These official books 
must be written up in business form and the 
entries in chronological order of day, month and 
year, without any blank spaces and without 
inter-lining, rubbing out, scratching out, or 
correction. The impracticability, in the case of 
large businesses, of following the code’s require- 
ment to enter all transactions in one journal 


(Castor ie 16 accountancy in Brazil is 


has led to a modification, juridically sanctioned,- 


whereby subsidiary rubricated journals may be 
used provided that the totals are taken into the 
main journal. 


Transfer of Goods 
Under the consumption tax laws, a transfer of 
goods must be accompanied by a nota fiscal, or 
delivery note, giving both quantities and values. 
Unless the note is in respect of a cash sale, the 
seller is obliged to issue, within ten days (ex- 
‘tended to thirty days in R$o de Janeiro), a fatura or 
invoice, which may include all the notes of the 
month fer the customer concerned. The fatura 
must also be accompanied or followed by a 


duplicata, which is a copy of the fatura without 
its details but in a form which calls for acceptance 
by the customer, after which it becomes a 
negotiable instrument; in practice, duplicatas 
are usually lodged with a bank for collection 
without acceptance. Registers of duplicatas and 
of cash sales are obligatory and, under an 
income tax decree of 1947, registers of stock- 
in-trade and of purchases joined the list of 
official books, all of which must be written up in 
‘conformity with the Commercial Code. 


Influence of Taxation 

As far as my information goes, it would appear 
that the requirements of the Commercial Code 
used not to be very strictly followed in Brazil, 
where observance and enforcement of laws in 
general take much the same course as in other 
Latin countries. In matters of accountancy, 
however, the position is now quite different. 

The change dates from the introduction of 
income tax in 1926 and the consequent appoint- 
nient of tax inspectors who, unlike their English 
counterparts, visit the taxpayers’ offices and 
examine the books and their relationship to the 
returns submitted. 

The authorities have wide powers of enforce- 
ment of the regulations and if it can be shown 
that the books have.not been kept in accordance 
with the Commercial Code, the returns may be 
rejected and an assessment made on the total 
value of sales instead of on profits; this may 


happen in cases where the errors were innocent 


and; from a fiscal point of view, were irrelevant. 

Such a legal position obviously confers on the 
visiting inspectors an extra-legal status that is 
quite formidable and with the recent introduction 
of the Spanish system of rewarding inspectors 
by a percentage of additional tax gathered, it is 
not surprising that they show considerable 
keenness in the performance of their duties. 
In these circumstances it is best to avoid possible 
disputes by adhering strictly to the letter of the 
law. 

At first encounter, the requirements of the 
code appear as obstacles to the operation of an 
efficient and economical system of accounting, 
but a careful study of the subject convinced me 
that the requirements could be used as. struts 
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to provide that rigidity” which I believe is: 


necessary in an efficient accounting’ system. 
Having now had an opportunity of testing my 
theories and installing a system which functions 
smoothly and appears not only to satisfy local 
legal requirements but also to provide a form 
of accounting control easy to operate and ex- 
tensive in its embrace, I have made some notes 
thereon which: may be of general interest. 


The Company and its System’ 

: The company concerned operates directly and 
through two subsidiary companies, a merchanting 
business and four works with a diversified range 
of products from pig-iron and steel ingots to 
domestic hardware and screws and nails; the 
ownership and management are wholly Brazilian 
and the payroll of approximately 3,500 includes 
only two who speak English.. 

All purchases and sales and most of the related 
accounting records are centralized, but each 
works has now been given full responsibility in 
all other accounting matters and forwards to head 
office each month final accounts supported by a 
booklet of statistics amplifying the departmental 
cost statements. Head office, however, retains 
‘control as all local cash statements and journal 
vouchers are drawn in duplicate and the works 
een ledgers are duplicated at head office. 


J gurnal 


The problem of having journals which fulfilled 
a useful purpose beyond formal compliance with 
the law was solved by the use of carbon-copy 
journals, written up Ђу machine simultaneously 
with the ledger cards, and by the employment of 
subsidiary journals, thus enabling the main 
journal entries to be restricted chiefly to totals 
taken from the subsidiary books. In certain cases, 
such as the bank receipts and the bank payments 
journals, the subsidiary journals are hand written 
and in columnar form but otherwise where 
analysis is not required they are machine lists of 
entries with cumulative totals. 

In the sales accounts section the subsidiary 
journals are restricted to (а) sales journal; (5) 
collections journal; and (c) transfers journal, 
which records all entries not passing through 
‘either of the others. Sales entries are made from 
copies of delivery notes, or invoices in certain 
cases, and a daily control shéet links the totals 
with the advices from the different · works. 
Collections are booked from the’ original docu- 
"ments and are proved daily with the general 
accounts department entries. "Any ‘other etitry'in a 
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customer's account, including the debit of a 
payment, is made the subject of a special transfer 
journal voucher and in this case a manuscript 
columnar journal is used. In the purchases 
accounts department three similar subsidiary 


journals would suffice, but we find it convenient. 


to divide the purchases journal by works. 
The necessity of passing the totals of subsidiary 


journals through the general journal has brought: 


into being a group of transitory accounts which 
facilitate sectional proving of the entries. ‘Thus all 
collections from customers are credited to 
collections in suspense account which is closed 
at the end of the month by the entry crediting the 
total of the subsidiary sales collections journal to 
the customer's total account. 

А. form of voucher is used for the general 
journal setting out the complete entry in debit 
and credit with the exact narrative to be copied 
by the machine operator and giving references 
etc., not required in the journal, at the foot of the 


voucher. The vouchers are divided into two 


series for each month; the first covers all the 
standard entries which are repeated each month 
and the second is restricted to exceptional or 
correcting entries; thus 10/1 and 10/2 relate to 
normal monthly entries and о/тох and 10/102 
to special entries in October. At the works, 
special entries are passed in another series 
starting at 201, the тог series being reserved 
for entries made in the works’ books by head 
office. Since’ almost all accounting work is 
repetitive, it has been. found possible to prepare 
for the various works and offices skeleton monthly 
vouchers, of the. first series complete with the 


necessary narrative; these models also provide | 


a useful means of issuing instructions as to 
preparation, references to be inserted and the 
dates for forwarding which are strictly controlled 
and co-ordinated by head office. An important 
point to stress is that the first series of vouchers is 
in itself complete and includes all entries, such as 
full provision for accrued expenses and grossing 
up of sales ledger balances (and the reversal of 
like entries the previous month) which are 
required for the preparation of final accounts and 
balance sheet each month. 


Code of Accounts | 


"Clarity can best be achieved and waste of time 


avoided if there is only one way of recording 
‘each transaction: an attempt- was, therefore, made 
to anticipate every type of entry which might be 
required and" appropriate written "instructions 
were issued. An important featuré“of*this 
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planning was the code of accounts which, in our 
case, is divided as follows: - 

10 to 9g Accounts for incorporation in operating 
or profit and loss accounts. 

roo to 199 Asset accounts. 

200 to 299 Capital, reserves and liabilities. . 

300 to 330 Transitory accounts for closure each 
month. 

. As it is always easier to collect and add than to 
analyse and divide, we make great use of sub- 
accounts and have as many as eighteen for 
sales expenses and with general expenses carry 
the analysis in this way to twenty-nine different 
headings. In all cases where sub-accounts are 
used in the first group, i.e. operating accounts, 
summary accounts record the monthly movement 
by sub-account to give the total under the main 
heading. 

_ Another feature of our general ledgers is the 
use of memoranda cards. For example, each bank 
account is followed by a card giving the monthly 
reconciliations in columnar form and, as one 
company has twenty-nine current accounts almost 
all active, this form of control saves considerable 
time. Also when any expenditure, such as insur- 
ance, is written off on a time basis, a memorandum 
card records the complete distribution, month by 
month, made at the time of the disbursement. 


Works Accounting 
Head office does not record in the T 
ledgers any. departmental analysis but the local 
copies of these ledgers include in memoranda 
accounts a break-down of all appropriate accounts 
by departments. All expenditure capable of 
direct allocation departmentally is so analysed at 
the works in the cash sheets and on the journal 
vouchers and posted to the memoranda accounts; 
indirect expenses, on the other hand, are dis- 
tributed on the production statement but the 
apportionments are not recorded in the books. 
After closing its entries each month, a works 
sends to head office the: following financial 


statements which are due there not later than the: 


twenty-fifth of thé following month. 

(1) Production statement. This is prepared in 
'costing form (see appendix) and is provided 
with columns: to record accumulated total costs 
‘for the year to date, total costs for the month and 
the separate monthly costs of the individual 
production and service departments. After credit- 
ing transfers in respect of work done, balances in 
the service department «columns are eliminated 
as unabsorbed overheads leaving the final result 
as.the.;gost of ‘the. output of. the RA GI 
;departments.. ~ i4. 
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(2) Profit and loss account. Here are shown 
unabsorbed overheads and other miscellaneous 
items such as rents and interest; the total of the 
production statement is also debited and on the 
credit side appears the value attributed. to 
production which, where practicable, as in 
the case of an output confined to pig-iron and 
steel ingots, is the cost of production; ‘but in 
other cases the value may be based on estiinates. 
Where there is a diversified range of products, it is 
found necessary to pass entries to the finished 
stock accounts in values calculated outside | the 
production: statement and in such cases 'the 
departmental totals of cost and of value attributed 
to production will not agree and the difference 
will be reflected in the profit and loss account. 

(3) Closing trial balance of balance sheet accounts: 
Each works also prepares:a monthly booklet 
of costs and statistics, giving detailed depart- 
mental costing information and comparisons 
with previous periods. These costs and statistics . 
are due at head office on the last day of the month 
following the month to which they relate and now 
arrive on time and in one сазе usualy with a 
week to spare. 


2. Final Accounts at Head Office | 
The final statements received from the works 


-each month are checked with the works’ ledgers 


written up at head office and, production state- 
ments excepted, are incorporated in columnar 
summary books which have the folios cut down to 
permit twelve month’s entries without repeating 
the account titles or code numbers. In these books 
the works’ figures join those of head office and 
are summarized in final profit and loss account 
and balance sheet form by companies. Last stage 
of all, another summary book records the monthly 
consolidations of the profit and loss accounts and 
balance sheets of the three companies. Аз has 
already. been explained, each month's entries are 
complete and nothing distinguishes the annual 
published balance dh from the monthly ones 
apart from the inventory verification and the 
resulting adjustments which do not delay the 
closure of the books. . : 

Ву fixing a time schedule for all accounting 
operations and dealing with delays in their early 


‘stages, it has been found a simple matter of 


routine to complete each month's entries and the 
typing of the final and consolidated accounts 
within thirty days of the balance sheet date. 
The actual typing is done direct from the 
columnar books and no other drafts or schedules 
are made apart from adding machine lists of 


;balances and.annpal inventories. of. assets., 
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QUALITIES OF A CHARTERED ACCOUNTANT 
SITUATIONS DEMANDING CLEAR THINKING 
by Е. E. ELLMER, M.A., А.С.А., A.C.I.S. 


HE comments made at the autumn meeting 

by the President of 'The Institute of 

Chartered Accountants in England and 
Wales on the qualities which the would-be 
chartered accountant should possess, present a 
timely opportunity for considering the extent to 
which the laudable characteristics mentioned are 
likely to be put to the test in the post-graduate 
years, when a manifestation of virtue may not 
always meet with the acclamation so confidently 
anticipated. 

Integrity, as expressed in that devotion to the 
principles of good citizenship, and to the ethics 
of a profession, may be, sorely tried when, for 
example, attempts to’ produce some unfair 
advantage -in the terminology of citizenship — 
or unjustifiable gain = in the terminology of the 
profession - through the seemingly innocuous 
medium of the accounts, are discovered and 
challenged. 
| Power of Analysis 
The power of analysis which must distinguish 
the successful career is less likely to engender the 
strained atmosphere which a ‘show of integrity’ 
may produce. 

But even when contemplating so ünemotional 
a feature as the resolving of a whole into its 
constituent parts, delicate situations may well 
arise. 

If diplomacy of a dass order fails to launch 
successfully an unpleasant piece of analysis before 
the managerial eye – а frequently biased organ ~ 
; patience and faith will be called upon for support 
as the offending computations are hurled across 
the table. 

So with balanced judgment. Fortitude must 
be exhibited when the judgment is criticized, and 
finally rejected, in spite of its soundness. There 
must be no reversal of judgment when vindicated 
after exhaustive checking: self-confidence is on 
trial, and must state its unswerving case. 


Self-expression, too, may be challenged when’ 


translated into the written word. Top manage- 
ment may have forceful ideas on literary style, 
but in this particular sphere no personal detri- 
ment will be inferred if ground is yielded. 
Impartiality іп a board dispute may alone 
preserve the dignity which is expected of top 


level convocations. Equanimity in the face of 
comments emanating from an incisive mind 
activated by intuition, may ward off dismissal. 

And overall, that greatest of virtues, a sense of 
humour, that indefinable quality which enables 
a reverse to be accepted with a smile, must be the 
hall-mark of the qualified accountant. 

Perhaps no situation calls for a more effective 
display of virtues - of which goodwill under 
such circumstances heads the list – than that in 
which the role of a missionary has to be under- 
taken. That such a situation should arise at all 
is no more than a vindication of the prime 
necessity for financial as well as operational 
planning. 

Unfortunately, however, there have been in- 
stances where financial control ab initio has 
been entirely lacking, and, unless the activities 
are crowned with success, the inevitable con- 
clusion takes place, with loss of money, reputa- 
tions, and confidence. 

То be cast into such a maelstrom will be to 
subject our qualified man to one of the sternest 
tests which he is likely to encounter in his entire 
accounting life. 


Greatest Strain on Self-control 


Under such conditions every good quality will be 
tested to breaking point. The characteristic to 
take the greatest strain will undoubtedly be self- 
control. Next will come the ability to educate, 
for in the power to convey the necessity for 
scientific accounting to 'men of action' lies the 
greatest hope of a proper monetary assessment of 
their activities. 

Not that our pioneer is likely to meet no ac- 
counts at all. It may be worse than that! 

He may well find the greatest maze of unsifted 
statistics imaginable, and to his horror he may 
discover that ‘balance sheets’ have been evolved 
from these veritable heaps of figures and then 
‘the most unkindest cut of а – аё it has 
been thought that he has been sent to ‘audit’ 
these master-pieces of accounting monstrosity! 

To audit the unauditable, to account for the 


unaccountable — there is, indeed, the greatest 


proving ground on which our happy warrior can 
ever hope to do combat. | 
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аа OF CONSOLIDATION : 


by PETER D. TAYLOR, А.С.А. 


‘Sm?’ 
‘Come in, John.’ 

“Сап I interrupt you a moment, please?’ 
‘Certainly. What's the trouble?’ , 

‘Consolidated accounts, sir.’ 

“АЫ That really is trouble. You've reached 
that. point in your studies have you?’ 

‘Yes. I was wondering whether you would 
explain the principles to me. It seems a very 

complicated subject.' 

‘You're quite right, John; it is a complicated 
business in practice as well as theory. But if 
you bear in mind the purpose behind the numer- 
ous adjustments, you'll never get lost. Because 
that's what happens you know; people understand 
all they read, and then they get lost among the 
detailed adjustments.’ 

"That's exactly how I feel, sir.’ 

‘Now this is the way I think of it. There are 
four main principles. One, the substitution of the 
net assets of the subsidiary for the shares held 
by the holding company. Two, the cancellation 
of inter-company transactions. Three, the isola- 
tion of pre-acquisition profits. And four, the 

‘isolation of the minority interest, if any. The 
rest is only simple arithmetic, really.’ 

Га like to make а note of those points if I may. 
The first was the substitution of the net assets 
for the shares. Can you explain that a bit more? 

‘Yes. I'll give a simple example. Suppose you 
and I are both limited companies with an issued 
share capital of £1,000. Our assets in each case 
consist of one car, value „1,000, and our 
liabilities are nil. Now I increase my capital by 
a further £2,000 cash, making a capital of £3,000, 
represented by assets of £2,000 cash and [1,000 
for my car. Suppose I now purchase all the 
Shares in your company at £2 per share; my 
assets are now: investments £2, ооо, car £1,000. 
All right 80 far, John? 

“Yes, sir.’ 

‘If we consolidate our accounts at this stage, 
the investment, i.e. shares in your company, is 
replaced by the net assets of your company. In 
other words, the value of your car is added to 
mine, and in the consolidated balance sheet, the 
cars stand at £2,000. But note that I paid £2,000 
for {£1,000 of shares. The excess of {1,000 is 
presumably paid for the goodwill attached to 
your company. So the consolidated .accounts 


Џ 


show my share capital £3,000, cars £2,000, and 
goodwill £7,000. 

*What's “balance arising on consolidation” sir? 

“The same as goodwill. There are many names 
given to it.’ 

.'And what if you had paid {£500 for ту 
£1, ooo shares? Would that be а credit-goodwill?" 

‘Yes, but it's treated as a part of capital 
reserves. Now, if that's quite clear we'll go on 
to the second point – inter-company transactions." 

‘Right, sir.’ 

“This covers straightforward inter-company 
indebtedness, a credit in one and a debit in the 
other; and they just cancel out. Тће complication 
that arises here is when the amounts differ.' 

*How can they differ? 

*Oh, in many ways. Suppose goods are in 
transit. They will have been debited by the 
sender, but not credited by the receiver. To 
adjust this the goods can be written back into stock.' 

"That seems straightforward, but there always 


seems to be further confusion as to whether it. 


should be the selling price or the cost price.’ 

. ‘Now be careful there, John. There are two 
separate problems involved and you must always 
differentiate between them. This second problem 
arises out of the elimination of any inter-company: 


profit. Obviously, from the group’s point of , 


view, a profit is not realized by selling within 
the group, and any such profit is written back 
to the profit and loss account — provided it 
remains in stock of course.’ 

‘In other words, sir, it’s only the profit part of 
goods remaining in stock within the group that 
is written back?’ 

"That's right.’ . 

‘Are there any more inter-company transactions. 
in which the two sets of figures may differ?’ 

“Yes, John, there’s another important class: 
dividends, interest, royalties, and suchlike. These 
may be shown gross in the paying company’s 
accounts and net in the receiving company’s. The 
adjustment is to the income tax account, obviously.” 

"That's clear enough, sir. The next point was 
pre-acquisition profits, wasn't it? 

. "Yes. It's a basic principle that all profits and 
reserves existing at tle date of purchase are 
capitalized. In practice it is sometimes difficult 
to determine precisely the date of purchase; also 
there’ mày Бе some doubt on what .constitutes 
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"reserves" which are capitalized and “liabilities” . . 
which aren't. But from a theoretical viewpoint it - 


is simple — transfer to capital reserve all free 
reserves existing at the date of take-over, together 
with the profit earned to that date.’ 

‘I understand that, sir. What was the last main 
principle?’ 

‘Minority interests. We've assumed up to now 
а 100 per cent holding. But this is not always the 
case, and for example there may be only a 9o per 
cerit holding. The remaining 10 per cent repre- 
sents a liability as far as the group is concerned 
and it is always shown as a separate item.’ 

"That's easy, it’s just one-tenth of the shares.’ 

‘No, it isn’t only that, John. You've got to 
add IO per cent of capital reserves, of free 
reserves, of profits pre-.or post-acquisition. You 
see, the minority shareholders really own 10 per 
cent of the net assets.’ 
‘Is it the same whether they are ordinary or 
preference shares?’ 
“No, a minority holding, or a holding of any 
sort for that matter, in preference shares is shown 
as share value plus accrued dividends. Ordinary 
shares carry their proportion of reserves and 
profits. The assumption is that after providing 
preference shareholders with their return of 
capital and accrued dividends, the balance belongs 
«о ће ordinary shareholders.’ 
‘Well, thank you, sir. That’s about all, isn’t it? 
"That disposes of the main principles at any 
rate. The rest is just a matter of adding the 
similar assets and liabilities.’ 
“Always?” 
‘Not quite. For instance, a bank overdraft is 
not set off against bank balances in hand unless 
they are with the same bank. Also the goodwill 
or, capital reserve arising on consolidation is 
generally shown separately.’ 
‘I see, sir.’ 
è ‘Tf you understand the main principles you 

shouldn’t go far wrong. The trouble is that more 
than one of the principles turns up at the same 
time and unless you can. sort them out in your 
own mind it's easy to get confused. Any questions 
you would like to ask?’ 

‘No sir, I think I'll be able to follow it now. 
Thank you very much, sir.’ 

‘Just a minute, John. That’s only the balance 
sheet. There's the profit and loss account as well.’ 

‘Haven’t we dealt with that? 

"Yes, as it is applied to one individual item on 
the balance sheet, namely, the balance on profit 
and loss account. But. sometimes questions are 
set on the profit-and-loss-aceount-alone.'--- 


• 
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*Doesn't that. amount to the same thing?' 

*The principles are exactly the same. So in fact 
are the adjustments involved; but the approach 
is different and it can easily be confusing.’ 

‘How is it different? _ 

‘Well, the difficulty is that you are dealing 
with only one aspect of double-entry; the other 
side ig not recorded. For instance, a transfer of 
pre-acquisition profits to capital réserve comes 
in as a deduction from either the balance brought 
forward or the current year’s profit.’ 

‘Presumably it can only be from current profits 
when take-over is during the current year? 

‘Just a minute! That's quite right, but you're 
digressing. The point is that the capital reserve 
account is not shown. So, as far as the particular 
question is concerned, there is a debit but no 
credit.’ 

‘Is the right thing to do to forget the other 

half of the double-entry all the time in these 
questions, sir?’ 
" ‘No, I don't think so. It helps to keep the 
position clear if you keep rough accounts showing 
the corresponding entry against each one in the 
profit and loss account.’ 

"That's still not very different from an ordinary 
question on a consolidated balance sheet.’ 
__Мо, that’s only part of the story. The other 
difference lies in the fact that we have to allocate 
each adjustment to an individual item in the profit 
and loss account. It’s just a case of “debit 
profit and loss account” or “credit profit and loss 
account”. The correct TM must be adjusted.' 

‘I understand that now, sir.’ 

‘Good. But remember that you can check the 
detailed working by calculating what the balance 
carried forward should be.’ 

“How do you mean?’ 

‘Just work it out in total as if it were one item 
in the balance sheet. It’s a form of cross check.’ 

‘I see — I think. Are there any other points to 
watch, sir?” 

"There's the usual one: more than one problem 
hidden in one item. And the additional complica- 
tion of minority interest. It is normal to show 
the minority interest in current profit as a debit 
in the profit and loss account, but this does not 
apply to the minority interest in the balance 
brought. forward; this is taken right out of the 
balance brought forward and does not appear · in 
the profit and loss account.’ 

“I think I understand that, sir, 

"Good. No questions?” 
' ‘No, sir. Thank-you very. much.’ 

‘Any time, John, you- know that.’ 
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WEEKLY NOTES 


. Royal Commission on the Civil Service 
Last week the Royal Commission on the Civil Service 
published its report. Its chairman was Sir Raymond 
Priestley, and one of the members of the Commission 
was Mr William Cash, M.A., F.c.A. The Commission 
was asked to decide whether any changes were desir- 
able in the principle which should govern pay or in 
the rates of pay at present in force, bearing in mind 
the need for a suitable relationship between different 
-categories of pay; whether changes were desirable in 
hours of work, overtime, remuneration for extra duty 
and annual leave; and whether any changes were 
desirable in superannuation. 


The General Pattern 
The Commission’s main preoccupation under its 
terms of reference has clearly been to make the 
administration grades of the Civil Service more 
‘attractive. An effort has been made to suggest salary 
scales and terms of employment which will ensure that 
those at the top of the Service are given salaries which 
will bear some relation to the remuneration which 
men of comparable ability get in trade and industry. 
It may be doubted if this aim has been fully achieved, 
but even so far as the recommendations have gone 
they will result in a much steeper upward curve in 
salary increments for the senior officials of the 
administrative service. In the middle and junior 
grades, there has been a general upward adjustment 
and this has been carried out with the minimum dis- 
turbance to comparative grades. The effect of this is 
shown in the accompanying table. 

At present the Civil Service staff work regular 
overtime, a practice not common elsewhere and the 
Commission consider this to be both inefficient and 
uneconomic. They think that it should be abolished. 
They recommend that the five-day week should be 

‘introduced as widely as possible in two stages, the 
first being the introduction of the 1o}-day fortnight, 
the half-day being caused by Saturday working. ‘The 

‘Commission recognizes that although the abolition 
of overtime and extra duty allowance would, by them- 
selves, bring a financial saving, the introduction of 

“е proposed rates of pay would involve further cost 

‘and more man-power may be necessary as the working 
week and overtime are reduced. 


. Specialists in the Service 
Although the Commission has been at pains not to 
upset: the relative position of different grades in 
;terms of salaries, they do recognize that an element 
of flexibility is neces in specialist staff. The Civil 
: Service is firmly of the opinion that the highest 
positions should be-held by administrators and that 
specialists who get to the top rank of the Civil Service 
should do so by being promoted out of their special- 
‘ism. This is a view held quite widely in business and 
it is certainly-desirable that the men at the top should 
have a wide experience-in dealing with policy matters. 


The Commission recognizes, however, that the num- 
ber and level of remuneration of specialists in trade 
and industry may well increase. Such an increase 
would, indeed, be a concomitant of a significantly 
higher level of productivity per worker in- this 
country which depends on there being a sufficiently 
highly-trained and well-paid body of professional 
men and specialists to plan and control higher out- 
put. Such a trend would inevitably affect the level of 
salaries in the specialist grades. of the Civil Service. 
The Commission hints at this possibility. 

. The Treasury and Civil Service associations are 
recommended to carry out a continuous fact-finding 
study by experienced staff to establish the com- 
parability of jobs in the Civil Service with similar 
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ADMINISTRATIVE 

































Crass (London) £ 
Permanent secre- 
tary... ES 4,500 6,000 
Deputy secretary 3,250 4,250 
Under secretary 2,600 3,250 
Assistant secre- 
ЈА .. |1,700-2,200 2,000-2,600 
Principal .. |1,245—1,595 | 1,344~1,620 | 1,300-1,850 
CLASS i 
Senior executive 
officer: ; 
London 1,125-1,325 | 1,215—1,431 | 1,220-1,450 
Provincial 1,077-1,257 | 1,109-1,295 | 1,140-1,370 
Executive officer: 
London 321-870 346-940 340-950 
Provincial 306-830 315-855 325—900 
CLERICAL CLASS d 
Clerical officer: 
London .. | 195-625 214-685 225-650 | 
Provincial .. 186—595 193-618 210-610 
SCIENTIFIC OFFICER 
Cass 
Principal scientific 
officer: 
London 1,245-1,595 | 1,344-1,620 | 1,300-1,850 
Provincial 1,185—-1,567 | 1,220—1,567 |1,220—1,750 
Scientific officer: 
London 514—925 555-999 | 575-1,000 ` 
Provincial 489-885 | 504-911 535-950 
Works GROUP OF : 
PROFESSIONAL 
Senior grade: 
London 1,470—1,595 | 1,588-1,620 | 1,600-1,850 
Provincial 1,390-1,571 | 1,432-1,571 | 1,500—1,750 
Main grade 
London + | 1,095-1,415 | 1,183—1,528 | 1,150-1,550 
Provincial 1,955-1,335 | 1,087—1,375 | 1,090—1,450 
MEDICAL. OFFICER 
~ Crass (London) • 
Senior medical 1. . . А 
"officer. ^... |, 2200 |- ·- 7 | 2,600 
` Medical officer: | 1,59572,100 | 1,620-2,100 H4650-2,250 

















и =" 


November 26th, 1955 


ones outside it and that this collection of information 
should include pay and conditions of work. In this 
way they would hope that Civil Service conditions of 
work would be constantly under scrutiny and that the 
‘revision of salaries would, therefore, be related to 
the market value of salaried officials. The Commission 
recommend that no change should be made in зирег- 
annuation arrangements. 


a "s Export Prices 

It was already known that October had been a good 
month for exports. The further details now released 
Show that the engineering trades made an important 
contribution to this good result with the exception of 
motor-cars. On the other hand, textile exports are 
still disappointing. 

, For the third consecutive month the United 
Kingdom’ s terms of trade (that is, the ratio of import 
to export prices) remained unchanged. On the 
import side, the price index for food, beverages and 
tobacco increased and there were higher prices 
recorded in some other foodstuffs which were par- 
tially offset by lower cocoa prices. T'he steady level 
of the terms of trade, however, hides a slight deteri- 
oration in the export price position. There was, in 
fact, a one point increase last month in the export price 
index of manufactured goods and a one point fall in 
the index of imported manufactured goods. It would, 
therefore, appear that export prices are beginning to 
reflect the impact of higher raw material prices and 
the higher cost of wages. There are circumstances in 
which a rise in export prices can be a favourable sign 
and it is certainly true that higher export prices 
improve the terms on which this country can pay for 
imports, Under present circumstances, however, an 
increase in export prices has to be viewed against the 
increasing pressure of competition in export marketa. 
While it is true that the decline in the Australian 
market is being offset to some extent by the improving 
prospects for British exports to North America 
(thanks to the United States boom), competition in 
this market is becoming increasingly severe: Such 
decisions as the recent one by Volkswagen to assemble 
cars in the United States on a mass-production basis 
(this plant at New Jersey has gone into production 
this month) is a sign of the intensity of competition 
which is developing. 


Mass Production of Cars 


Much publicity has been given in the last week to the 
new car project of Mr Harry Ferguson. Various 
inspired and uninspired guesses have been made as 
to the nature of the patents which Mr Ferguson 
wishes to acquire for producing his cars. Two points 
seem to be clear. First, whether he goes for a ‘people’s 
car’ or not, the whole exercise is based on the need to 
offer the motoring public the latest developments in 
car design at an attractive price. Second, no matter 
how skilful his team may have been at the drawing- 
board, cgpacity op.a large scale. le wil be. necesar ý to 
make-the-project-a reality. .— 
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This emphasis on the scale of production and the 
need to reduce costs is a very live one for the motor- 
car industry. The recent success of the Volkswagen in 
overseas markets, the controversy which blew up at 
this year's Motor Show ori the alleged conservatism 


.of British car design and the preoccupation on the 


part of some of the chairmen in the motor-car 
industry in their annual statements on the need to 
reduce costs, all point to the problem of making an 
attractive car at an attractive price. The motor-car 
industry buys in about 6o per cent of its parts, and 


‘while it has considerable bargaining power with its 


suppliers, it is vulnerable through them and through 
its internal costs to the steady upward pressure of 
raw materials prices. Manufacturers are under con- 
stant pressure to keep their internal costs down by 
achieving the economies of large-scale production. 


The Curb Goes On 


Mr Butler, in addressing the National Production 
Advisory Council on Industry last week, showed little 
inclination to soften the Government's credit policy. 
It seems more than likely, therefore, that the ‘credit 
squeeze’ will go on through the winter and will in fact 
appear to be intensified. 

The Chancellor made it plain last week that 
although he is favourably impressed by the recent 
trend of exports, the improved level of the external 
frade deficit and the strength of the b he is not 


. prepared to relent in his determination to ‘squeeze’ the 


home market of supplies in the interests of exports. 
He said quite categorically: ‘The Government, for 
its part, will remain firm in its resolve to curb home 
spending so as to make room for more exports.’ It 
requires no more than this continued insistence on 
the restriction of purchasing power by budgetary and 
monetary means to make the credit squeeze appear 
to be entering upon a harsher phase. The sterner 
policy which.the banks have been obliged to follow 
bas been taking shape since last February. Bank 
Managers are no more anxious than other business 
men to impair the goodwill of customers and there is 
no doubt that despite insistence in individual cases 
of a tough line being followed on bank advances, the 
banks as a whole have tried to make the need to 
restrict credit as accommodating as possible. The 
early stages of the drive towards lower bank deposits 
saw a large-scale sale of gilt-edged securities Бу «ће 
banking system which forced long-term interest rates 
up. Since then; the screw has had to be turned on 
individuals and companies whose overdraft facilities 
can be reduced, in the opinion of bank managers,-with 
the minimum of disturbance to the business com- 
munity аз a- whole. The time for such soft options 


-(viewed from the point of view of the banks) must 


be coming to an end and a continuation of a restric- 
tive policy must now begin to hurt. It is perhaps 
worth emphasizing,. however, that this appearance of 
increasing harshness can be achieved not by intensi- 
fying.a policy but merely: by maintaitiing. it. : 
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FINANCE AND COMMERCE 


Uncertainty both on political and economic accounts 
is having the inevitable effect of bogging down the 
stock-markets. Business is small and only the technical 


position of the market holds prices reasonably firm.” 


The Chancellor's latest appraisal of the economic 
position, with the threat of stiffer anti-inflation 
measures should present moves prove inadequate, is 
read against the ба ckground of intense pressure for 
higher wages. Incentive, which once figured high on 
Mr Butler’s policy, has now given place to restriction 
in all spheres save that of Government spending. 
Belief in the efficacy of monetary controls under such 
conditions, and in a period of over-full employment, 
is being strained. 


William Whiteley’s 


The disclosures of Sir Harold Gillett, M.C., .C.A., in his 
first report as chairman of William Whiteley Ltd, the 
London retail store, seem almost incredible. We 
reprint the accounts this week and to appreciate the 
position, readers will recall the bid of 32s 6d for the 
company’s £1 units in August 1952, by which a 
syndicate headed by Col. Brighten was able to obtain 
some 8o per cent of the ordinary capital. The market 
price at the time was about 2os, and in the narrow 
market after the deal it touched 80s. 

The attraction of the company to the new con- 
trollers of the equity was (as in the case of many bids 
of this type) in its properties, which were thought to 
be capable of better use. There was the large freehold 
in West Kensington, for instance, covering some 
44 acres, once the well-known Whiteley’s Depository 
and Laundry, which, it was thought, could be made 
into a new airways terminal. But the project never 
came to anything. 

Col. Brighten died in October 1954 and Sir Harold 
Gillett, whose experience includes the revival of 
another London store, Thomas Wallis Ltd, accepted 
an invitation in the following month to join the board 
and: take the chait. The accounts under review show 
a loss of nearly a quarter of a million pounds. 


Accounting Failure 


The extent of the loss is, of course, regrettable. But 
as-accountants will see the position, it is not the main 
point. What makes one gasp is Sir Harold’s statement 
that over £100,000 of the loss arises from defects in 
the company’s system of accounting, due to the 
failure to record credit sales promptly and accurately. 


‘On my appointment,’ says Sir Harold,.'I found: 


the. counting-house records six to seven: -months in 
arrear. In many cases, either the customers’ cards 
were missing or the customer had not been charged 
with the goods which had been sent.' T'he auditors' 
qualification on this point will be noted: 

After such a lapse of time, as Sir Harold comments, 


it is extremely difficult to trace amounts which should 
have been paid to the company. 

Obviously one of the first things to be done was a 
drastic reorganization of the counting-house. Char- 
tered accountants, states Sir Harold, have been 
appointed to the posts of chief accountant and 


temporary secretary, modern accounting equipment’ 


has been installed, and the counting-house 
enlarged. Although headway is being made in tracing 
customers who had goods in the manner disclosed by 
Sir Harold, and some of the loss may be recovered, 
his opinion is that a considerable amount of it will be 
irrecoverable. 


Inefficiency 


Apart from the counting-house trouble, the store 
itself, Sir Harold continued in his report, was not 
being run etficiently. Included in the quarter-million 
is a substantial trading loss ‘which is attributed 
in the main to the plain fact that the overhead 
expenses of the store are far too high in relation to 
turnover’. This situation, Sir Harold says, arises 
from the fact that the floor-space occupied by the 
company is more than double that required for its 
present turnover, with the result that the daily 
running costs are out of proportion to what they 
would be in a normal retail establishment. 

Remedial action has, of course, been taken, both 
as regards expenses and floor-space occupied. It 
will take time for the resultant benefits to be reflect- 
ed in the accounts and Sir Harold has to report 
that the company is still trading at a loss, albeit a 
reduced one. 

A third cause of the loss is lack of adequate income 
from properties outside the main store. The property 
mainly concerned is now 60 per cent let, and when fully 
let, should produce £70,000 gross per annum. But it 
will be some time before full rents are received, because 
the tenants undertook to put the property into satis- 
factory tenantable condition. 


Management Agreement 


A further important decision was the termination by 
mutual agreement at end-May 1955 of an agreement 
under which the management of the company was 
in the hands of Dale Forty & Co Ltd. This arrange- 
ment was made by the late chairman in 1953 for two 
years at {12,000 a year expiring in September 1955. 
Payments ceased at end-May. 

Summing-up, Sir Harold points out that Whiteley's 
(the "Universal Providers’) has been established over 
ninety years and undoubtedly still possesses a valuable 
goodwill both from its trading situation and its name 
widely publicized over so many years. The residential 
character of the Bayswater erea has changed, but new 
blocks of flats and buildings are bringing a large 
number. of potential customers to the distrig- 

So the board's policy, in the: first place, is to con- 


‘tain and if possible increase the present turnover of 
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tinue the reorganization of the storé trading; to main- 


about £3 million; and to achieve the rate of gross and 


net profit normal to this class of retail trade. And then | MOVEMENTS ON INVESTMENT RE- 


to concentrate the business in smaller space by an 
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Notes on Accounts 





SERVE: 
As at April Ist, 1954 





architectural division of the site, M off ог selling ©. Add Profit on investments sold 


surplus property. 


Money ‘Market 2. CAPITAL COMMITMENTS: 


Commitments for Capital Expenditure not 
provided in these accounts amountto .. 


"There was little change in Treasury bill conditions 


. PARTICULARS. OF EMOLUMENTS 
last week. Tenders for the £50 million of 63-day bills з. ғ TICULARS. OF EMOLUMENTS 


totalled 64,315,000 and the maintained bid of PHNSATION PAID TO DIREC- 
£99 55 9d achieved 75 per cent of requirements with раван DIREETORS 
the average rate at ДА 25 6'024 per cent. iip eL isis : 


For the ọor-day bills, applications totalled Other Emoluments 


:£315,150,000 for the £240 million of bills offered, 


m 


'and the market obtained 66 per cent of requirements (b) Penslon to a Former Director 
less C 


‘by bidding at £98 19s 6d. The average rate hardened 
fractionally to £4 25 1:18d per cent. This week the 
offer of 63-day bills is raised to £60 million, while the 
offer of gi-day maturities is {230 million. Money 


required on a number of occasions. penzes) 








WILLIAM WHITELEY LIMITED 


harged to Provision for Em- 
oyees’ Benevolent and Pension 
DM Account os 5 


at Я É è s * (c) Compensation pald to a former Chalr- 
conditions remain tight with official assistance man (included in Reorganization Ex- 


Profit and Loss Account for the year ended March 3ist, 1955 





1955 1954 
£ £ 
LOSS ON TRADING ЭЯ .. 

After charging the following | items: | 
Directors’ Emoluments (Nota 3) .. s. Я ss € 6,068 9,692 
Pension to a former Director (Note 3) a e 1,167 
Unrealized profit on а Hire-purchase transactions, 

carried forward s .. 43,197 27,459 
Provision for Contingencies 30,000 — 
Deprestarion {no provision in’ respect of Freehold and Leasehold 

Land and Buildings) . "s di 21,526 10,328 
Debenturs Interest (gross) es 2s zh es E EX 36,000 42,000 


£136,811 £90,716 





Income from Investments (gross) .. 7 is ve ae 5 


Ада: 
UNITED KINGDOM TAXATION 


ts Tax — .. re $e ve fs aw se .. 
LOSS ON TRADING AFTER TAXATION  .. .. Ре Go. оО oie 


EXCEPTIONAL OR NON-RECURRING ITEMS ^ ` 
Reo ization expenses (including Es 000 compensation paid со Saleen on retirement) 


ote m .. . oe .. .. .. .. oe 


Less: 
Taxation over-provided In prior pu 
Provisions no longer required 
Sundry Balances written m 
Profit on sale of Fixed Assets è 
Transfer from Contingencies Reserve 


LOSS FORTHE YEAR .. .. .. m m .. es^ oe 
ess: р t 
Prong brought forward from the previous year 
“Dividend on 5 E cent Мај Freien Stock ter ЈА ten months to 
January 3136, 195 БА * ae .. 


BALANCE CARRIED TO BALANCE SHEET m oe TT fs m 


12 months ended 
March 31st, dod 


48,154 


10,313 





252,277 





37,841 


Dr. £204,265 





This Account should be read in conjunction with the Notes on page 8. [Repraduced above - Ed.] 


March 3lst, March 3/st, 
1955 1954 


£ if 
12,520 “14,458 
1,570 (loss) 1,938 


£14,000 12,520 





eara —á 7 


£4,500 £47,593 





£1,603 "£1,835 
£4, 17,857 
£6,088 “£9,692 











£1,000 — 
— £1,167 
— £15,000 
14 months ended 
March Bist, 1954 
(Profit) 12,453 
8,928 
21,381 
2,250 
(Profit) “19,131 
98,858 
79727 
15,000 
7,908 
4,067 
22,445 
= .49,420 
130,307 
92,898 
14 months 


14437 to 31/3154) 





Cr. £48,154 
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| |... CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 
f Four-weekly Accounts 


of four-weekly accounts and in reply I would offer 
the following comments: - 

(1) I would agree that in engineering industries 
bank holidays tend to reduce the advantages of the 
four-weekly accounting period, but I atill feel that 
this basis is better than any other method, and it 
| certainly assists in minimizing irrelevant variations 
| in ' accounting results which arise from using the 

calendar month or the 4-4~5 weekly basis. In any 
case, many expenses (fortunately including salaries) 
аге fixed on a time basis, whether the four-weekly 
period includes a bank holiday or not. 

(2) Mr Wilkes works in the gas industry and I 
woud have thought he would have appreciated 
fully the benefits of the thirteen UL periods 
basis, as gas production goes on continuously through- 
out ће year with never a break on eu holidays 
or other festive occasions. 

(3) Clerical work can be arranged systematically 
under the four-weekly scheme and although Mr 
Wilkes draws attention to a number of special duties 
which may have to be carried out, I do not feel that 
special cost investigations, reorganization work, etc., 
can be neatly packaged into the fifth week of the five- 
weekly accounting period every three months, where 
the 4-4-5 week calendar is used. It is difficult 
to accept that one should adopt an unsatisfactory 
accounting calendar merely to study the convenience 

( of the accountant’s own department. 

(4) I agree with Mr Wilkes that when flexible 

EM. control is in use, one must compare the 
у actual results with the budget adjusted to the length 
' of time in the particular period and this can be done 

whether it is a bur weeiiy period or'a five-weekly 

„оде. Nevertheless I can see no advantage i in introduc- 

ing а number of different periods of time. when one 
| can simplify the problem by adopting the thirteen 

four-weekly period basis. 
| (5) Regarding the completion of annual accounts 
two or three days earlier when the fifty-two week year 
. is adopted, I agree that this is not due to an increase 
in efficiency. However, it is not unknown for requests 
to be received for speedier completion of annual 
accounts and I think it is pyschologically more 
- satisfying to finish the accounts a day or'so sooner 
ап was done in the previous year even if this is due 
to calendar variations. 

(6) As for clerical work, I think one must say that if 
the convenience of the book-keeping staff is to be 
the criterion for deciding What information is to be 
made available to management, then we might as well 
до back 16 the old days and produce accounts once 
rear only. One must have faith that the management 





бів, - Iam indebted to my friend Mr Wilkes for his | 
observations (November 12th issue) on the subject. 


will use the information given to them with good 
effect and if this is not happening it may be that the 
accountant has not prepared his statements properly 
or has not interpreted them clearly to management. 

It is pleasing to know that Mr Wilkes agrees with my 
main proposition and Í hope that these remarks will 
help to strengthen the case for the adoption of the 
thirteen four-weekly period basis and the fifty-two- 
week accounting year. Yours faithfully, 

London, SW. J. M. 5. RISK. 


Repairing Leases and the Law Shipping 
Case 
Sm,- I was surprised to read your contributor's 
comments on page 578 of your issue dated Novem- 
ber roth. 

There seems to be a great deal of muddled thinking 
on this subject – particularly by junior Inspectors 
of Taxes! 

The Income Tax Acts have always recognized 
repairs as being part of the landlord’s responsibility, 
hence we have gross annual value and net annual 
value. Where, then, a tenant contracts to pay for 
these repairs on behalf of the landlord, such expendi- 
ture must be regarded as part of the full rent which the 
tenant has to pay for the use of the premises. The full 
rent, equivalent to a gross annual value, is, therefore: 

а) {x per annum cash; plus 

(o repairs on behalf of the landlord as and when 

necessary. 

Because the repairs happen to be heavy in the first 
p of a lease, it is nonsense for an Inspector of 

axes to quote the Law Shipping case. Such repairs 
expenditure, whatever the cost, is part of the rent; it 
is simply one of the two recurring payments which 
the tenant must necessarily make. This is how he 
obtains daily use of the premises for his business. 

It is also provided by Section 137 (d), Income Тах 
Act, 1952, that no more than the actual cost of repairs 
shall be allowed: 

‘No sum shall be deducted (in computing 
Schedule D profit) in respect of any sum expended 
for repairs of premises occupied, ,beyond the sum 
actually expended for that purpose.' 

If the judgment of Portia be invoked (which, after all, 
was very fair), that sum (о be allowed would ђе 
interpreted as being no more and no less than the 
actual cost of the repairs. 

Any accountant who concedes the Inland Revenue 
argument to the contrary is doing both his client and 
his professional colleagues a disservice. ' 

Yours faithfully, 

- Darlington. G. b MORTIMER. 
[Mr Purdie writes: Not every payment to or on behalf 
of a landiord can be regarded for Case I purposes as 
‘equivalent’ to rent and therefore an allowable deduc- 
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tion. Each has to. be considered separately. Examples 
of disallowable expenditure are: premiums for leases 
(MacTaggart v. B. © E. Strump (4 A.T.C. 455; то 
Т.С. 17); Green v. Favourite Cinemas Ltd (9 A.T.C. 
166; 15 Т.С. 390)); equal half-yearly sums ‘by way of 
rent’ in repayment of sums expended by lessor on 


FOR STUDENTS 


COST ACCOUNTING 

` Telephone Charges | 
The revision of G.P.O. telephone charges which 
was announced by the Chancellor of the Exchequer 
in his Budget on-October 26th, and which takes 
effect as from January 1st, 1956, offers an interesting 
example of the division of costs into fixed and variable 
expenses. ' 

The supply of telephone services necessitates two 
basic operations. In the first place, equipment must 
be installed, including trunk lines, exchange apparatus 
and subscribers’ telephones. Secondly, staff must be 
employed for the operation of this equipment in the 
connection of circuits. | 

The first operation, together with the maintenance 
of this equipment, is necessarily a fixed expense, since 
circuits to the exchanges and equipment provided there 
must be installed on the basis of the number of sub- 
scribers and not necessarily on the number of calls 
made. The second operation is a variable expense 
since, for example, a series of calls to distant towns will 
obviously require more man-power and. hence more 
expense than a series of calls locally on automatic 
switching mechanisms. 

The capital investment necessary for the connection 
of a subscriber by exclusive line to his local exchange 
is stated to be about £100. The rental charge for such a 
line must, therefore, include not only a commercial 
return for interest on this sum but also the maintenance 
costs incurred in connection with this equipment and 
its depreciation. The existing rental charges which 
varied from £11 per annum (London business) to £6 
per annum (provincial residence) did not provide such 
a return, and the Chancellor of the Exchequer has 
therefore increased these charges to £12 and £9 
respectively, 

Although certain .other G.P.O. ‘charges have also 
been increased in an attempt to put Post Office finances 
‘on a sounder basis’, it is worthy of note that in the 
attempt to match cost and selling price for specific 
services, no éffort has been made to differentiate be- 
tween the first three minutes and subsequent periods of 
three minutes of trunk calls. Obviously, when a trunk 
connection has to be established manually by an ex- 
change, the first three minutes (minimum charging 
period) of a trunk call will cost more to the G.P.O. than 
a continuation of the established circuit for a further 
period of three minutes. The former involves man-power 
and the time on the circuits in establishing the connec- 
tion:.the latter, neither of these. 

Detailed cost accounts, were they available, would 
probably show that if the cost of the first three minutes 
were, say, 35, the cost of a subsequent period of three 
minutes was only, say, 6d. Yet the system of charging 
a minimum period of three minutes апа, thereafter, 
pro rata is continued. : 

It can only be presumed that the administrative 
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structural improvements (Ainley v. Edens (14 A.T.C. 
243; 19 Т.С. 303)). 

C.I.R. v. Fargus (5 AT. C. 221; io Т.С. 665), 
although not a Case I decision, is also in point. 

Section 137 (d) must be read in conjunction with 
subsections (а) and (f).] 


difficulties involved in calculating charges for kui 
calls at differential rates for the first three minutes and 
subsequent periods has rendered it impracticable to 
attempt such a pricing system. 


PARTNERSHIP LAW 
The Definition of Partnership 


Partnership is defined by Section 1, Partnership Act, 
#890, as being 'the relation which subsists between 
persons carrying on a business in common with a 
view of profit’. By itself, this definition would obviously 
include many other forms of business undertakings, 
and consequently there are then excluded from this 
wide definition the following bodies: (1) companies 
registered under a Companies Act; (2) companies 
incorporated by Act of Parliament, letters patent, or 
Royal Charter; (3) companies engaged in working 
mines and subject to the jurisdiction of the Stannaries. 
(The Stannaries Court was abolished in 1896, and this 
clause is therefore interpreted as referring to mines 
which would otherwise have been liable to its juris- 
diction.) | 

A partnership may not have more than twenty part- 
ners, or ten if it is engaged in the business of banking. 
(Section 434, Companies Act, 1948.) 

Apart from these general definitions as to what 
constitutes a partnership, ceitain other rules are also 
laid down in Section 2, Partnership Act, 1890, and 
these are surnmarized below: 

(х) Joint tenancy, tenancy in common, joint property, 
common property or part ownership does not of 
itself create a partnership. 

(а) The sharing of gross returns does not of itself create ' 
а partnership. 

(3) The receipt by а person of a share of the profits ofa: 

usiness is prima facie evidence that he is a partner ' 
in the business: but the receipt of such a share, or of 
а payment contingent on or varying with the profits 
af n busi usiness does not of itself make him a partner in 
the business. 


As examples of cases falling within the third clause 
given above, the Partnership Act then gives five specific 
instances where a share of the profits does not of itself 
make the recipient liable as a partner. These аге: 


'(1) The receipt of a debt by instalments out of profits. 
(ii) A contract for the remuneration of a servant by a 
share of profits. 
(iii) The payment of an annuity out of profits to the widow 
or child of a deceased partner. 
(iv) The payment of interest to a person lending money to 
the business at a rate varying with the profits, provided 
that the contract is in writing and signed by the 


parties. 

(v) The payment of an annuity out of profits to the vendor 
of the goodwill of the Business carried on by the part- 
nership. ' 

_ In every case; the,question : ав to whether e. perpon is 
а -partner (and must; therefore; assume. the: liabilities 
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attaching thereto) can be solved only by an inspection 
of all the facta of the case. Much idee depend upon 
the intention of the- parties, though sometimes – as in 
item (iv) above~ mere intention will not exempt a 
person from the liabilities of a partner. 

, One simple test which is often propounded is to con- 
sider whether there is any intention to share losses 
as well as profits. This, however, cannot be regarded 


| a8 a conclusive test, since cases frequently arise where 
Junior partners are remunerated on the basis of a 


guatanteed minimum salary and losses may be borne 
by the other partners. 


MERCANTILE LAW 
Duties of Principals and Agents 


Principals have generally only two duties, these being 
to pay the wages or commission which are due to the 
agent under the terms of his appointment, and to 
indeinnify the agent against debts properly contracted in 
the name of the principal and in the course of his duties: 
The duties of an agent, however, are somewhat more 
complex, and they may be summarized as follows: 
О) He must perform his duties with due diligence and 
with reasonable skill. If he were engaged on the under- 
standing that he should have some special skill, in 
the event of his failing to have this he is liable to his 


principal even though he may have done his best. 


(2) Не must disclose all matters to his principal and 
keep his principal informed as to contracts which he 
enters into. Е j | 

(3) Where necessary, the agent must render an 


| account to his principal showing sums of money spent 


and received on behalf of the principal. 
. (4)'The agent must not delegate his work unless 
there is a trade or other custom which permits this. 
The normal rule of law, however, is delegatus non 
potest delegare and an agent appointed to carry out cer- 
tain work must generally carry out this himself. 

(5) The agent must not disclose confidential matters 


to third parties. 


, (6) An agent must act for the benefit of his principal 
and must not make any secret profit out of his employ- 
ment. If such a profit — e.g. commission — should arise, 
this automatically becomes the property of his em- 
ployer. In this respect it is not necessary to prove 
that the agent has been bribed to place contracts; 
the mere receipt of a commission by the agent arising 
in the execution of his work for the principal is suffic- 
ient to make the money that of the principal. 

(7) Ап agent who is appointed to make a certain 
contract is under a duty to do so as an agent and not as 
а principal and he is violating the terms of bis appoint- 
ment as agent if he should act or become-a principal 
in any of the work which he undertakes. 


GENERAL COMMERCIAL KNOWLEDGE 
Bank Overdrafts 


Under normal circumstances, one of the functions of 
& bank is to lend money by means of an overdraft. 
Today, :аз every reader will be aware, following the 
requests of the Chancellor of the Exchequer there is a 
national policy of credit restriction: consequently, it 
is now only in comparativgly few cases that a bank 
manager will agree to grant a customer overdraft 
facilities or to increase existing overdraft limits. 

. With аб гогапагу“ђапк account;the-customer can 
‘draw “only such-rhóneys ash has^deposited - therein: 
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if, for example, a cheque for £100 is presented for 
payment when there is only £95 to the credit of that 
account, the bank is entitled to refuse payment, and 
may return the cheque to the person presenting it, 
with the notation added ‘insufficient funds’, or perhaps 
more.subtly ‘refer to drawer’. In practice, the general 
principle is to permit insignificant overdrafts, since 
credits may have been delayed in transit, or the bank 
may have debited charges to the account which are not 
yet known to the customer. If a bank returned a cheque 
for £1,000 because the credit balance on that account 
was a few pounds short of that amount, the bank might 
be acting correctly, but the likelihood would be that 
they would lose a customer. : 

Apart from such trifling amounts, the bank manager 

will require an interview with the customer before 
granting overdraft facilities, partly to ascertain the 
reasons for which the overdraft is desired and also to 
determine what security is available. The former will 
have to be considered in the light of existing Govern- 
ment policy on the matter, since the banks are quick to 
follow policies ‘recommended’ by the Chancellor of the 
Exchequer, although they are under no legal obligation 
to do so. The latter will necessarily establish what 
amount, if any, the bank may safely advance. 
- A bank is usually the most cautious of lenders and 
in the majority of cases moneys will only be advanced 
on overdraft facilities if the bank has a security of 
at least equal amount. Not all assets are suitable for 
security against an advance, of course, and the features 
desired may be summarized as follows: 

(a) The asset must be one of durable nature, the 
value of which will not diminish during the 
period of the loan. (Contrast houses with 
caravans.) | 

Б) The legal ownership must be capable of being 
easily divorced from physical possession if the 
asset is bulky, or is not capable of being de- 
posited with the bank. (The bank may plece 
gems in its vaults, but would hesitate to accept 
antique furniture.) | 

_(c) The asset must be capable of easy realization by 

^ „ће bank if need arises. (Compare stock exchange 
-securities with oil paintings.) : 

Among the many securities accepted in practice are 
stocks and shares, life assurance policies and title 
deeds. Even with these, the bank must necessarily 
take precautions. In the case of stocks and shares, the 
bank may require the customer to complete a blank 
transfer: with life assurance policies, if'the premium is 
not paid by means of a banker's order, the bank will 
require to see the renewal premium receipts. In all 
cades, some verification of the asset will be made before 
it is accepted as a security: in some cases it may also be 
necessary to ensure that no prior charge exists on the 
asset; there may also be an obligation to notify third 
parties, as with the assignment of a life assurance 

When no rnaterial assets can be offered as security to 
8 bank, this does not imply that a request for over- 
draft facilities must be refused: a personal guarantee of 
a third party may. be accepted by the bank, as, for 
example, where the directors of a company give their 
personal guarantees for an overdraft of that company. 
Particularly in the'case of farmers, there is a custom of 
"lending against the balance sheet’ — i.e. lending without 
security and relying simply on the good standing of the 
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REPORTS OF PUBLIC COMPANIES 


The Accountant Annual Awards, 


1956 


CLOSING DATE FOR ENTRIES 


Each year The Accountant makes two Awards to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom, in relation 
to the form and contents of their reports and accounts 
' - particular importance being attached to the ade- 
quacy of the information given and its presentation. 


The 1956 Awards wil be made in respect of 
reports and accounts laid before companies in 
general meeting within the year ending December 
31st, 1955. Particular consideration will be given to 
the making of an Áward to a company submitting 
accounts which do not involve the coniplexity of 
those of a large group. 


Companies are invited to send for consideration 


copies of their reports and accounts (with any 
chairman's statement circulated to shareholders) to: 


The Secretary, 
The Accountant Annual Awards, 
4 Drapers’ Gardens, 
London, ЕС2. 
The closing date for the receipt of entries for the 
1956 Awards is January 31st, 1956. 


PANEL OF JUDGES 
The panel of judges is composed of: Mr Montagu | 
Gedge, Q.c., Chairman; Mr W. L. Barrows, Ј.Р., 
F.C.A.; Sir Harold Barton, F.c.a.; Lord Latham, 
J.P. Р.А.С.С.А.; Mr Thomas Lister, M.A., СА Mr 
Bertram Nelson, J.P., F.5.&.&5 Мг С. Tyser; Mr 
Derek du Pré, Editor, The Accountant. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


The Committee has accepted with regret the resig- 
nation of Mr J. E. Price. 


General Lectures 

The old saying that lectures are as out-dated as tallow 
candles was most certainly proved wrong over the past 
few weeks. Speaking on "The taxation of overseas 
profits’, Mr Kenneth Wright provided considerable 
enlightenment, while a fortnight later Mr H. D. 
Bessemer succeeded in throwing light even on the 
notorious 'Sections 46 and 55'. 

Members will also find, when the opportunity arises, 
that the mechanized accounting courses are well worth 
while. Here again is a subject which is virtually im- 
possible to understand without some aid in the form 
of lecture and demonstration. In future these courses 
are to be further strengthened by the presence of Mr 
Dudley Hooper, whose talk on ‘Electronic accounting’ 
will be remembered. He has kindly offered to deliver 
а short introductory lecture to each course. 


Mock Meeting 
Members will have by now, or should have shortly, 
details of the mock meeting to be held in the Chartered 
Insurance Hall on December 6th at 5.30 p.m. Sir 
Harold Gillett will take the chair and members are 


particularly urged to come. This year it is the ‘board’s’ 
intention to provide а slightly subtler fare than in 
previous years, and it will be in members’ interests to 
study the mock accounts carefully and come prepared 
to attack them. 

Branch Activities 
Members will see from the brief notices published 
weekly in The Accountant that the Society’s branches-. 
are progressing satisfactorily. Slight difficulty has been 
experienced at Guildford but the branch secretary is ' 
now pleased to announce that a meeting is to be held 
on December 8th. Details will be available shortly. 


Annual Dinner 
The principal speakers at the annual dinner will be 
Lord Justice Morris, Professor Goodhart (Master of 
University College, Oxford), and Sir Denys Lowson, | 
as well as leading members of the profession. The ! 
attendance promises to be a record. 


Dinner Debate | 
A dinner debate has been arranged for 6.30 p.m. on 
Wednesday, December 14th, at the London Wall 
Restaurant. The cost of the dinner will be 5s each. The 
motion is “That beauty is purely a matter of opinion’, 
and members who would like to take part should get 
in touch with the Assistant Secretary at the Library. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, Swi 
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e NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Со (Publishers) Ltd, 27-28 Basinghall Street, London, ЕС2. 


" STATUTES 
(4 Eliz. 2) 

Chapter 11: Sudan (Special Payments) Act, 1955 
An Act to provide for the payment of gratuities to or in 
respect of certain former officials of the Government or 
Parliament of the Sudan; to increase the superannuation 
allowances of Sir Robert Howe, lately Governor- 
General of the Sudan; and for purposes connected with 
the matters aforesaid. 
Price 4d net. 


Chapter 12: Validation of Elections (No. 2) Act, 
1955 


November Ist, 1955. 


An Act to validate the election to the House of Com- 
mons of Christopher John-Holland-Martin, Esquire, 
notwithstanding his holding the office of local Director 


-of the Bank of New Zealand, and to indemnify him from 


any penal consequences which he may have incurred 
by sitting and voting a as a member of that House. 


Price 3d net. November rst, 1955. 


STATUTORY INSTRUMENTS 
The Treasury (Loans to Persons other than 
Local Authorities) (Interest) (No. 2) 
Minute, 1955 
(S.I. 1955 No. 1014) 
'This Minute increases the rates of interest chargeable 
on loans advanced from the Local Loans Fund other- 
wise than on the security of local rates. 


Price 2d net. July oth, 1955. 


The National Insurance (Contributions) 
Amendment Regulations, 1955 
(S.I, 1955 No. 1602) 
These Regulations contain miscellaneous amendments 


. to the National Insurance Contributions Regulations, 
principally those made in consequence of the National ` 


Insurance Act, 1955. Regulations 2, 3 and 4 amend the 
provisions relating to the grant of certificates of ехсер- 
tion from liability to pay contributions. They amend 
those provisions so as to take account of the increase 
to £156 a year of the limit of income under which 
such certificates may be granted; provide that 
certificates may be made retrospective for a period not 
exceeding thirteen weeks and amend the provisions 
under which they cease to be in force. They also allow 
certain additional items of income to be disregarded in 
determining whether a person is in receipt of an income 
of less than £156 a year. Regulation 5 provides the man- 
ner in which the weekly rate of remuneration is to be 
calculated in certain cases for the purpose of Parts 
I and П of the First Schedule to the National Insurance 
Act, 1946. 
Price 4d net. October 26th, 1955. 
The Census of Production (1956) (Returns 
and Exempted Persons) Order, 1955 


(S.I. 1955 No. 1592) 


This Order prescribes the matters about which persons 
may be required to furnish returns for the purposes of 
the Census of Production being taken in 1956. 


Price 2d net. December 1st, 1955. 


The Savings Certificates (Amendment) 
Regulations, 1955 


(S.I. 1955 No. 1636) 


'These Regulations further amend the Saving Certi- 
ficates (Amendment) Regulations, 1951, as amended, 
which replaced Regulation 4 of the Savings Certificates 
Regulations, 1933. Their effect is to increase the maxi- 
mum permitted holding of Savings Certificates of the 
Ninth Issue from 1,000 unit certificates (purchase price 
6750) to 1,200 unit certificates (purchase price £900) 
as from November Ізі, 1955. 


Price 2d net. November Ist, 1955. 


NOTES AND NOTICES 


Personal 
Messrs P. D. Leake & Co, Chartered Accountants, 
announce that they are moving their offices from 1 
Cornhill, London, EC3, and as from November 28th, 
their address will be 84 Queen Victoria Street, 
London, EC4. Telephone: City 4793. 

Messrs E. BROADBENT, Fisu & Со, of 1, 2, 3 and 4 
Clarence Arcade Chambers, Stamford Street, Ashton- 
under-Lyne, announce that as from November 7th, 
1955, they have admitted Mr ROBERT L. STEVENSON, 
A.C.A., into partnership. Mr STEVENSON completed his 


service unser articles with them and qualified in 1953. 
‘The name of the firm will remain unchanged. 


Messrs Morais, ‘GREGORY & Co, Chartered 
Accountants, of 3 York Street, Manchester, 2, and at 
Macclesfield, Widnes and Oldham, announce with 
regret the death of Mr RICHARD PARKER, F.C.A., at the 
age of 55. Mr Parker served his articles with the firm 
and remained thereafter as clerk and managing clerk, 
becoming a partner in 1937. The practice will be 
continued by the remaining partners. 


Messrs West & Drake, Chartered Accountants, 
of Sardinia House, 52 Lincoln’s Inn Fields, London, 
WCz, and at Reading, Sherborne and Bracknell, 
announce, that the died hitherto existing. 
between Messrs J. D. C. STONE, F.c.a., №. A. SMITH, 


2614 А 


B.A., F.C.A,, К. E. REYNOLDS, r.C.4., D. Н.-М. JONES, 
A.C.A., and S. VAREY, A.C.A.,.has been dissolved by 
mutual consent. Messrs STONE, SMITH, Jones and 
Varey will continue to practise in partnership under 
the same name at the above addresses, and Mr 
‘REYNOLDS will return to practice on his own account 
under the style of REYNOLDS, ADAMS & LAKE, at 
29 John Adam Street, Adelphi, London, WC2. 


Professional Notes 

Mr Н. C. Medlam, M.A., F.C.A., has been appointed 
` a director of Ebonite Container Co Ltd 

Mr A. D. Smart, c.a., formerly chief accountant of 
The British Oxygen Co Ltd, has been appointed 
secretary of the company and Mr K. G. Platt, A.C.A., 
has been appointed to succeed him as chicf 
accountant. 


Government Committee on Unpatented 

p . Inventions 

Sir Накотр Howirr APPOINTED CHAIRMAN 
Sir Harold Howitt, G.B.E., D.9.0., M.C., F.C.A., has been 
appointed chairman of a committee set up: by the 
President of the Board of Trade to consider and 
report on whether the Crown should have permanent 
poweis to authorize the use, in connection with 
defence contracts, of unpatented inventions and un- 
registered designs, and if so, to recommend the con- 
ditions.under which these powers should be exercised. 

At' present, under emergency legislation, Govern- 

ment departments have such powers, but a Bill to 
make them permanent was not proceeded. with after 
its introduction in the House of Lords in December 
1953. The new committee under Sir Harold’s chair- 
manship is the outcome of discussions between 
representatives of industry and the Board of Trade. 


; B.O.A.C. Administration Changes 

By the recent appointment of Lord Rennell as deputy 
chairman of British Overseas Airways Corporation, 
the Corporation is reverting to former practice in 
making the post a part-time one. Sir Harold Howitt, 
G.B.E., D.8.0., M.C., F.C.A., acted in a part-time capacity 
when he was deputy-chairman, and the first to hold 
the:position on a full-time basis was Sir Miles Thomas, 
the present chairman. 

Lord Rennell will -work: closely with Mr Basil 
para ie B.COM., A.C.A., the deputy chief executive 
and financial comptroller, who is also a full-time 
member of the board. In the absence of Sir Miles, 
who is both chairman of the board and chief executive, 
his responsibilities as chairman of the board will be 
exercised by the deputy chairman, and his responsi- 
ив a8 chief executive by the deputy chief executive. 


u ' Accounting Dynamics 
Professor F. ‘Sewell Bray, Р.С.А., Е:8.А.А., will deliver 
his next address as Stamp-Martin Professor of 
Accounting -on Thursday, Песешђег 8th, at In- 
corporated -Accountants Hall. The mieeting -will 
commence at 6 p.m. and the title of ne address wil 
be ‘Accounting dynamics – Гу?-- E7 s s 
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The Leeds, Bradford and District Society 
of Chartered Accountants 


RESIDENTIAL COURSE AT. HARROGATE 

A highly successful residential course on management 
accounting was held at Harrogate on November 18th, 
19th and 2oth by The Leeds, Bradford and District 
Society of Chartered Accountants. The course, which 
was announced in our issue of July 2nd, was attended 
by eighty-two members, the majority of whom came 
from Leeds, Bradford and other towns in the Society’s 
area, although there were seventeen representatives 
from other district societies. ` 

The course was to have been opened by the 
President of the Institute, Mr W. 5. Carrington, 
Е.С.А.; unfortunately, owing to indisposition, he 
was unable to be present, but he sent a message 
congratulating the Society on their initiative in arrang- 
ing the residential course — which we believe is the first 
to be held by a district society – and stating that he 
regarded the subject of management accounting as of 
the greatest importance to nearly all chartered 
accountants. . 

Three papers were presented and studied during 


-the three days; they were: “The practising account- 


ant’s relationship to management accounting’, by 
Mr R. С. Leach, C.B.E., F.C.4.; “The production of 
accounting data for management information’, by 
Mr W. W Fea, 2.4. ACA. апа "The effective use of | 
management accounting’, by Mr Ian T. Morrow, 
C.A., F.C.W.A. Each paper was followed by group dis- 
cussion; afterwards there was a further session at 
which, questions raised in the groups were submitted 
to the author of the paper. 

The course undoubtedly provided a most useful 
opportunity for study and discussion among the 
members who were fortunate enough to be able to 
attend, and it may well prove to be the forerunner of 
an interesting and valuable feature of the future pro- | 
grammes not only of the Leeds and Bradford 
Society but of other district societies. 1 


Obituary 
RicHARD PARKER, F.C.A. 
We have learned with regret of the death, at the age | 
of 55, of Mr Richard Parker, ғ.С.А., a partner in the \ 
firm of Morris, Gregory & Co, Chartered Account- 
ants, of Manchester. 

Mr Parker, who served his articles with the firm, 
was admitted an Associate of the Institute in 1923 
and subsequently continued with the firm as cler 
and managing clerk. He became a partner in 1937 and 
was elected a Fellow of the Institute in 1944. 

In addition to his professional career, Mr Parker 
was prominent in public and other affairs. He had 
been a member and chairman of the Audenshaw 
Urban District Council, and was an active member 
of the ‘Owner-Occupiers’ Association. During the 
Second World War ће“ served as A.R.P. chief 
warden for his local district of Audenshaw, and 
served as а mefnber'of the ármed forces: 88 Boon ds he 
became of military age in the First World War; 
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ЕЯ . In Parliament 
NATIONAL ASSISTANCE: APPLICANTS’ CAPITAL 


. Mr SHEPHERD asked the Minister of Pensions and 


National Insurance the highest capital sum that a 
person may possess whilst still qualifying for national 
assistance. 

MR Praxe: £775, that is to say, £375 ‘war savings’ 
and “£400 other capital; but if the applicant is 


married, his wife may also have up to £375 of ‘war 


savings". Moreover, title to assistance would not be 
affected by the capital value of the house owned and 
occupied by an applicant. 

Hansard, Nov. 14th, 1955. Written answers. Col. 1. 


Postponement of Censuses of Production 
and Distribution 
The Board of Trade have decided to postpone for 
a year the programme of work recommended by the 
Committee on the Censuses of Production and 
Distribution. The programme for the next few years 
will now be as follows: 


For the To be 
А year taken in 
Sample Survey of Production .. 1955 1956 
Sample Survey of Production .: 1956: 1957 
Sample Survey of Production | Р 8 
Sample Survey of Distribution 1957 195 
Full Census of Production 1958 1959 . 


This decision introduces an interval of four years, 
instead of three, between the full census of production 
for 1954 and the subsequent one, now to be taken for 


. 1958. It postpones for one year the sample survey of 


distribution, which the Committee recommended 
should be taken in respect. of 1956. 


The Institute of Chartered Accountants 
of Scotland і 
. OFFICIAL DIRECTORY, 1955 

The Official Directory, 1955, of The Institute of 
Chartered Accountants of Scotland, now published, 
shows that membership of the Institute at July 13th, 
1955, numbered ,766 – an increase of 177 on the 
previous year’s НА A summary of the total 
‘membership states that there are 3,144 members in 
Scotland, of whom 948 are in practice on their own 
account or as partners in firms. Of the remaining 
membership, those in the United Kingdom other 
than Scotland numbered 1,782 (234 being in precios 
and those abroad numbered 97o. 

The Directory, which extends ` to 644 pages, 
contains useful alphabetical and topographical lista 
of members, together with details of the membership 
of the Council of the Institute, and 9r the standing 
and local committees. 


GLASGOW LIBRARY CATALOGUE 
The Institute has also published а 372-page catalogue 
of the Institute’s Glasgow library. At present the 
library contains over. 15,000 volumes, and the new 
catalogue, which is priced ros post free, ‘should 
prove, andnvaluable; iguide for members and appren- 
tices. , oe Re pig аА 
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The Association of Scottish Chartered 
· Accountants in the Midlands 


` A meeting of The Association ‘of Scottish Chartered 


Accountants in the Midlands was held on November 
gth, when Mr C. M. Berners-Lee, of Ferranti Ltd, 
addressed members on ‘Electronic computers – their 
implication for management’. Mr W. A. Nicol, c.4., 
F.C.C.S., Chairman of the Association, presided. 

Other meetings arranged by the Association are to 
be held as follows: 

December 7th: Mr John MacNish, C.A., 8 есе of the 
Charterhouse Industrial Development Co Ltd, will speak 
on ‘Development finance’. 

January 12th: Mr C. Н, Harmer, ne» + 8 partner in 
Messrs Pinsent & Co, solicitors, of Birmingham, will 
speak on ‘Pitfalls in the life of a company secretary". 

February r7th: The first annual dinner of the Association 
will be held, at which it is hoped that Sir Ian Bolton, Bt., 
O.B.E., H.M.L., J.P., C.A., President of The Institute of 
Chartered Accountants of Scotland, and Mr E. H. V. 
McDougall, Secretary of the Institute, will be present. 


'The Chartered Accountant Students' 
Society of London 


The following meetings of the London Students' 

‘Society will be held during next week: 

Monday, 5.30 рт, at Caxton Hall, Ма Пик DA 
Lecture on 'Loss of profits insurance', by Mr 
Currie, Mr G. H. O'Brien and Mr A. Т ellap’ (Romi 
Exchange Assurance Co). Chairman: Mr Doug 
Clarke, LL.B., F.C.&. (Member of the Council of A 
Institute). 

"Wednesday – Chess v. The Solicitors’ Articled Clerks’ 

~ Society, 


Friday, 5.30 at 2 Institute: ‘Introductory course 
‘lecture on 2 law of banking’, by Mr J. R. Phillips, 
Barrister-at-Law. : st 


The Chartered Accountants’ Christmas Card 
A GREAT IMPROVEMENT ON PREVIOUS YEARS 


Looking much more attractive than ever, the char- 
tered accountants’ Christmas card once again makes 
its welcome appearance, at the same price and in 
time for sending ‘overseas. 

For some years the coat of arms of The Institute E 
Chartered Accountants in'England and Wales has 
been printed on the card. This year, we are pleased to 
announce, the coat of arms is die-stamped on the, 
card in red and gold. The improvement is surprising. 

And this is not the only change for the better. 
Up to last year the card has consisted of two pages; 
now there are four. The appearance is perhaps most 
simply described as a sturdy but light card folded 
horizontally then folded vertically, with the coat of 
arms die-stamped on the front of the first page, and a 
greeting printed in. black on the right-hand inside 
page. The general impression is of a Christmas card 
well worthy of chartered accountants. 

The card is 42x 54 inches and the price, including 
envelopes and purchase tax, is ros per dozen post free. 
Supplies can be obtained from Gee & Co r 
Ltd, 27-28 Basinghall Street;: London, EC2.- 
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с Firm Celebrates its Centenary 


A dinner to celebrate the centenary of the founding 
of the firm of Saffery, Sons & Co, Chartered Account- 
ants, of Old Broad Street, London, EC2, was held at 
The Café Royal, London, on November ryth, for 
members of the staff of the London and Margate 
offices, who were accompanied by their wives. 

Mr W. S: W. Fone, F.C.A., senior partner in the 
firm, who presided, said that not many firms of 
chartered accountants could look back a century and, 
in asking the company to toast the ‘next 100 years’, 
he recalled a few of the prominent milestones in the 
firm’s history. 

The practice was commenced i in 1855 at Basinghall 
Street; London, by the late J. J. Saffery, who later 
became a member of the Council of the Institute, and 
was President for the years 1889-1891. Whilst holding 
office as President іп 1890, he laid the foundation 
stone of the present Ínstitute building in Moorgate 
Place. An enjoyable evening concluded with а 
and entertainment. 


New Customs and Excise Tariff 


A new edition of the Customs and Excise Tariff of the 
United Kingdom was published on November rst. 
(H.M.S.O. сз.) It shows the rates of Customs and 
Excise duties, drawbacks and allowances operative 
on November 1st, 1955, and replaces the tariff pub- 
lished a year ago. 


Chartered Accountants’ Hockey Club 


The annual hockey match with the Stock Exchange 
was played on Wednesday, November 16th, and 
resulted in a draw, 2-2. In the first half the Stock 
Exchange settled down far more quickly than. the 
Accountants with the result that they were soon one 
up, a goal being scored by Limpus following a free 
hit from just outside the circle. He proceeded to 
demonstrate this was по fluke by rounding off а good 
individual run with a second goal. ` 

A slight rearrangement of the Accountants’ forward 
line at-half-timie paid dividends and the side settled 
down quickly and got on the offensive from which a 
short corner resulted, a good shot by Rathbone being 
diverted into the net. Shortly afterwards a long 
corner was converted, a hard shot from Purnell giving 
the goalkeeper no chance. Although the Accountants 
were now firmly on top, the solid Stock Exchange 
defence was able to hold out and the final whistle 
went with honours even. 

` Members of the Chartered Accountants’ team were 
as follows: 
RE. Wray (Colchester); A. E. Day (Harrow); D. A. ‘Tripp 
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(Surbiton) (Captain); С. Thompson (Wimbledon); А. R. 
Tunnicliffe (Surbiton); 1. 5. L. Bewers (Bishops Suena 
R. С. Purnell (Blackheath), C. J. Stewart (Dulwich), C. О. 
nim (Reigate); 8. D: Rathbone (Reigate); С. Robson 
(Pur. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or NovemB.k 277TH, 1880 


- A leading article entitled 


COMMISSIONS. 


A subscriber calls our attention to a letter чај 
appeared a few days ago in a Manchester daily, 
apparently from the реп of a solicitor.. The writer 
therein propounds an absurd scheme in connection 
with bankruptcy reform, which we should not have 

ded as worthy of any note but for the fact that 
it incidentally contained a reference to an advertise- 
ment said to be cut from a daily paper which runs 
“To Solicitors: an Accountant is willing 10 divide 
profits with anyone introducing business.” 

Our remarks are specially directed to this passage; 
but we may notice incidentally the calm oblivion 
which legal critics usually manifest to the fact that, 
even under the exis law, the charges of the 
lawyers are invariably quite as astounding as those of 
the most flagrant trustees, judging from the cases 
which are paraded from time to time in the papers, as 
typical in their flagrancy. Whilst, if we look bake to 
an older order of things, we shall find legal costs 
a ying a still more unenviable prominence. 

eally when solicitors take to throwing stones at some 
eee “accountant,” they should be a little more 
mindful of the fact that some of their professional 
brethren live in the most transparent of eas houses, 

This, however, quite by the way: As to the invi- 
tation alleged to have been given to solicitors by “an 
accountant" to “‘divide profits," a simple statement of 
fact on our part will serve as a sufficient answer. Itis | 
that the second of the fundamental rules given in the 
Charter incorporating accountants declares that “а 
member shall not directly or indirectly allow or agree 
to allow of participation by a solicitor in the profits 
of his (the member’s) professional work, or accept or 
agree to accept any part.of the profits of the pro- . 
fessional work of a solicitor or any commission or 
bonus thereon." So far as our readers are concerned, 
the provisions of the Charter which.contains this rule 
are no doubt sufficiently well known. Our object in 
thus referring to it is to convey a knowledge of the 
fact beyorid the circle of professional accountants, by 
way of nadie Au emphatic reply to insinuations of 
the characte own out by this complacent bank- 
ruptcy reformer. 
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PUBLIC ACCOUNTS 


HE Committee of Public Accounts, which is recruited 

from members of the House of Commons, examines and 

makes periodic reports upon public accounts submitted to 
it by the Comptroller and Auditor-General. The latest report of 
the Committee, published last week, makes disturbing reading.! 
It discloses that ‘serious shortcomings’ in the administration and in 
the store-keeping and accounting of all the armed services still 
persist five years after the adverse comments on them contained in 
the Committee's 1950 report. It was found that, in some instances, 
important information regarding the quantity and location of 
stores had been assembled with a casualness and carelessness which 
made the final figures ‘quite unrealistic’. At one R.A.F. depot, 
for example, the 1952—54 stock-taking showed a 570,000 deficiency 
of a particular article compared with a 624,000 surplus brought 
out at the 1950—52 stock-taking. It was discovered on investigation 


. that the 'surplus' included a return of 605,650 from one storage 


site. This turned out to be the code number of the article and not 
the quantity actually on the site at the date of the tally! The 
Committee also refers to a project sponsored by the Ministry of 
Supply for a new type of radio set. The development work 
occupied six years, cost £240,000 and, in the end, proved abortive. 
The report also contains critical comments on matters connected 
with the National Health Service, including costing systems; 
we shall discuss these in our next issue. 


It is ironical that these and other examples of bad stewardship 


given in the report should be made known at a time when the 


Government, which must be regarded as responsible for the 
continuing muddle, is adyocating so strongly the need to practise 
domestic economy. The present system of Government accounting 
was laid down in 1866 and is obsolete by modern standards, but 
one of the reasons given for retaining it is that the records evolved 
from it can readily be checked with the estimates sanctioned by 
Parliament which must exercise complete control over public 
spending. The nature of the errors revealed by the Committee 
would seem to indicate, however, that these estimates may 
sometimes be based on premises which are both false and un- 
economic. If, therefore, Parliament wishes not only to control 
the amount of public spending but also to ensure that the country 
receives honest value for it, it must take the necessary steps to 


. improve the methods of costing and budgeting employed by the 


Departments. 


i ~ 





Y'Third Report fo. the Committee of Public Accounts, Session 1955-56. 
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FINANCE BILL-IV 
‘DIVIDEND STRIPPING (Continued) 


Aggregation 

T must be understood that all three 
| for aggregation (ог the purpose of 
А. ће то per cent test, exarnined last week, are 
confined in their object to deciding whether or 
not the dividend on a particular individual hold- 
ing of shates is within the mischief of clause 4 (1) 
or not. The inclusion of shares in the aggregation 
does not necessarily bring the dividend on those 
shates within'clause 4 (1), although, of course, it 
may do:so where the shares are aggregated 
pursuant to clause 4 (x) (a). 

Where a person has bought shares of the : same 
class on, say, two occasions, the first one before 
October 27th, 1955, or more than six years ago, 
and the second one after October 26th, 1955, and 


less than six years ago, and has subsequently sold - 


some of the shares, then, of | course, it. would be 
to his advantage to attribute the shares sold as far 


as possible to the shares bought on the later of the. 


two occasions. He would thus diminish the hold- 
ing to which clause 4 applies: However, clause 
4 (5), by а new manifestation of the popularity 
with the Inland Revenue of the rro principle, 
effectively prevents his obtaining any advantage 
in this-way. It directs that where a person sells 
or disposes of shares out of a holding acquired at 
different times (whether before or after October 
26th; 1955) it is to be assumed for the ригрове of 
clause 4 that shares which he held for a longer 
time have been disposed of before shares held for 
a shorter time. 

: Clause 4 (5) is no doubt НАА to apply only 
where the shares in question are of the same 
‘class’ as provided in clause 4 (8) (d), but for 
some unaccountable reason the draftsman 
in clause 4 (5) of shares of the same ‘kind’. 


Clause 4 (4): Bond Washing Transaction 
As long ago as 1937 a limited attack was made on 
collusive arrangements (known as ‘bond washing’) 
between finance houses and surtax payers, under 
which the finance howise bought shares from the 
surtax payer cum: dividend: and sold-them: back 
to him ex dividend. This legislation ‘is now 


contained in Section 203 of the Income Tax Act, 
1952. Subsection (3) thereof provides that, where 
a person carrying on the trade of dealing in 
securities (including ‘stocks and shares) agrees to 
acquire securities and, by any collateral agree- 
ment, agrees to retransfer them, then if the 


‘person receives any income from the securities, 


no account is to be taken of the transaction in 


"computing the profits of the trade. Where this 


subsection already applies, clause 4 (1) would be 
unnecessary. Accordingly, clause 4 (4) provides 
that in such a case the dividend on ordinary 
shares which otherwise would be treated as a net 
trading receipt under clause 4 (1) is not to be so 
treated. 


Clause 4 (6): Deemed Date of Acquisition 
of Shares : 

As we have explained, itis in general to the 
taxpayer's advantage to.show that shares were 
acquired by him either before October 26th, 
1955, or, failing that, at least six years before a 
dividend is received on them. We have already 
dealt with clause 4 (5), which provides that where 
shares are disposed of out of a holding acquired at 
different times, the oldest shares are deemed to 
go first. Clause 4 (6) is another ‘deeming’ pro- 
vision, mainly designed to widen the scope of 
clause 4. l 

Where a trade is (or is deemed to be) ‘set up 
and commenced’ and at the time shares form 
part of the trading stock, those shares are to ђе ,- 


regarded for the purposes of clause 4 as having } 


been acquired at the time by the person carrying 
on the trade. It follows that if a person acquired 
shares years.before October 26th, 1955,. and 
starts the business of a share dealer after that 
date, making the shares part of his trading stock, 
he is deemed to have acquired them on the day 
he starts business. Clause 4 (1) goes even further 
than that. Suppose that several partners have 
been in business for years as share dealers. After 
October 26th, 1955, one-of the partners dies, but 
the cessation provisions are applied because, 


owing to the intransigence of one partner (or 


of the personal representative of the fleceased 
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partner) the unanimity necessary for an election 
for the continuing basis is lacking. If dividends 
are thereafter paid on those shares out of accumu- 
lated profits, they are within clause 4 (1) and the 
net amount must be included as a trading receipt, 


“notwithstanding that tax at the standard rate 


has already been deducted. 
Where there is a company reconstruction and, 


‘by virtue of Section 17 and the Third Schedule 


to the Finance Act, 1954, the ‘continuing basis’ 
is applied to the assessments on the trade carried 
on by the old company and by its successors, 
then any shares forming part of the trading stock 
are to be deemed for the purpose of clause 4 to 
have been acquired on the date when the recon- 
struction took place. Here, again, the old com- 
pany may have acquired them’ years before 
October 26th, 1955. 

This principle of artificially post-dating the 
acquisition of shares is not applied where there 
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is a change in the persons carrying on а trade. 
and they succeed in electing to preserve the 
continuing basis in relation to assessments: on 
the profits of the trade. Moreover, if the shares 


.in question where acquired at a time when none 


of the present partners were partners in the 
trade, their acquisition of the shares is back dated 
to the date when the shares were acquired by the 
predecessors of the present partners in the 
business. АЕ the same time, anything else done 
to or by those predecessors will be deemed to 
have been done to or by the present partners, e.g. 
acting in concert in the buying of shares. Accord- 
ingly, the provisions for aggregation for. the 
purpose of applying {ће о per cent test will be 
widened in their scope. 

"The Committee stage of the Bill was concluded 
in the Commons on Tuesday, after some minor 
amendments had been made. he 

(To be continued.) 


SCHEDULE A REVALUATION 


SOME PRACTICAL CONSIDERATIONS 
by Т. Ј. SOPHIAN 


‘A LTHOUGH the revaluation of pro- 
Ak for rating purposes is taking place, 
and new rating assessments will duly come 

into force, the position of Schedule A assessments, 
as the law stands at present, will not thereby be 
affected at all. Indeed one may expect, until such 
time as Parliament makes a move in the matter, 
that properties will have very disproportionate 
assessments when the rating is compared with 


' the Schedule A assessments. ` 


~~ 


The reason for this is that though, when the 
last valuations were made for 1936-37 Schedule 
A valuations may have closely followed rating 
valuations — there is no provision, however, re- 
quiring them to be the same — rating valuations 


. will now take on a more modern -garb under the 


revaluation which is now proceeding, whereas 
Schedule A valuations will still keep their old- 
fashioned look because they have no option but 
still to be marking time. 


Quinquennial Revaluation | 
Section 84 of the Income Tax Act, 1952, which 
replaces Section 27 of the Finance Act, 1930 
(as amended by Section 25 of the Finance Act, 


1940), and Section 26 (1) of the Finance Act, 


1923, provide that for such years of assessment 
as Parliament might thereafter determine, and for 


each fifth succeeding year, all properties are to 
be revalued for the purpose of both Schedules 
А and B. The year for which a revaluation is 
directed is referred to as a ‘year of revaluation’. 
Under the 1930 Act, the revaluation took place 
for the years 1931—32 and later for the years 
1936-37. The next revaluation that was due to 
take place in 1941-42 was postponed indefinitely 
because of the war by Section 25 of the Finance 
Act, 1940, and there has been no alteration of the 
position since. A statutory provision for the 
next Schedule A revaluation will be necessary, 
and it is not anticipated that Parliament will make 
any move in this direction until the new rating 
assessments have been finally settled. 

The result has been that the vast majority of 
properties are, according to modern standards, 
substantially under-assessed, since the old valua- 
tions of 1936-37 are operating from year to year. 
In this connection it is important to note that 
Section 84 (3) of the Income Tax Act, 1952, 
provides that the annual value of any property 
which has been adopted for the purpose of income 
tax under Schedule А or B for any 'year of 
assessment’ is to be taken to be the annual value 
of that property for the same purpose for the next 
year of assessment, unless that year is a ‘year of. 
revaluation’. There has never been a year of 
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revaluation since the last year of revaluation for 
1936-37, and so the same figures are entered year 
after year for the purpose of Schedules A and B. 


Recurring Right of Taxpayer to 

Challenge Valuation 
There is this curious feature, however, and that 
is that while the Crown cannot, subject to certain 
exceptions, challenge by appeal the values that 
have been determined, it is open to the taxpayer, 
‘if he is so minded, to appeal against the assessment 
each year, notwithstanding that the assessment 
is one that was fixed for the last year of revaluation 
for 1936-37, and notwithstanding that the tax- 
payer may have already appealed against it 
unsuccessfully. In other words, in theory, it is 
open to the taxpayer to appeal every year 
against the same assessment that may already 
have been confirmed on appeal. Each year is 
taken as being quite separate-for this purpose, 
and the right of the taxpayer to challenge arises 
each year, irrespective of what may have 
happened in the past. 

This curious situation arises in consequence 
of the proviso to Section 84 (3) of the Income 
Tax Act, 1952. According to this proviso, any 
occupier of any property, or any owner or other 
person in receipt of the rents of any property, 
who is aggrieved by the amount to be taken 
(in the manner indicated above) as the annual 
value of the property for any year is entitled to 
appeal to the General Commissioners against the 
assessments to income tax under Schedule A or 
Schedule B in respect of that property for that 
year., iE 
Time for Appeal 
Where there is a revaluation, the time for appeal, 
under Section 51 (3) of the Income Тах Act, 1952, 
is twenty-one days after the date of notice of the 
assessment, but where the taxpayer has not been 
served with notice, the time for appeal is within 
twelve months from the end of the year of 
assessment. During the intervening period be- 
tween one year of revaluation and another the 
time would appear to be within one year of the 
particular year of assessment for which the tax- 
payer is objecting to the amount of the valuation. 
This appears to follow-from the proviso to sub- 
section (3) of Section 84 according to which the 
General Commissioners are to hear and determine 
the appeal ‘in the same manner and within the 
same: time, as if the annual value of the property 
so to be taken were the annual value determined 
for that year. as it would have been but ЮР the 
' provisions of Section 84’. deua 
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Appeal against Gross Value 

The appeal will of course be against the gross 
annual value, since as far as the net annual 
value is concerned, the adjustments to be made 
for the purpose will vary according to the cir- 
cumstances arising in each year, and giving rise 
to the various allowances such as, for instance, in 

respect of land tax (Section 94 (1) (a)), public 


drainage rates (Section 94 (1) (b)), expenditure . 


on sea walls (Section 94 (1) (c)); tithe annuities 
(Section 97), tithe rent charge (Section 98). 

The repairs allowance will of course be con- 
stant, but additional relief for extra expenditure 
may be given by way of excess maintenance relief 
under Section тот. 


Valuation by Person of Skill 

On ап а against ап assessment under 
Schedule A or Schedule B, the taxpayer can 
exercise the privilege, accorded to him by Section 
53, and require the Commissioners to cause a 
valuation of the property to be made by a person 
of skill. If such a person is appointed – and it 
should .be observed that the General Commis- 
sioners themselves have a discretion vested in 
themselves to direct a valuation of skill, if they 
consider it necessary — the valuation will be made 
by him and be verified on oath. А valuation so 
made cannot be challenged unless it is bad on the 
face of it. Lyons v. Collins (15 A.T.C. 510; 
21 Т.С. 12), Stewart v. Lyons (13 A.T.C. 477; 
19 T.C. 79). 

Powers of Revenue to alter Assessments 
Having regard to the strict direction laid down by 
Section 84 (3) to the effect that the annual value 
fixed for a year of revaluation shall continue to be 
the annual value for each succeeding. year until 
the next year of revaluation, the hands of the 


Revenue are tied to a great extent during this ` 
interval, and they will generally be unable to : 


have the assessment varied even though it may 
have become in the course of time manifestly short 
of the proper value at which the property is then 
standing. If, of course, the property has been 
pulled down and rebuilt, it will rank as a new 
property, and a fresh assessment will have to be 
made in respect of the new property. 'T'hat assess- 
ment, however, once made, will in general 
continue unaltered for intervening years, until 
the next year of revaluation. - 

Or again, if the property has been altered to 
such an extent that it has lost its identity, a 


‘new assessment can be made, for the property 


in its altered state will constitute a new unit of 
assessment. The new, assessment thus made-will 
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in general likewise continue until the next year of 
revaluation. 

The mere making of alterations, however, vill 
not justify the Revenue in contending that the 
original property has lost its character and been 
replaced by something which should now be 
classed аз ‘new’. Whether it has or not will depend 
on the degree and nature of the alterations, and 
-will substantially be a question.of fact. 

The usual method of dealing with altered 
properties, which are to be regarded as having 
lost their identity is by raising new assessments. 
If the alterations are not such as to entitle the 
Revenue to say that a new property has been 
substituted for the old, any alteration in the 
existing assessment, notwithstanding the altera- 
tions, would not be justified. 


Additional Assessment on Grounds of 
Discovery 

The Revenue, however, often seek to alter existing 
assessments on the ground of 'discovery'. Under 
Section 41 of the Income Tax Act, 1952, 
additional assessments may be made where the 
surveyor ‘discovers’ inter alia that the property 
has been under-assessed. 

The two principal cases on this point are the 
cases of Kliman v. Stone (15 А.Т.С. 222; 20 
T.C. 398) and Hills e. London Freehold & 
Leasehold Property Co Ltd (15 AJT.C. 222; 20 T.C. 
398). 

| Китап v. Stone 
The material facts and dates in Kliman v. Stone 
were as follows: 


May 1930. Premises reconstructed (outside 
London.) 

November 30th, 1930. Last date for assessors to 
bring in their certificate of annual value (see now 
paragraph 1 of Part I of Schedule V of the Income 
Tax Act, 1952) – no certificate brought in. 

January 1931. Premises let for first time at {160 
per annum. 

June 29th, 1931. Notice requiring statement as to 
rent and terms of tenancy — no statement made. 

September 7th, 1931. Further notice requiring such 
statement. 

April 5th, 1932. First assessment of £70 in respect 
of year 1931-32, made in ignorance of letting in 
January 1931, at £160 per annum. 

August 1933. Inspector became aware of this 
letting. 


It is to be observed that the lease of January 
1931, came into being after November 3oth, 
1930, the last date for the assessors to bring in 
their cettificate. 

' The Court; -howevér, held “that there- was 
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nothing in what із now Section 85 and Schedule У 
of the Income Tax Act, 1952, to preclude 
subsequent consideration of happenings affecting 
values, such as the lease of January 1931, 
occurring after the end of the ‘preparatory year’ 
(which in this case ended on November 3oth, 
1930) during which the work of revaluation was 
to be done for the ensuing year of assessment. 
The additional assessments made by the Inspec- 
tor, on his ‘discovery’ of the fact of the lease, were 
accordingly confirmed. 


Hill's case 
In Hill's case, the facts and dates were as follows: 


January 30th, 1930. Rating return made by occu- 
pier of the property (which was in London). This 
return disclosed a current lease dated May 1921 at 
a rent of £180. (A rating assessment of {160 gross 
was subsequently made on the basis of the lease.) 

April 6th, тозо. Commencement of the 'рге- 
paratory year’ for London. Date for bringing in of 
certificate by assessors (this date corresponded for 
London to November 30th, 1930, for outside 
London). 

August 20th, 1930. Upon expiry of lease of May 
1921, а new tenancy granted for one quarter expiring 
March 25th, 1931, at an increased rent of Дтоо рег 
quarter. 

April 24th, 1931. New lease granted to a new 
tenant at £300 p.a. with subsequent increases. 

August Тот, 1931. Inspector assessed at £189 
gross and {154 net on the information contained in 
the above rating return. Inspector was unaware of the 
two lettings. ' 

1932-33. Similar assessments. 

1933-34. Ditto. | 

1943. Inspector learnt of these two other lettings, 
and additional assessment was made. 


The Court ruled in this case that account might 
be taken of circumstances affecting the valuation, 
where they occurred either during the prepara- 
tory year, such as the letting in Kliman’s case, 
and the first quarterly tenancy in Hill's case, each 
of which took place in a preparatory year, or 
during the year of revaluation, as the new second 
letting in Hill's case, which took place in the year 
of revaluation, and accordingly the additional 
assessment in Hill's case was confirmed. 

The point still remains open as to whether 
‘discovery’ of facts occurring after the year of 
revaluation can entitle the Inspector to make an 
additional assessment. | 

It appears that there is по power to make an 
additional assessment in such circumstances 
except in the special circumstances of a recon- 
struction resulting in the creation of anew unit of 
assessment. 
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THE AUDIT REPORT 


by J. О. DAVIES, F.C.A., A.C.W.A. 
Chief Internal Auditor, National Coal Board 


Introduction 
HE. subject most frequently discussed by 
internal auditors is "probably the report. 
I make no apology for introducing it into 
this session of our Chapter meetings because it is 
a subject to which constant and unremitting attention 
must be given. Recently, a reviewer of books in the 
accounting/auditing field has de- . 
Scribed the report as 
*the ever-important and logical 
conclusion to all audit work’. 
It has been also described within 
recent months as 
'the visible end-product of an 
internal audit service' 
and 
‘the culmination of all survey 
` work and the major criterion of 
how well the job has been done'. 
In this address I am making no 
references to such matters as 
ambiguity, monotony, incorrect 
English, incorrect spelling, lack 15) 
of simplicity, excessively long |: 
sentences, use of technical jar- 
jon, bad punctuation, the use of 
abstract words instead of con- 
crete ones. АП these things are 
important and are well known to 
all members of the Chapter. 
Rather have I concentrated on Ea 
what might be called those . 
psychological ts of report 
writing which Miet its presenta- 
tion and materially affect the impact it will make on 
those who read it. All business writing to be effective 
must inform, persuade, impress or awaken the reader. 
A well-known American columnist once wrote: 
‘Accountants are the wisest of men. Once 
working as a newspaper reporter [he goes on to say], 
I covered one of their conferences and in four days 
I didn’t hear a single foolish word. What they said 
` was sober, sound and indubitable - but it was also 
flat as dish-water.’ 


Introductory Section of the Report 
The main purpose of the introductory section is to 
describe the subject of the investigation more 
precisely than is possible in the title. It should com- 
mence with the terms of reference and, if appro- 
priate, a short account of the necessity of expanding 
these terms during the course of the investigation or 
the desirability of concentrating the investigating 
An address delivered at a meeting of the London Chapter 


of the Institute of Internal Auditors on November and, 
1955. Mr О, A. MacKinnon, c.a., was in the chair. 
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on major issues. But this section of the report must 
not degenerate into a lengthy recital of the audit 
checks imposed. The reader of the report is entitled 
to assume that the auditor has a programme and has ' 
carried it out. Neither should the report be regarded 
as a vehicle for the protection of the internal auditor 
by a recital of qualifications necessitated by the limita- 
tions of the audit. 


Planning the Audit, Report 
.It is fatal not to give thought to 
the audit report until the audit is 
concluded, when a lot of the 
2: interest may have gone from the 
ii job. By that time the material has 
been assembled but the report 
has probably still to be fabricated. 
г As time goes on, the precision 
and sharpness of the auditor's 
viewpoint is likely to become 
dulled or blunted. At this stage 
the internal auditor may well 
have started to think about his 
next assignment. It may well be 
that a dead-line has been set for 
the conclusion of the writing of 
the report. There is nothing 
worse than when an auditor 
gathers around him his working 
papers and his notes and wonders 
where he can begin to write. 
Under such conditions it is 
difficult to bring to bear the 
techniques required, the choice 
of appropriate headings and the selection of the 
right phrase. 

To avoid this position, it is therefore suggested ; 
that at the commencement of an assignment, subject 
folders should be opened and working papers and 
notes placed in them. As soon as one aspect of the 
audit has been concluded the related section of the 
report should be written. The impression in the audi- 
tor’s mind will then have been caught in its freshness. 

But a report written by sections at different times 
is not of itself a good report. On the first review of 
the draft report, continuity has to be sought. Some 
of the material will have to be shed; other material 
will need to be rewritten so as to support the intention 
of the report, and all the time, possible replies to state- 
ments made in the report must be anticipated and 
forestalled. 

Order in the Report 
Too much importance cannot be attached to the 
order of the arrangement of the report. Тійв will be 
determined generally by the subject-matter or the 
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„effect that is desired to be produced on the reader. 
Sometimes careful | thought is required before the best 
order is achieved; in other cases the order seems to be 
inherent in the subject-matter. Consideration has 
generally to be given to the following schemes of order 
before a selection can be made. 

(a) Known to Unknown 

‘This places the reader at ease because he first reads 
about things that are familiar to him. Having gained 
his confidence, he is then gently led to less familiar 
things in such a way that when he reaches the end 

- of the report he is prepared to accept the recom- 
mendations and conclusions. This approach might 
well be adopted when a manual accounting system 

- is being surveyed with the object of recommending 
mechanization. 

(b) Time Order 
. When a series of events have to be presented, the 
.' time order is a natural selection. 'T'his is used when 
, describing a procedure or the flow of work, 
(c) Deductive Order : 

This term is applied to the report in which a general 
statement is made at the beginning of a section and 
is followed by details and illustrations. It might 
well be adopted in a report on a stores system where 
it would be appropriate to state the general require- 
ments of an adequate system and then to apply one by 
one the features of the system under review to the 
general requirements, at the same time commenting 
on the defects that are revealed. 

(d) Inductive Order 

This term is applied to the report in which the 
salient features are described at the beginning of a 
section and then the effects of such features are 
described. This order of presentation might well be 

. applied where there is in existence a well established 

'and apparent adequate payroll system where it is 
desired to bring out the weaknesses existing in it. 


Choosing the Data 

Even for a short report, a mass of material is usually 
collected and this has to be sifted before the report 1s 
finalized. In this mass of material will usually be found 
duplications which sometimes give strong support 
to conclusions drawn, preliminary observations which, 
as the audit progresses, have been replaced by final 
observations better grounded on fact, notes on curious 
situations which have no relevance to the assignment, 
notes on expressions of opinion for which con- 
firmation has not been found. 

In addition to these written notes, the internal 
auditor will have his recollections of discussions that 
have taken place. 


The Use of Paragraphs 
Paragraphs have been likened to the bricks with which 
the report is built. 

А report can be read with much more comprehen- 
sion if each paragraph contains one basic idea and if 
the reader can feel the progress he is making as 
paragraph succeeds paraggaph. 

Some writers make use of a topic sentence which 
forms thg opening sentence of each paragraph and in 
which is stated the Gentral-tlieme'of that paragraph. 
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The remaining sentences in the paragraph in such a 
case expand or elaborate or qualify (if necessary) 
the central theme. An advantage of this procedure is 
that a reader who is familiar with the thought 
contained in the topic sentence need not read the 
remainder of the paragraph. 


Headings 

Only a few words can be used in a heading but m 
should be selected to be as informative as possible and 
to catch the attention of the reader. If the report is 
written on .a storehouse, say at Birmingham and 
is headed, ‘Birmingham ‘storehouse’ – no interest is 
assured. If it is headed ‘Increase in losses at Birming- 
ham storehouse’ it arouses concern; if it is headed 
‘Reduced losses at Birmingham storehouse’ it 
arouses pleasure; if it is headed ‘Strange situation at 
Birmingham storehouse’ it arouses curiosity. 

Sub-headings recapture the flagging interest of the 
reader. The desirability of using short sentences a$ 
headings should sometimes be considered, for 
example ‘There is inadequate supervision’, “The 
rotation of duties is not effective’. A careful choosing 
of headings allows a knowledgeable reader to grasp 
quickly the import of the report through a quick | 
glance at the headings. 


The Use of Link Words 


The easy flow from one sentence to the next and from 
one paragraph to another can be maintained and im- 
proved by the skilful use of link words and phrases so 
that transition from’ thought to thought can be 
achieved with rhythm. 

Some of the more effective ones are: 

Equally so; on the other hand; to this end; hence; 

in this way; in particular; for this purpose; in spite 

of; with this in view; on the contrary; accordingly. 

An effort must be made, however, to avoid the 
monotonous repetition of the same or similar link 
words. | 
- Recommendations 


a section on recommendations requires great care 
а саран since in this part of the report the 
internal auditor is nearer to taking executive responsi- 
bility than at any other stage of his work. 
Recommendations should be closely linked with 
criticisms made in earlier paragraphs of the report and 
the appropriate paragraph number should be quoted. 
Special attention should be given to framing 
recommendations from the viewpoint of clarity, 
accuracy, practicability and appropriateness. 
Recommendations can appear either at the end of 
the report or immediately after each section of the 
report with a summary which can be positioned at 


. Closing Section of the Report 
The closing section of the report is the most difficult 
to write. On the one hand, it should be remembered 
that the reader should have been prepared in the 
earlier sections of the report for what is to be said in 
the-closing section.-On the other:hand, the closing 
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section ‘must: capture and hold the interest of the 
reader; it should be the section that he will remember 
the longest. In this section, the-internal auditor is 
allowed to apply special. emphasis to. any general 
conclusion he wishes to draw. He may, in fact, write 
from a special viewpoint; indeed, his terms of 
reference may indicate the viewpoint he is to adopt. 
In this section, commendatory remarks can be 
made in appropriate cases in order to avoid the feeling 
that only the irregular items are being reported on 
whilst the large volume of accurate work is being 
passed over without realization of its significance. 


Editing the Report 


Some large internal audit branches employ staff who 
have developed special skill in report writing for 
preparing reports from the working papers and notes 
_ made by the men who have undertaken the assign- 
ments. Whilst it may produce a higher average 
standard of report writing, it stultifies the individu- 
ality of. the report and gives no opportunity for the 
techniques of report writing to be developed by 
investigators. 

But great advantages accrue from the editing of 
reports. ` 

The editor stands midway between the report 
writer and the reader-and herein lies his value. His 
training is such that he is in tune with the report 
writer's approach to the assignment but he views the 
report with cold detachment. It is not the job of the 
editor to change the report into the exact form in 
which he would have written it. The individuality 
of expression of the writer should remain. Ungram- 
matical expressions will need removing; circumstances 
that require further explanation. will need elaboration; 
rearrangements may be necessary from the viewpoint 
of clarity. . 

Final Review 


On the final review of the report before issue, it is 
helpful to hold in one's mind a list of questions to 
зру to the report. Five of these а, might be on 
the following lines: 
, Is it quite certain that every figure and every 
conclusion can be supported? [One inconsistency 
- can undermine completely the effect of the report.] 
Will the reader’s attention be held throughout the 
, report by the logical flow of the thought? 
'. Наз-а new aspect been brought into the closing 
sectión which necessitates some expansion of the 
Љоду of the report and а. brief reference to it in the 
opening section? 
|: ' Is there a tendency in the report to avoid the 
discussion of realities by an emphasis on accounting 
terms and symbols? 
' Have any situations been described in the report 
so carefully and with.such regard to nicety that the 
average reader, who may not appreciate fine degrees 
of а may be misled? 


‘Discussion of Reports before Issue 


Much, ‘has been writtén on whether reports should 
be'discussed with the head of a department under 
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audit-before. they are issued. There are undoubtedly. 
many advantages to be gained-by discussion of which 
the following. come to mind: 
(i) Some matters may require prompt action. di is 
< then the duty of the internal auditor to disclose 
what he has found. . 
(ii) If a recommendation is accepted and put into 
. operation the report can record the fact and the 
' matteris closed. —— 

- (iii) Discussion may lead to the unfolding of further 
information which might need to be considered ' 
from the viewpoint of amending a recommenda- 

. ' tion before the report is issued. 

(iv) It is good psychology and removes the fear that 
the internal auditor is operating against the staff 
of the department under review. 

There are also some disadvantages: 

(i) Some auditors are apt to yield ground under 
pressure and the freshness of the report is some- 
times destroyed by the substitution of weak 
phrases for dynamic ones. 
(ii) There is à danger that during discussions the 
internal auditor will assume executive authority 
by issuing orders during the discussion. 


Presentation 

Written Reports 
The completed report should, of course, be well 
typed on good quality paper and be placed in a 
folder designed to enhance its professional appearance. 
If it is a long report it should be sectionalized by 

аа use of dividing sheets and tabs. Too often is 
the s appeal of an attractively prepared audit 
report neglected by internal audit departments. 
Oral Reports 
Most internal auditors назе experienced the situation 
where in an emergency they have been called into 
discussion by higher management to provide informa- 
tion and give views on a situation that has suddenly 
arisen. The written and spoken presentation have 
much in common. The skilled report writer when, 
called upon to make an oral report will draw on the 
techniques.he has developed id his report writing. 
He will demonstrate the recognition of the extent of 
his remit in his opening sentences, he will automatic- 
ally arrange his data in logical order, will deal with one 


. aspect of the subject at a time and he will at all times 


endeavour to sustain interest. 

In fact, using the techniques of report writing, he 
will at an oral presentation create a more vivid 
impression than his written reports can ever convey. 
But it is essential that the time that is to be devoted to 
the oral report should be budgeted carefully. This 
budgeting is analogous to the editing of the draft 
written report and is equally important. 


Conclusion 
А. writer who remains anonymous has said: 


"Wisdom is knowing what to do; skill is knowing. 
how to do it; but virtue lies in persuading the other 
шап to do it.’ 


Internal.audit reports should, therefore, carry con- 
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viction. The test of the effectiveness of reports is 
whether a complicated follow-up procedure is 
necessary or not. The function of internal audit 
requires inquiry whether effective action has been 
taken on recommendations. A communication to this 
point not forthcoming within a reasonable time 
may mean that there is a difference of opinion 
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or may indicate the need for an interpretation. 
- The last thought I leave with you is that nothing 
more displays the internal auditor’s capabilities and 
characteristics than his report. If he is reliable, 
constructive and efficient, his reports will reveal it; 
if he is small minded, petty or vindictive, he will be 
unable to hide it. 


Ми NOTES 


Report on Farming 


We are always interested to receive the lively and 
informative publications from the University of 
Cambridge School of Agriculture. The latest, 
Report on farming 1954-55, is no exception to the 
standard of its forerunners. Although it deals with 
the production and profits of the industry in the 
Eastern Counties, it will be of interest to readers in 
any farming community, if only for the way in which 
a universal problem is tackled. 

The autumn Budget and the controversy which 
it has provoked have led to criticism of agricultural 


‘subsidies. It is obvious that any pruning of them, 


coupled with the continued pressure for higher wages 
for farm workers, will threaten the already narrow 
margins of profit on which many of the smaller 
farmers exist. Indeed, this report demonstrates that 
the so-called profit, when put on a proper compara- 
tive basis by making allowance for the value of the 
proprietors’ services and a reasonable rate of interest 
on his invested capital, is very slender indeed. 

On the other hand, we are shown that with the aid 
of proper analysis of his financial results, and a 
reasoned comparison with standards, it is possible 
to carry out an accurate economic diagnosis and to 
point the way to more efficient and profitable results. 
The basis of this method was described in detail in 
The interpretation of farm accounts, also from 
Cambridge University, which formed the subject of 
a leading article in our issue of April 16th last. The 
writers of this report acknowledge the part which 
the accountant can play in producing the necessary 
information. 

Apart from dealing with the general farming carried 
on in the area, the report includes reference to two 
specialist activities - market gardening and poultry 
keeping – normally carried on by smallholders rather 
than in large units. In the case of the former activity 
(which is not subject to any price peo the 
highly speculative nature of the enterprise is clearly 
Shown as between one year and another. With poultry 
keeping the return to the proprietor varies, in the 
same year, from a profit of 24s a bird in the case of 
the most efficient, to a loss. of 1s a bird in the case of 
the least efficient. The apt comment is made that 


‘the chief causes of low Income were the excessive 
use of labour and in some cases the scale of the 
enterpr&e, which was often too small to provide 
an Dadequae living for the occupiers'. 


The report also emphasizes that efficient operation 
demands the increasing expenditure of fresh capital, 
which in the majority of cases must be provided from 
current earnings. To a large extent this demand for 
greater capital investment is a direct result of increas- 
ing wages and the necessity for installing labour- 
saving methods and equipment. 


Trade Union Liability 


Ever since the case of Osborne v. Amalgamated 
Society of Ratlway Servants in 1912, the relations 
between a member and his trade union have been 
regarded as one of contract. Osborne brought an 
action for reinstatement following what he claimed 
to be wrongful expulsion and won his case. Later 
still, an action to invalidate an unauthorized alteration 
of union rules was upheld in Court on the petition 
of a trade union member.. But the Court of Appeal 
refused to award damages to an aggrieved member 
of a union in the case of Kelly о. N.A.T.S.O.P.A. 


5. 

With the growth of the ‘closed shop’ practice it is 
obvious that members expelled from a trade union 
may find it difficult or even impossible to secure 
employment of a similar character, and may thereby 
suffer financial loss. If the expulsion is not in accord- 
ance with union rules, such loss can now be the 
subject of a claim for damages following the House of 
Lords decision in the recent case of Bonser v. 
Musicians’ Union. At the time of his expulsion from 
the Musicians’ Union in 1949, Mr Bonsor was 
earning {10 a week. He failed to obtain employment 
as a musician because of the ‘closed shop’ which 
operates in that profession. The alternative employ- 
ment which he was able to obtain resulted in a con- 
siderable drop in his ea 

The Court of Appeal, in 1954, agreed that he had 
been wrongfully expelled from his union, but, follow- 
ing the case of Kelly v. N.A.T.S.O.P.A., refused to 
give damages. On the death of Mr Bonsor his widow 
carried on the fight to the House of Lords, and their 
lordships unanimously allowed her appeal against 
the decision of the Court of Appeal. This decision is 
one of some importance. Unions can still exclude a 
person from membership and, therefore, -possibly 
from employment in his trade, if they keep within 
their own rules. But this decision will be a timely 
warning against any kind of unauthorized action by 
over-enthusiastic local officials. 
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· Four Years of Colombo 

In its four years of existence, the: Colombo Plan has 
played а useful part in placing expert advice and 
modern equipment from the West at the disposal of 
South East Asia (including the Indian sub-continent). 
Managers as well as technicians have been loaned 
and training courses have been devised in the West 
for suitable candidates. 

The fourth annual report of the Consultative 
Committee for Co-operative Development in South 
and South East Asia has now been issued. The 
committee’s somewhat high-sounding title means in 
simple language that it is the governing and organiz- 
ing body for what is popularly known as the Colombo 
Plan. Speaking of the tasks which lie ahead, the 
report points out that certain general issues have 
emerged in the first four years. These are, first, that 
widely different conditions exist between the countries 
covered by the Plan. Second, that the early and easy 
stages of development have now been passed: future 
progress will be more difficult because it will be on a 
bigger and more complicated scale. Third, there is 

' need to organize local capital as well as getting capital 
from the outside. Last, regional, as opposed to 
national, problems have begun to assert themselves, 
for common problems must lead to co-operative 
action. | 

2 - More Sheet Steel Capacity ? : 
There has been a good deal of controversy behind 
the scenes of late about the level of sheet steel 
capacity. It has been apparent for some time that the 
engineering industries were using more sheet steel 
than could be supplied by the home steel industry, 
the consumption Р the motor vehicle industry being 
particularly buoyant. In consequence, the level of 
finished steel imports has been reaching serious 
proportions. In this matter, therefore, the views of the 
Government and the engineering industries have 
been roughly similar. The Government has been 
anxious to see sheet steel capacity expanded to cut 
down hard currency. imports and the metal-using 
industries have naturally fallen in with this view. On 
the other hand, the steel industry has been under- 
standably reluctant to take too optimistic a view 
about future demand. It remembers the notoriously 
vicious trade-cycle which can develop for steel 
products and it has already had to adjust itself to a 
continuous expansion programme since the war. 

Further expansion plans were divulged last week 
to a daily newspaper by the Steel Company of Wales. 
These have still to be formally announced by the 
Iron and Steel Board, but it is evident that the 
approval, at least in principle, for these schemes 


must have been given for the company to have. 


published them. The company’s second stage in its 
development plans is nearing completion. There- 
after it plans to add at least a further 500,000 tons 
of hot-rolled coil capacity: This will be achieved by 
extensions to existing works. In addition, Richard 
Thomas & Baldwin's. Ebbw Vale works may have 
its capacity raised and the indüstry.is working out 
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plans for a possible fourth mill. 'The industry's sheet 
capacity is developing faster than was planned in the 
early 19508. | 


Three-shift Working in Cotton 

In most industries today there is at least a measure of 
agreement about the need to work expensive equip-. 
ment on a multiple-shift basis in order to get the 
large-scale standard runs and consequent lower 
costs of production per unit which will justify the 
initial investment. ' 

The cotton textile industry has been slower than 
most to come round to this view, and there are still 
many dissidents from it, both on the side of manage- 
ment and of labour. Of recent months, the unions 
have been trying to get agreement among themselves 
on the issue and there were hopes in the late summer 
that spinners and weavers would adopt a joint 
policy on the subject. This fell through and the 
weavers decided to go ahead alone and discuss with 
management the possibilities of -three-shift working 
over a wide field. The weavers have now said that 
only union labour must be used on the night shift, 
and this condition has been rejected by the employers. 
Some employers, however, are prepared to accept 
this condition, and if the weavers' representatives are 
prepared to go ahead with such concerns before 
getting a comprehensive agreement with all federated 
employers, three-shift working in the weaving sheds 
may begin in the new year. The urgency for action is 
illustrated by the opening of the Cotton Board's 
redundancy discussions on December 6th. It will be 
a double tragedy if Lancashire has to accept perman- 
ent contraction without giving multiple shifts a 
fair trial as a means of cutting costs and increasing 
competitive power. 


American Accountants Expect Mild 
Inflation | 

The result of a questionnaire submitted to members 
of the Council of the American Institute of Account- 
ants, shows that two-thirds of members who replied 
predict that prices will increase moderately in the 
United States during the ensuing year. Slightly less 
than one-third expect them to stay about the same, 
while only a handful anticipate a decline. 

Other points of interest are that half of the mem- ' 
bers foresee a continuation in 1956 of this year’s high 
level of business activity, while nearly one-third look 
for a still higher level. Only 8 per cent expect a 
decline. In addition, the majority anticipate expendi- 
ture for modernization and expansion in 1956 to be 
about the same as this year. | 

Opinion was almost evenly divided among those 
who thought that business profits before taxes would 
be higher, about the same, or moderately less than 
this year, with ‘moderate increase’ getting the largest 
vote by a small margin. | 

The members were asked to base their replies on 
their detailed knowledge. of the financial affairs of 
thousands of business clients, large апа srpall, in all 
parts of the United States ла си". 
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FINANCE AND COMMERCE 


Only the maintenance of a high level of activity in 
new issues provides life in the stock-markets. General 
business 18 on a very small scale with the market’s 
technical position making for a reasonably firm tone, 
despite the paucity of support. In new issues the 
resumption of trustee borrowing has been continued 
.with the Glasgow loan, a public offer of industrial 
shares has been particularly successful and another 
steel share offer is expected soon. 


Widespread | 


‘As far as the eye can see’ is a common phrase in our 
language with a meaning very definite yet varying 
according to the beholder. There must be many of 
us who are saying, ‘Here, look through this for me. 
Your eyes are better than mine’. 

We make no further comment, therefore, on the 
accounts of Edge Tool Industries Ltd, which we reprint 
this week with particular reference to the consolidated 
profit and loss account of the company and its British 
subsidiaries. Even in our reprint, the account is 
rather a widespread affair. In the original it covered 
an area fourteen inches by eight. Imagine it spread 
lengthwise over a full double page opening of The 
Accountant. 


The accounts this year exclude from the consolida- , 


tion the sterling equivalent of the Brazilian sub- 
sidiary's figures in view of the exchange fluctuations. 
The Brazilian company's accounts are, however, 
provided separately. 


North Atlantic Securities ` 


À word of appreciation for the first accounts of the 
North Atlantic Securities Corporation Ltd, an 
investment trust launched this year to connect 
investors here with the American and Canadian 
stock-markets. The contents of this publication are 
simple: just a plain record of the investment of money 
and what it has produced, but what we like about it is 
that in its limited scope it manages by the use of good 
paper, printing, layout, etc., to look just that bit 
better than the normal. It is the difference between 
the ‘super-typed’ letter and the plain ordinary. 

The accounts are for the period from February 
roth to September 3oth, 1955. They show the raising 
of £14 millions of capital and its investment to the 
extent of about £1} million. Initial period income 
naturally does пої show full capacity. From invest- 
ments it is £22,274 and from underwriting £592. 
Loan interest (£6,603), management expenses 
(£1,749), directors’ fees (£766), and audit fee (£157), 
reduce the net to £13,591. Income tax is £9,656 but 
£3,918 is recoverable on éxpenses and is shown аз а 
current asset. | ; 
‚А full list of the investments is provided and is 
analysed as to United Kingdom (41'9 per oak 
Canada (14:9. per cent), and U:8.A. (43:2 per cent), 
over 14 categories. All the«322' investments are in 


equities, itself a departure from general investment 
trust practice. 

'The company was formed under the auspices of a 
leading investment trust group and there was 
consequently a ready-made list of prospective share- 
holders when the capital was raised. Lord Latymer, 
the chairman, notes. in his statement that 1,017 
applications were received for 5,700,000 5s shares, 
913 applying for 8,000 shares or less and 429 for 
1,000 shares or less. The point has now been reached 
where application is being made for a stock exchange 
quotation. PM : 

Section 196 ` 

One of our readers raises a point from the accounts of 
Bertram Mills Circus Ltd which we reprinted in our 
issue of October 22nd. Reference back will show that 
а note was attached to the profit and loss account 
stating that "Iwo directors have been assessed to 
income tax in respect of benefits in kind totalling 
£500 which are additional to the remuneration shown 
above'. 

Our correspondent thinks the note is ‘most in- 
triguing'. Section 196 of the Companies Act, he 
points out, does mention expenses allowances charged 
to income tax but does not state that benefits in kind 
are also to be evaluated by the Revenue. : 

Does. this note imply, he asks, that both the board 
and the auditors consider the assessments iniquitous 
but are unable to get them reduced any further, or 
does it simply attempt to avoid the responsibility of 
evaluating imponderables by ‘passing the buck’ to 
the Inland Revenue. 

Ought we not, says our correspondent, to have the 
courage of our convictions and continue to send . 
accounts to the Revenue with our approval of the 
board's valuation of the benefits in kind, even if the 
Revenue, applying its somewhat artificial con- 
ventions, arrives at a vastly different figure. 

Incidentally, he adds, is Section 196 complied with 
by supplying figures that must be added up to give 
the aggregate. | 

Apart from all other considerations, our reader’s 
letter is the spur to become well acquainted with 
Section 196, probably one of the longest in the Act. 


Money Market 

Growing popularity of the 63-day Treasury bills 
brought applications of £75,790,000 for the {60 
million of bills offered on November 25th. At a 
maintained bid of {99 5s 94, the market received . 
78 per cent of requirements with the average rate at 
£4 25 6:34d per cent. | 

Applications for the £230 million of g1-day bills 
totalled £311,055,000 with 61 per cent allotment 
on the basis of the maintained bid of £98 19s 6d. 


^ The average rate was [4 27 0-88d per cent. This week's 


e 


offer of g1-day bills is £240 million. and of the 63- 
day maturity £50 million... s: 5 us su s > 


H 
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EDGE TOOL INDUSTRIES LIMITED and its BRITISH SUBSIDIARIES 
` Consolidated Profit and Loss Account for the year ended June 30th, 1955 





Trading Profits of British Companies .. “+ oe 


Add Income from Trade investments (gross) 
Income from British Government Securitles dn 
Other Interest .. s И sis vx .. 


174,305 


Deduct Depreciation: 
Freehold and Leasehold Property .. a “i 
Plant and Machinery, Furniture, Vehicles, etc. .. 
Note. – No depreciation has been provided on Freehold Land 
Emoluments of Directors and Past Directors of Edge Tool [ndustries 


Limited: 
(а) Fees. T af "m СР v .. 
(b) Management аашаа н m .. 
(с) Penslons .. .. T 


(d) Compensation paid by. a subsidiary to former И 
Auditors’ Remuneration and Expenses es .. on .. a. 


Provision for Taxation on the profits for the year: 6 
(а) Profits Tax .. ex T ET vi .. aa е 14,615 


(b) Income Тах .. vis s Vx ^x .. v v4 40,816 
| 45,433 
Net balance of profits for the year .. zs E ri ote e e D 20,906 


Add Over-provision of Taxation in previous years .. as + ae 15,124 


36,030 


Deduct 
Losses on Sale of Plant P ^s T P i 2 


Loss on Exchange ~ Brazilian Rarniteancas He 


Add Balance of Profits from previous year: 
Edge Tool Industrias Limited is bos “a d is a% 57,408 
British Subsidiaries .. ex s $5 e» T P .. k 176,759 


Deduct Provision for exchange fluctuations .. 
Balance of consolidated profits of British companies available for app: opr 


(including £45,643 in accounts of Edge Tool Industries Limited (1 1,052)) 
Deduct Appropriarions: 
ritish Subsidiaries ~ General Reserves .. of »s si ory 
C! Dividends palid and payable of Parent Company (less tax): 

On 5 per cent Cumulative Preferance Stock: : 

Раја and accrued ,. es .. .. m ae xx 

On Ordinary Stock: 5 

Intarim раја, 5 per cent .. .. m .. TP m 


Final proposed, 124 per cent .. m m oe .. .. 


Balance carried со Balance Sheet, comprising: 
` Edge Тоо! Industries Limited TET Es 2: 
British Subsidiaries — .. .. .. .. .. РА T .. 





Note. — The curren rofits after taxation of the Brazilian Subsidiary for which accounts are attached amounted to 3,879,550 cruzeiros for the an s 
June 30th, (56 (1954: 6,090,439 cruzelros) of which 90 ber cent, l.e. 3,491,595 cruzeiros ор 5,481 395) Is attributable со Edge Tool Indu 
Limited. The free market exchange rate at Juno 30th, 1 was 212.5 cruzeiros to the £ (1954: 158). 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Special Degree Courses 
Sm, – The remarks made by Mr №. S. Carrington 
at Bristol on November roth are interesting?. 

It is pleasing to know that the special degree 
courses are filling the functions for which they were 
designed. It is of great help to have the viewpoint 
of a person of responsibility and wide experience in 
public and professional life. 

With regard to the ‘grave dangers’ to which 
Mr Carrington made reference, it is hardly likely 
that these will occur, because all the special courses 
are in the safe hands of members of the Institute of 
Chartered Accountants of either England or Scotland. 
As for the results of students who have passed through 
the special courses, reference can be made to my 
letter published in The Accountant of August 2oth last. 

One finds oneself in full agreement with Mr 
Carrington’s final remarks on the value of university 


chairs of accounting in the field of research and post- _ 
graduate study. Immense contributions have already 


been made in the field of applied économics and 
statistics by the holder of one of the latest chairs of 
accounting to be established. 


‚Е we are interested in contributions being made in 


the accounting field, it seems clear that the vast 
practical experience of the profession will have to be 
made available to the universities, together with, if 
one may tread on uncertain ground, much greater 
enthusiasm for research by the profession in general. 
Yours faithfully, | 
G. W. MURPHY, | 
FACULTY ОБ ECONOMIC AND SOCIAL STUDIES, 
Manchester. UNIVERSITY OF MANCHESTER. 


‘Piecemeal Realization in Partnership 
Dissolution’ 

Sm, – Mr R. E. Ellmer, in his article on this subject 
in your issue of October 8th, advocated a method of 
distributing realized assets according to pre-estab- 
lished priorities. I would like to suggest that identical 
results can be achieved by assuming all unrealized 
assets to be valueless, allocating the notional loss 
arising, and distributing as per .the remaining 
capitals. (See Table I below.) 








Тав (| 

Total А. В. C. : D. 

Profit-sharing ratios ate s 2 r 

MC P i 
Initial capitals . 12,000 1,500 4,500 5,000 1,000 
Assumed loss 6,000 2,400 1,800 1,200 600 
6,000 Рт. доо 2,700 3,800 400 
Re-allocation of debit balance - - 450 300 150 
Stace I DISTRIBUTION £2,250 £3,500 £250 


„. £6,000 - 





! See report of the speeches at the annual dinner of the 
Bristol and West of England Society of Chartered Ac- 
countarits, in The! Accountant dated November 19th,.1955. 


£ £ £ £ £ 











Capitals remaining .. 6,000 1,500 2250 1,500. 750 
Assumed loss ХА 3,000 1,200 'goo 600 300 
Бтаов II DISTRIBUTION . £3,000 £300 £1,350 {900 £450 

— — шоа 

£ £ £ £ 

Capitals remaining .. 3,000 1,200 goo 600 300 
Assumed logs Ys 2,000 боо 400 200 
бтАбе II DISTRIBUTION É1,000 доо £300 (200 тоо 
TOTAL DISTRIBUTION +» £t0,000 £700 £3,900 £4,600 {£800 





In this table, I have followed the precedent of 
Mr Ellmer in that the re-allocation of the debit 
balance arising оп A.'s account has been made 
among other partners in the ratio they would share 
profits. However, such a procedure entirely ignores 
the application of the rule in Garner 9. Murray, anda 
more correct: distribution pattern would be as in 
Table IT below. 

















Tapus II 
Total А. B. C. D. 
Profit-sharing ratios Lus wk 1 3 2 t 
£ # £ £ 
Initial capitals +. 12,000 1,500 4,500 5,000 1,000 
Assumed loss 6,000 2,400 1,800 1,200 600 
6,000 Dr. 4,700 3,800 o0 
Re-allocation of debit balance € 900 и 486 
STAGE I DISTRIBUTION . £6,000 ~ £2,314 £3,372 £314 
£ £ £ £ 
Capitals remaining .. 6,000 1,500 2,186 1,628 656 
Assumed loss E 3,000 1,200 900 600, 300 
STAGE II DISTRIBUTION .. É3,000 £300 £1,386 £1,028 [386 
£ £ £ £ £ 
Capitals remaining .. 3,000 1,200 900 боо зоо 
‘Assumed loss * 2,000 800 600 400 200 
{1,000 {400 £300. 2200 fioo 
Toran DISTRIBUTION .. £10,000 £700 £3,900 £4,600 £800 


The final distribution remains unchanged, but if, 
after the first realization, A. was unable to make good 
his debit balance and all other assets remained 
valueless, then Table II would remain correct, but 


Table I would not. 
Yours faithfully, 


Sidcup, Kent. Р. D. PLANT, B.Sc.(Econ.) 


Sir, - Referring to the article published in your issue 
of October 8th, ‘Piecemeal Realization in Partnership 
Dissolution’, by Mr R. E. Ellmer, M.A., A.C.A., A.C.LS., 
I would like to point out that no reference has been 
made to the all-important rule of Garner v. Murray. 
The essential of a ‘piecemeal’ distribution is that, 


at the time of the first realization, it is not known 
what the remaining assets will realize, and a more 


cautious method, therefoge, would be to treat the 
assets remaining unrealized after each realization as 
valueless. The partners should then be chatged, with 
any partner's debit balance in the ratio of capitals, 
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It will be seen from the attached illustration, and 
taking the same figures as Mr R. E. Ellmer, that, at 
the first realization, A. had a debit balance of доо. 
Assuming the balance of assets as valueless, this 
should be charged to B., C. and D. in the ratio of 
9, то and 2. The result shows that under Mr R. Е. 
Ellmer’s method he would have had to ask C. to 
refund £128, so that he could pay B. and D. £64 
each. This is assuming the insolvency of A. 

I realize that Y have assumed many details, i.e. 
that the assets remaining after the first realization 
are valueless and that A. is insolvent, but surely it is 
the duty of any accountant to be cautious, rather 
than sorry. It is agreed that we know from Mr R. E. 
Ellmer's illustration that a further £4,000 will be 
received, but in practice this would not be known. 

I would like to thank Mr Ellmer, however, for his 
excelent article, as it sowed the seed for many 
thoughtful moments – moments that I feel have not 
been wasted. І remain, 















































Yours faithfully, 
London, NW6. D. J. LAST. 
P" 2 1) 
Q4. g. e p 
£ 
Capitals — .. Е "m 1, , a 
First realization .. .. 6,000 а 
Balance of assets treated as 
valueless .. ‘im . 6,000 2,400 1,800 1,200 бос 
£12,000 Dr.f{900 2,700 3,800 400 
A.s debit balance divided between 
B., C, D. ја capital ratios 
(Garner о. Murray) vis 386 428 86 
First REALIZATION. DISTRIBUTION £2,314 £3,372 6314 £6,000 
£ £ £ £ £ 
Capitals E НЕ i 1,500 4, ,000 
Second realixation +. 3,000 3 сине d Pat 
Balance of assets treated as : 
valueless .. du 3,000 1,200 900 боо 300 
{6,000 300 3,600 4,400 00 
Less Previous distribution - 2,314 3,372 314 
Бисонр REALIZATION DISTRIBUTION £300 £1,286 {£1,028 £386 £3,000 
£ £ £ £ £ 
Capitals... "3 vs 7 1, Ж 000 1,000 
Third and Ала] realization 1,000 °° 450 У 
Balance of assets treated as 
valueless .. За 2,000 800 600 400 200 
£3000 700 3,900 4,600 800 
Less Previous distributions зоо 3,600 4,400 700 
Tmrp amp Јама. REALIZATION 
DISTRIBUTION .. ie £400 £300 зоо тоо £1,000 
| D STATEMENT 
ISTRIBUTION ST, 
Total А. B. C. D. 
| £ £ £ £ 
M ,000 .. «s 45 T v - 2314 3,372 314 
2 3,000 .. n 300 г,28 1,028 386 
(3) 1,000 avg 400 300 200 тоо 
10,000 700 3,900 4,600 800 
Loss 2,000 .. Boo боо 400 200 
£12,000 £1,500 £4,500 #5,000 {1,000 


[Mr R. E. Ellmer writes: Your correspondents have 
raised a most interesting point. The illustration in the 
article was selected with a view to clarifying а, pro- 
cedure frequently, but nof too lucidly, described in 
text-books. The ‘assumed loss’ solution, however, 
does takee7arner v. Murray in its stride, and should be 
carefully noted.]^ ~ 7878 золі ccs NOT Men 
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Printing and Bookbinding: Cost Ratios 


Sir, – It would be most helpful to know the normal 
percentage ratio of direct labour costs to total direct 
costs of jobbing printers and bookbinders using 
up-to-date machinery. 

I presume the percentage varies for the separate 
operations of printing and binding, and it would be 
useful to know both figures, if possible. Also the 
percentage usually added to total cost to provide the 
profit margin. Can any reader help? 

Yours faithfully, 
E.R.A., F.C.A. 


Four-weekly Accounts 
Sra, - In his enthusiasm for four-weekly accounts, 
Dr Risk has lost sight of the fact that ‘Interested’ 
asked for advantages and disadvantages, in his letter 
in your issue of October 15th. 

Dr Risk has very ably set out the advantages. I seek 
only to draw attention to the disadvantages which, 
although far from insuperable, nevertheless should 
be appreciated. | 

Dr Risk chides me on several points, in his letter 
in your issue of November 26th. May I make the 
following comments? 

His paragraph (2). Dr Risk also worked in the 
gas industry for some time, and he should know that 
about 75 per cent of the manual staff are engaged on 
activities which do not operate continuously, but are 
similar to a manufacturing concern. I refer to district 
fitters, main-layers, meter repair shops, maintenance 
departments and others. Except for emergency teams 
these all work a five and a half-day week and do not 
work on Bank Holidays. 

His paragraph (3). Dr Risk is himself a past- 
master at work planning, and I can assure him that 
in one particular undertaking the cost section head 
does indeed plan a great deal of non-repetition but 
essential work to be done in his ‘fifth’ weeks. He also 
uses the fifth weeks occurring in the summer to get 
the bulk of his staff away on holiday. The winter 
ones he uses to get preparations made for his annual 
re-budgeting. 

His paragraph (6). No question of the ‘convenience 
of the clerical staff’ arises, It is a simple statement of 
fact that if you call upon your staff to produce thirteen 
sets of statements instead of twelve there is an 
increase in work. If the cost section is already efficient 
and fully loaded, then extra cost will inevitably be 
necessary. ЈЕ the extra work can be done by the 
same staff, then the section must have been either 
inefficient or over-staffed before. 

As I see it, four-weekly accounts are of particular 
advantage where management insists on making 
frequent comparisons with previous periods 'and 
where flexible budgetary control is mot operated. 
Where flexible budgetary control is the main instru- 
ment of control, there is little advantage over a 
4-4—5 accounting calendar. 

. Yours faithfully, 


“Bournemouth. - nos РНК WILKES, |. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
DINNER IN BELFAST 


Mr Frank Cleland, F.c.a., of Belfast, President of The 
Institute of Chartered Accountants in Ireland, presided 
at a dinner of the Institute, held in The Grand Central 
Hotel, Belfast, on Thursday, November 24th, attended 
by about 175 members and guests, among whom were 
the Rt. Hon. W. B. Maginess, Q.C., LL.D., МР. 
Minister of Finance and Deputy Premier; the Rt. Hon. 
Lord MacDermott, M.C., LL.D., Lord Chief Justice; 
Alderman К. J. К. Harcourt, J.P., Lord Mayor of 
Belfast; Mr A. S. H. Dicker, M.B.E., Vice-President, 
The Institute of Chartered Accountants in England and 
Wales; Mr Bertram Nelson, J.P., President, The Society 
of Incorporated Accountants; Mr G. Nicholson, 
President, 'T'he Institute of Cost and Works Account- 
ants; Mr J. T. Dowling, Member of Council, Тће 
Institute of Chartered Accountants of Scotland; 
Mr G. F. Klingner, Vice-President, The Institute of 
Chartered Accountants in lreland; Mr P. Butler, 
Immediate Past President, The Institute of Chartered 
Accountants in Ireland, and 

Messrs Herbert Armstrong (President, Association of 
Certified and Corporate Accountants, Northern Ireland 
Branch); Robert Bell (Secretary, Belfast Stock Exchange); 
S. J. D. Berger, M.C., F.c.1.8. (Director, Institute of Cost and 
Works Accountants); У. H. Bradley (President, Chartered 
Institute of Secretaries, Northern Ireland Branch); G. E. 
Cameron оше. оў oe Institute of Chartered Account- 
ants in Ireland); E. Cochrane (President, Institute 
of Bankers in па А. Е. Dawson (Member ој 
Council, Institute of Chartered Accountants in Ireland); 
Derek du Pré (Editor ‘The Accountant’); J. Edwards, о.в.в. 
(Registrar of Companies in Northern Ireland). 

Messrs D. А. E. Harkness (Permanent Secretary, 
Ministry of Finance, Belfast); J. S. Lewis, (Past President, 
Society of Incorporated Accountants in Ireland), E. A. 
Lister (Chief Inspector of Taxes, Northern Ireland); J. Love 
Hon. ATH Society of Incorporated Accountants in 
reland); E. McClure, м.в.в. (Member ој Counc, 
Institute RS Chartered. Accountants in. Ireland); E. 
McDougall (Secretary, Institute of Chartered yobis E 


Scotland); A. Douglas McIlwaine (President, Belfast Stock . 


Exchange), H. A. Maginess, M.A., LL.D. (President, Incor- 
porated Law Society of Northern Ireland); H. T. Montgomery 
Past а Institute of Chartered Accountants in 


бек D. М. G. Newburn (Private Secretary to Lord 
Mayor). 

vo J. N. Newell (President, Belfast Chamber of 
Е J. Purtill, Lr.s. (Past President, Institute of 


hartered Accountants in Ireland); R. P. Rice (Chairman, 
pondus Commissioners in the Republic of Ireland); F. W. 
Taylor (President, Belfast Insurance Institute); J. Walker 
(Member of Council, Institute of Chartered Account- 
ants in Ireland); D. McC. Watson (Member of Council, 
Institute of Chartered Accountants in Ireland); К. G. Wilkinson 
(Hon. Secretary, Association of Certified and Corporate 
Accountants, Northern Ireland Branch). 


Present Economic Position 
After the toast of “The Queen’, proposed by the 
President, had been honoured, the toast ‘Prosperity to 
Ireland’ was proposed by Mr A. S. Н. Dicker, M.B.E., 
Vice-President, The Institute of Chartered Account- 
ants in England and Wales, who said in the course 
of his speech: : 


"There is no need to emphasize the seriousness of the present 
economic position, generally brought about by adverse 
world conditions. Unfortunately, in Ireland these conditions 
are worsened as the basic industries are comparatively few 
in number and the adverse impact is therefore more 
severely felt. 

'In Northern Ireland the new Development Council, 
under the chairmanship of Lord Chandos, holds out hopes 
of great promise and the results of its deliberations will be 
awaited with optimism.’ 

Speaking directly to the Minister of Finance, Mr 
Dicker said: 

‘We understand the great burden you are bearing, and 
we feel that we have something to offer you. We are ready 
and eager to do all we can to assist you to achieve your ends 
and to bring your part of the country’s effort to a settled and 
satisfactory conclusion.’ (Applause.) 

Responding to the toast, Mr Maginess, Minister of 
Finance, referred to Northern Ireland’s unemployment 
problem, and said: You as accountants might call this 
a national asset, but we generally feel it is a liability.’ 

The Goyernment was making an honest, and he 
hoped it would be a successful, attempt to cope with 
the problem. 

The Irish Institute 
Lord MacDermott, Lord Chief Justice, who proposed 
the toast, ‘The Institute of Chartered Accountants in 
Ireland’, said that the Institute and its members had 
always played а worthy part in the discharge of their 
duties in Northern Ireland. 

Mr Frank Cleland, President of Тће Institute of 
Chartered Accountants in Ireland, who responded to 
the toast, said that the Institute was an all-Ireland body, 
the members of which worked in harmony with the 
common object of elevating the profession generally 
and promoting their efficiency and usefulness. 

Speaking of the younger men entering the profession, 
Mr Cleland referred to the inability of many of them 
to express themselves in clear English. 

"This is all the more remarkable’, he said, ‘when it is 
remembered that most of them obtain exemption from our 
Preliminary examination by having obtained the senior 
certificates, with three credits, one of which must be in 
English. 

*Contrary to popular belief an accountant need not be a 
mathematical genius, but he does need to be able to say 
what he means clearly and simply. Why there should be this 
weakness I do not know. Irishmen are not generally 
regarded as being unable to say what they mean — and even 
more.' (laughter.) 

New Bye-laws 

Mr Cleland said that the Institute's new bye-laws, 
which came into operstion only a few days earlier 
after four years of labour by a sub-committee, marked 
an important stage in the history of the body. Altera- 
tions of a minor kind had been made on three previous : 
occasions, but this time the bye-laws were completely 
re-drafted to meet circumstances which were very 
different from those whichgobtained іп 1888. 

“Today, about half of our members are engaged in 
industry and commerce, or in administrative posts of some 
kind, and until now it was not possible for such*a member 
to serve on the Council,’ he went on. ‘Consequently, we 
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| however, we hope to have a number of them on the 


' Council and we are confident that their services will be 
' most valuable.’ (Applause.) , 


The toast of ‘Our Guests’ was delightfully proposed 
by Mr G. F. Klingner, Vice-President, The Institute 
of Chartered Accountants in Ireland; the Lord Mayor 

‘of Belfast and Mr Derek du Pré, Editor of The 
| Accountant, replied. 
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. Mr P. Butler, immediate Past President, proposed a 
toast to "T'he President’, which was warmly received. 
In his reply, Mr Cleland, who was greeted with 
acclamation, referred to the admirable work for the 


dinner done by Mr T. D. Lorimer, Hon. Secretary, 


Belfast Society of Chartered Accountants. 

Entertainment was provided after the dinner by 
Ernest Robinson, Waring Brown, and Henry Hinds, 
with Thomas Davidson, accompanist. 


WOMEN CHARTERED ACCOUNTANTS’ 


|The annual dinner of the Women Chartered 
' Accountants’ Dining Society was held at The Hotel 
| Rubens, London, on Friday, November 25th. 
| Miss V. M. Burton, Е.С.А., Chairman of the Society, 
| presided and with Mrs E. M. Wright, A.C.A. Vice- 
Chairman, received the members and guests. 

The guests of honour were: Mr W. S. Carrington, 
Е.С.А., President, The Institute of Chartered Account- 
ants in England and Wales, and Mrs Carrington, 
Sir Lancelot Keay, K.B.E., F.R.I.B.A., a past president, 

, Royal Institute of British Architects, and 

. Мг Godfrey Allen, M.A., F.S.A., F.R.I.B.A. (Surveyor to the 

| Fabric of St Pauls Cathedral); Mr Т. A. Hamilton Baynes, 
M.A., F.C.A. (Member of the Council of the Institute) and Mrs 
Hamilton Baynes; Mr А. S. MacIver, M.C., B.A. (Secretary 
of the Institute) and Mra Maciver. 


The Profession Recommended to Women 
Proposing the toast of "Ihe Institute of Chartered 
Accountants’, Miss Burton pointed out that the 
Institute this year celebrated its seventy-fifth anniver- 
sary of receiving the Royal Charter. Membership was 
now approximately 18,800, of which 170 were women. 

She could not imagine why the profession was not a 
мету popular one with women, for one of the essential 

| qualities of an accountant was patience, with a capacity 
for detail, which the old adage claimed ‘is always found 
_in woman and seldom in man’. Miss Burton went on: 

‘Ours is one of the great professions of our day with 
many conventions and traditions, of which I am proud to 
be a member, and I can recommend it to young women with 
^a good education who are prepared to work hard and with 
loyalty to their principals. 

There was a point shé wished to put before the 
Council for their consideration. It was, ‘Why should we 
be restricted to two articled clerks at a time?" With the 
advance of the profession and such considerable demand 
for chartered accountants, the number of articled 
clerks should, in her opinion, be increased. National 

Service disorganized staff tremendously. ‘I think it 
only a reasonable suggestion that we should be able to 
train further members for the profession.’ 


Study of Investments 
"Responding to the toast, Mr Carrington said that 
women had a distinct part to play in the profession. 
, There were many opportunities for them and those 
' opportunities were increasirigt He was not saying they 
could tackle all aspects of the profession, but there 
were some aspects for which, in his view, а were 
particularly fitted, diee cnr и и rbi 
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DINING SOCIETY 
ADVISING CLIENTS ON INVESTMENT POLICY 


In particular, he commended to the women members 
of the profession the study of investments and invest- 
ment policy and the advising of clients on investment 
policy. He thought this was a field which offered a 
great future and one for which women were well fitted. 

He hoped that in future years many more women 
members of the Institute would apply to attend the 
Oxford summer course. It was one of the best things 
the Institute had done. . 

He would also like to see women members taking 
a greater part in the affairs of the district societies. 

Not only did the Institute owe a great deal to the 
women members, but it also owed much to the women 
staff of the Institute, particularly Mrs Amor, Mrs 
Baker, Miss Reynolds 'and Miss Kingston. (Applause.) 

The toast of ‘Architecture’ was proposed by Miss D. 
H. Miller, r.c.a., who said that each year at the summer 
exhibition of the Royal Academy of Art, one room was 
devoted to architectural drawings. 

"Here, we can browse over the plans and drawings of the 
modern architects to our heart's content, and it may be that 
some of us are a little envious. Why should not the Асадету 
exhibit some of our balance sheets? We think they are 
works of art. (Laughter.) If this was done, maybe some of 
the architects would come along and look at our work- 
at least they would see that buildings occupy the place of 
honour, the toprnost item in the fixed assets. 

In his response, Sir Lancelot Keay referred to 
Wren's work on St Paul's Cathedral, and said that 
buildings reflected the country's social position. 


‘Blue Stockings’ 


The toast of “The Guests’ was proposed by Miss І. E. 
Thurston, A.C.A., who said that some years ago intelligent 
women were thought of-as ‘blue stockings’, and it was 
considered that intelligence and beauty and smartness 
of appearance did not go together. 

‘Anyone who clings to that old fallacy should look in 
here tonight, and having seen the beauty and smartness and_ 
sampled the intelligence they would go away with one 
fallacy completely dispelled.’ tac oie) . 
. In response, Mr Hamilton Baynes made a witty 
speech, and said that in spite of all that men said about 
women, they were only too anxious to have them 
working in their offices. This was because they were 
neat and quick and showed powers of concentration. 

He was sure there was a great future for women, 
chartered accountants, and he wished there were more 
of them. He hoped that schoolgirls could be made to 
understand that the profession was one that was well 
werth taking up and that it.was not dull. 3 
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MANCHESTER SOCIETY OF CHARTERED - 
ACCOUNTANTS 


TRUSTEES' POWERS OF INVESTMENT 


The annual dinner: of the Manchester Society of 


Chartered Accountants was held.at The Midland | 


Hotel, Manchester, on Thursday, November 24th. 
Mr Guy Waterworth, F.c.a., President of the Society, 
was in the chair, and with Mr W. S. Carrington, F.C.A., 
President of The Institute of Chartered Accountants 
in England and Wales, received the 380 members 
and guests who attended. 

Among the guests were the Duke of Devonshire, 
Sir Cuthbert Clegg, т.р., High Sheriff of Lancashire, 
Mr H. E. Pardoe, President, Manchester Chamber of 
Commerce, and 


Messrs S. G. Barker (Chairman, Council of Manchester 
and District Bankers’ Institute); E. J. Battersby, F.R.1.C.8. 
(Chairman, Lancashire, Cheshire and Isle of Man Branch, 
Royal Institution of Surveyors); D. Carlyle (Н.М. Principal 
Inspector of Taxes); Charles Н. Cottam, J.P., F.A.I. (Chair- 
man, Chartered Auctioneers’ and Estate Agents! Institute, 
Manchester and District Branch); S. Dixon, M.A., A.C.A. 
(President, Birmingham and District Society of Chartered 
Accountants). | 

Messra. John Hawthorn, F.C.Ls. (Chairman, Man- 
chester and District Branch, Chartered Institute of Secre- 
taries); C. V. Jarvis, J.P., F.A.C.C.A. (President, Association of 
Certified and Corporate Accountants, Manchester and 
District Society); The Very Rev. Н. А. Jones, в.вс, (Dean 
of Manchester); D. J. Macbeth (Vice-President, Manchester 

Society). 
а ? N. Macdonald, D.F.C., F.C.A. (President, 
Liverpool Society of Chartered Accountants); A. S. MacIver, 
M.C., B.A. (Secretary, Institute of Chartered Accountants in 
England and Wales); К. P. Matthews, J.P., B.COM., F.C.A. 
(Chairman, London and District Society of Chartered 
Accountants); F. S. Mowforth, F.C.A. (President, Hull, East 
Yorkshire and Lincolnshire Society of Chartered Accountants); 
.lieut-Col W. M. Musgrave-Hoyle, M.C, T.D., D.L. 
(Chairman, Manchester Stock Exchange). 


Messrs R. H. Quiney, a.c.a. (President, Leicestershire: 


and Northamptonshire Society of Chartered Accountants); 
E. Sugden, Е (President, Leeds, Bradford and District 
Society of Chartered Accountants); Н. W. Vaughan, F.C.A. 
(President, South Wales and Monmouthshire Society of 
Chartered Accountants); С. A. Whittington-Smith, LL.M., 
F.C.A. (President, Sheffield and District Society of Chartered 

- Accountants); Frank О. Wilson, F.8.A.A. (President, Incorpor- 
ated Accountants’ Society of Manchester and District). 


Lancashire Cotton 


Responding to the toast of "The City and Trade of 
Manchester’, proposed by Mr Е. Н. Walsh, F.c.a,, 
Chairman, North Lancashire Branch of the Manchester 
Society, Mr Pardoe spoke of the future of Lancashire 
cotton. Though he was a cotton manufacturer, he said, 
the last thing he would ask for was protection. Man- 
chester had built up a great industry, largely in exports 
to the Indian market, but the future of the country 
did not lie in making the type of goods at present 
‘imported from India and Hong Kong. v 
We could maintain our standards of living only by 
making things other people could not make. It might 
be a hard road, but we could travel it better than 
: anyone else. 'The problem might be only а temporary 


one. After all, under-developed countries had to be 
allowed to expand their industries and raise their 
standard of life. 

The toast of “The Institute of Chartered Account- 
ants in England and Wales’ was proposed by His 
Grace, The Duke of Devonshire. In his reply, Mr 
Carrington said it was ‘a proud moment’ for him ‘as 
an old Mancunian’ to be responding to the toast. He, 
too, spoke of the staple industry of Lancashire, cotton, 
which was passing through difficult times. That it was 
a major problem no one could doubt- its repercus- 
sions spread far and wide and deep into the lives of 
many thousands in Lancashire. i 

‘It cannot ђе solved’, said Mr Carrington, Ђу a stroke of 
the pen or by any witch-doctor’s magic, and I am the last 
to seek notoriety by proffering a quick solution. I have, 
however, noted with interest, and may I say with hope, 
that conversations are now taking place with a view to 
running modern machinery on a three-shift basis. I welcome 
this because I feel that a greater degree of plant utilization 
may well assist to alleviate, if not to solve, this and many 
other of the economic problems with which this country is 
now faced.’ : ; 

Trust Funds | 
Continuing, he referred to the possible introduction 
of a private member’s Bill to amend the law relating 
to trustees’ powers of investment. He said the Council 
of the Institute had told the Nathan Committee on 
Charitable Trusts in т95о that the safety of trust 
funds would be increased by an extension of the range | 
of investment to embrace, with safeguards, the stocks | 
and shares of companies quoted on the Stock Exchange. 

‘We stated that, in our view, the inclusion of equity. 
stocks and shares is essential to the safety of the trust ined 





for the reasons that they represent the right, not to a fixed’ 
money income and a fixed capital sum, but to a share in 
the companies' profits and assets and are thus ultimately 
associated with real values and not with money values, and i 
that they contain the possibility of growth, owing to the ! 
practice adopted by most companies of retaining in the 
usiness a considerable part of the profits and so adding to 


the value of the equity. | 


Safeguards | 
"Ihe safeguards which we put forward were a limitation 
on the proportion of the total fund which could be invested 
in equity stocks; a limitation as regards investment in 
companies to the stocks of companies which had paid a 
dividend on their equity capital of not less than 4 per cent 
for, say, eight to ten and a limitation of investment to 
stocks and shares o a class of which there is a nominal | 
value of not less than £1 million and which are quoted on 
the Stock Exchange, London, so that a reasonable market 
would be available to permit of ready realization of the 
investment. i 
“The Nathan Committee was concerned only with 
charitable trusts and,. therefore, recognized that the invest- 
ment range was of wider significance in that it concerns 
all trusts. Nevertheless, thg committee made proposals in · 
line with the Council’s representations and we have since 
noted with regret that the Government has rejected these 
proposals. Perhaps there was a fear that a eblessing for 
‘blue chips” might have a party political colour’ 000. 
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INCORPORATED ACCOUNTANTS? 


DISTRICT SOCIETY OF SUSSEX 


STOCK EXCHANGE CHAIRMAN.ON UNIFORMITY OF TERMS 
AND DEFINITION OF THEIR MEANING 


The annual dinner of the Incorporated Accountants’ 
District Society of Sussex was held on November 
25th at the Royal Pavilion, Brighton. The President, 
Мт' R. C. Methold, F.C.A., Е.3.А.А., of Worthing, 
presided over the company of 140 members; the 
guest of honour was Sir John Braithwaite, Chairman 
of the Council of the Stock Exchange. Aleo present 
were Mr Bertram Nelson, J.P., F.8.4.A., President, The 
Society of Incorporated Accountants; "Alderman H. J. 
Brackley, Deputy Mayor of Worthing; Alderman E. 
Simms, J.P., representing the Mayor of Brighton; 
Mr W. E. Lovesy; Major Е. J. Stratton, с.в.в., and 


Messrs B. A. Apps, A.8.A.A. (President, Incorporated 
Accountants’ South of England District Society); Е. Baldry, 
Е.В.А.А.; Dr Guy Daynes та the President, Brighton 
and: Mid-Sustex Division, British Medical Association). 

Messrs E. О. Frank, p.c.a. (President, South Eastern Society 
of Chartered Accountants), J. B. Lea, J.P., А.С.А, (President, 
Brighton and Hove Chamber of Commerce); M. H. Longfield 
(President, Sussex Law Society). 

Messrs Е. E. Pearman, F.1.8. (Chairman, Institute of 


Bankers, Brighton District); У, E. Richardson, F.A.C.C.A. 
(President, South Eastern District Society, Association of 
Certified and Corporate Accountants); 5. L. Robinson, 


F.C..8. (Chairman, Sussex Branch, Chartered Institute of 
Secretaries); E. C. Sherwood, a.a.c.c.a. (Official Receiver, 
Board of Trade); R. Smeed, r.A.1. (Chairman, Sussex Branch, 
Chartered Auctioneers and Estate Agents Institute); Т. Н. 
Tosh (Inland Revenue). 


The City of London 


Sir John Braithwaite, proposing the toast of “The 
-Society of Incorporated Accountants and the account- 

ancy profession’, said that accountancy as a formal pro- 
i fession did not go very far back in our history, but its 
roots went very deep. The accountancy profession was 
‘ utterly bound up with and was indispensable to the busi- 
ness, industrial, commercial and financial life of the 
community. Thinking for a moment of the headquarters 
~ in London and their London members, he said they 
"were an integral part of that wonderful organism 
called the City of London. It was essential that their 
relations with the rest of the City should be, as they 
were, very close and very cordial, and that the City of 
London and all its work – banking, insurance, the 
Stock Exchange, the Baltic Exchange, the commodity 
exchanges, the accountancy and legal professions — all 
these and their composite whole, should be much more 
widely understood and appreciated than they were. 

Our -politics, he continued, our economics and our 
commercial and industrial structure were changing 
almost imperceptibly all the time. Bacon said that 
time was the greatest innovator of all; we had now an 
evolutionary, democratically-, liberally- and socially- 
conscious capitalism that was proving, and would 
+ continue to prove, the way jn which the best part of 
our affairs could be carried on in the interests of all. 
But, if that was to'be accepted it was very necessary 
, that! every* aspect of its structure and its working 
j should be examined and explained, not in the language 


r 





of economics, which few understood, but in the universal 
language that was understood in the canteen, the 
‘local’ and the home. But it was a very difficult target 
to attain. 
Difficulty of defining ‘Profits’ 

Take one example, ће said, a matter in which account- 
ants could be of the greatest assistance. How much 
would be gained if a common understanding could be 
reached and established as to what ‘profits’ were: 
what was their nature, how they were produced, what 
were the principles of accountancy which governed 
their calculation, what was their proper use and 
purpose; and if statistics with regard to them could be 
established so that they could be generally accepted. 
That would not, of course, put an end to discussion 
and argument about profits, but it would, or ought to 
put an end to the continual and often embittered 
arguments both as to the nature of profits and the 
statistical facts about them. - 

Speaking of uniformity of terms and definition of 
their meaning, Sir John said it would be a great help 
if it should be possible to reduce the number of such 
terms as gross profits, net profits, distributable profits, 
available profits, and yet others, so that they always , 
meant exactly the same thing wherever they were found. 

What an immense gain it would be, he said, if the 
factual basis – on which there could still be plenty of 
argument — could be generally accepted and under- 
stood and removed from the field of controversy. Не 
believed there was a great need for all of us in the 
nation to start from a common foundation of facts 
about these matters. 


‘Working party on Terms’ Suggested 
The President of the Society, Mr Bertram Nelson, 
J.P., F.S.A.A., replied to the toast. Referring to Sir John 
Braithwaite’s allusion to the difficulty of defining 
‘profits’, he suggested that perhaps there could be a 
working party of the Stock Exchange, the legal profes- 
sion, the accountants and even the economists, to 
agree on terms which were simple and really under- 
stood. There was a great need for simplification, he 
stated, and there were important subjects on which the 
profession had not yet made up its mind. He instanced 
the question of replacement costs – a subject of which 
the whole profession was thoroughly weary, and on 
which the lack of agreement within the profession was 
causing great practical difficulties. But it might net 
be impossible to get agreement, he added, if they 
approached the problem from a new angle; for many 
reasons today it was desirable to show the true profits. 

Mr Е. С. Barnett, А.8.А.А., proposed the toast of 
‘Our Guests’, and Major Stratton replied. 

The final "toast, ‘The Incorporated Accountants’ 
District Society of Sussex’, was proposed by Mr W. E. 
Lovesy. In his response, Mr Methold extended the 
District Society’s grateful thanks to the Hon. Secre- 
tary, Mr A. С. Lee, р.3.0., Е.8.А.А.; the Hon. ‘Treasurer, 
Mr Н. S. Sanders, F.8.4.4., and the dinner committee. 
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THE BIRMINGHAM CHARTERED ACCOUNTANT 
" STUDENTS’ SOCIETY 


ANNUAL 


The annual dinner of The Birmingham Chartered 
Accountant Students’ Society was held at The Grand 
Hotel, Birmingham, on Friday, November 25th, with 
the President of the Society, Mr К. B. Dixon, F.c.a., 
presiding. 

'There were about 340 members and guests present, 
among whom were Mr James Blakey, F.c.a., a Past 
President of The Institute of Chartered Accountants 
in England and Wales; Alderman J. C. Burman, J.P., a 
forner Lord Mayor of Birmingham; Alderman 
Stephen Lloyd, M.A., Chairman, Management Com- 
mittee, Birmingham Symphony Orchestra; Mr G. L. 
Barnes, M.A., А.С.А., Secretary, Birmingham University, 
and 


Colonel John Н. Alexander (Manager, Ashorne Hill), 
Messrs С. Н. Bailey (Hon. Treasurer, Birmingham Chartered 
Accountant Students’ Society); W. L. Barrows, J.P., F.C.A. 
(Member of Council, Institute of Chartered Accountants in 
England and Wales): C. W. Blasdale, 0.3.8. (H.M. Inspector 
of Taxes, Birmingham ти District); C. S. Carter (Hon. 
и Liverpool Chartered Accountant Students’ Asso- 
ciation); J. С. Challender (Committee Member, Manchester 
Chartered Accountant Students’ Society); Professor Donald 
Cousins, B.COM., A.C.A. (Professor of Accounting, Birming- 
ham University); Messrs Stanley Dixon, M.A, A.C.A. 
(President, Birmingham and District Society of Chartered 
Accountants); Denis Е. Dodd, T.D., F.C.A. (Hon. Secretary, 
Birmingham and District Society of Chartered Accountants). 
` Messrs W, W. Fea, B.A., A.C.A. (Member of Council, 
Institute of Chartered Accountants in England and Wales): 
P. D. M. Gell (Committee Member, Birmingham Chartered 
Accountant 5 ' Society); W. C. C. Gell, с.в., D.8.0., 
M.C., T.D., D.L,, M.A., LL.B.; M. G. Gisborne (Hon. Secretary, 
Nottingham Chartered Accountant Students’ Society); 
Н. James Gittos J-P., Е.С.А, (Chairman, Joint Lecture 
Committee); М. С. Griffin (Past Secretary, South Wales and 
Monmouthshire Chartered Accountant Students’ Society); 
R. K. Hawkins (Hon. Treasurer, Leicestershire and North- 
amptonshire Chartered Accountant Students’ Society); 
Е. ‘Hemsoll, m.c. (Clerk to the Committee of the Society). 

Messrs B. K. Johnson (Hon. Secretary, West Wales 
Chartered Accountant Students’ Society); R. 'T. Jones 
(District Manager, Lloyds Bank Ltd); L. E. Linaker (Hon. 
Secretary, Bristol Chartered Accountant Students’ Society); 
C. S. Loweth (District Manager, Barclays Bank Ltd); L. С. 
McCracken (Committee Member, Chartered Accountant 
Students’ Society of London); Peter Т. Neal, в.с.А. (Vice- 
President of the Society); K. Patterson (Committee Member, 
Northern Chartered Accountant Students’ Society); A. М. B.. 
Rule, M.B.E., M.A, LL.B. (Principal, City of Birmingham 
College of Commerce). 

Messrs С. Р. Secker (Branch Secretary, Bradford and Dis- 
trict Chartered Accountants’ Students’ Association); D. W. 
Stirling, r.c.4.; M. D. Stirling (Hon. Secretary, Birmingham 
Chartered Accountant Students! Society); A. Stocks (Principal 
Inspector of Taxes); W. Н. A. Sutton, B.A. (Chief Inspector 
of Taxes, Inland Revenue Training Centre), K. M. 'Thomas 
(Hon. Secretary, E and District Chartered Accountant 
Students’ Society); К. J. Werring, LL.B. (Hon. Treasurer, 
Bt ham Law Students’ Society); S. W. Willson, А.8.А.А. 
Hon. Secretary, Students’ Section, Incorporated Accountants’ 

irmingham and District Society); J. H. Wilson (Hon. 
Treasurer, Oxford Chartered Accountant Students’ Society). 


The toast of “The Institute of Chartered Accountants 


DINNER. 


in England and Wales’ was proposed by Alderman 
Burman, who said in the course of his speech: ` 


' ‘Lean Trouble’ and ‘Fat Trouble’ 


‘It is a very significant fact, and a very real earnest of the 
great standing of the profession in the commercial world 
today, that on most industrial boards we find at least one 
chartered accountant. Industry, at any rate in the Midlands, 
has by and large enjoyed a very good run of “good” trade, 
and I am sometimes a little worried that the generation who 
are now growing up and who, very properly, are 

to take active executive control of our industries, have 
known nothing but “good” trade— at any rate in this part 
of the country. 

‘We naturally hope we shall not get "bad". trade as we 
knew it in the 1930s, but we must realize that from time to 
time we shall get trade recessions. 

‘I think it most important that these people who are now 


coming on into executive management should appreciate 


that a “Jean trouble” is much more difficult to handle than 
а “fat trouble". It is one thing to which some of you should 
pay very full regard.' (Applause.) | 

Responding, Mr Blakey congratulated the committee 
of the Birmingham Students’ Society on the ‘very 
comprehensive syllabus which you get through io: 
the year'. 

Voluntary Work 

He said: 


‘As far as I can make out, with your membership of over 
a thousand, you are one of the largest students’ societies, 
and your senior society plays a prominent part in our 
profession, as it is so well represented on the Council. One 
point I want to make is to ask you to give up some of your 
time to voluntary work on behalf of your Students’ Society, 
remembering that you have а certain debt to repay for help ; 
given to you in the past. i 

‘Particularly would I like to ask principals to allow the 
articled clerks, when invited to undertake work on behalf 
of the Society, to have certain facilities in the office for ~ 
administrative work. Generally speaking, I would suggest 
that a suitable time is immediately after the passing of the 
Intermediate examination. 

ʻI have come to the conclusion that our Institute, like, | 
many others, would not thrive, if indeed it could runi 
efficiently, without voluntary service on the part of a com- 
paratively small percentage of its members. Furthermore, 

I would ask principals to encourage their articled clerks 
to attend the course at Ashorne Hill, which is particularly 
useful to students and worthy of your financial assistance.’ 

To those who were through their examinations and 
seriously thinking of taking up a commercial career, 
he said: 

*One:must admit that commerce can, and does, offer | 
tempting salaries to those just qualified, but I would ask 
them to consider remaining in the profession for a period of 
up to, say, five years, as I am sure it would be to their ^ 
ultimate advantage.’ (Applause.) 


Management Accounting А 


Mr . Blakey referred to management accounting | 
business methods: 


‘It is, in my'opinion, eminently stabile P anā comes : 
within the it of, our professional qualifications. It is no 
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particular mystery, but largely the application of common 
sense su 'erimpo: on our training and experience, and 
I would like to see it carried out as part of your practice. 

“To all students, may I suggest that you do not set too 
much store on material success, but cultivate the ability 
to dispense the milk of human kindness, and thus earn the 
friendship and goodwill of your colleagues. It will inevitably 
smooth, and make happy, your progress through life. 
(Applause.) 


Proposing a toast to “The Birmingham Chartered 
Accountant Students’ Society’, Alderman Lloyd hoped 
that some of the students, as they progressed in the 
profession; would consider joining the City Council. 

‘I do not know how many accountants we have on the 
Council, but there are not very many, and we could do 
with some,’ he declared. 

Responding, Mr M. D. Stirling, Hon. Secretary of the 
Society, said the Society was now in its seventy-third 
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year, and was one of the oldest, if not the oldest, in 
England and Wales. 

Replying to the toast to “The President’, which had 
been proposed by Mr C. H. Bailey, Hon. "Treasurer of 


‘the Society, Mr Dixon said the members of the 


Students’ Society were ‘a fine set of fellows and girls’. 
They ran their own affairs, although they received 
help from senior. members when it was required. 

‘T believe that talking with your fellow students is the 
best way of getting to the bottom of examination and other 
problems you may have,’ said Mr Dixon. 

Referring to management accounting, he said, ‘We 
can do the work ourselves rather than go to efficiency 
experts’. 

A toast to ‘Our Guests’ was proposed by Mr P. D. M. 
Gell, a member of the Committee of the Society, and 
responded to by Mr Barnes. 3 


NOTES AND NOTICES 


Тће Society of Incorporated Accountants 


The President,. Mr Bertram Nelson, J.P., F.8.4.A., 
and the Council of The Society of Incorporated 
Accountants gave a dinner at Incorporated Account- 
ants’ Hall last Monday evening. The principal guest 
was Mr Reginald Maudling, M.P., Minister of Supply. 


Personal 


Messrs К. J. Раџзет & Co, Chartered Accountants, 
announce that as from November 28th they have 
removed their offices from 156 Shaftesbury Avenue, 
London, WC2, to Adam House, 1 Fitzroy Square, 
London, Wr. Telephone: Euston 3057-8. 


Professional Notes 


Mr Е. Т. Blakey, A.C.W.A, А.А.С.С.А., formerly 
/ chief accountant of Armstrong Siddeley Motors Ltd, 
/ has been appointed secretary of the company. 
Мг G. D. Kerr, c.a., has been appointed account- 
/ ant of Scottish Oils & Shell-Mex Ltd in succession to 
Mr R. Ritchie, who has retired after forty-five years’ 
service with the company. 


2 Mr T. Coleman Andrews resigns as 
! Commissioner of Internal Revenue 


Mr Т. Coleman Andrews, С.Р.А., whose appointment 
as United States Commissioner of Internal Revenue 
was announced in our issue of January 24th, 1953, has 
resigned from the post and is to take up the position 
of chairman of the American Fidelity and Casualty 
Co. . 
Mr Andrews, who is a Past President of the 
American. Institute of Accountants, was the first 
j certified public accountant to hold office as Commis- 
; sioner of Internal Revenue. In a letter accepting his 
. resignation, President Eisenhower wrote: 


А "The work that you have done in the reorganization of 
the Internal Revenue Service, as well as improving- its 
overall efficiency and relations with the public, has been 
outstandifig. You haye. my, personal ; thanks and, I am 
sure; the appreciation “of the entire nation.’ 


wm 
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The Chartered Accountants’ 
Benevolent Association 


Mr George R. Freeman, F.C.A., President of the 
Association, was in the chair and six members of the 
committee were present at a meeting of the Executive 
Committee held on November 16th. 


Applications for Assistance 

Nine new applications for assistance were considered. 
In four cases a grant or a donation was made; in 
three cases it was decided not to give assistance and 
two cases were deferred for three months. 

Twenty-two applications for further assistance 
were considered; in sixteen cases the grant was 
renewed; in three cases it was increased; in two cases 
it was reduced and in one case consideration was 
deferred for three months. 


Matters Reported 

The honorary secretary reported changes which had 
taken place in the circumstances of ten beneficiaries 
and also the deaths of three beneficiaries aged 91, 
81 and 78 and assisted respectively since 1923, 1939 
and 1921. ` 

He also reported the receipt of a legacy and eight 
donations amounting to £1,089 16s 8d. 


Assistance for Children 
The Committee decided to make an appreciable 
increase in the amount which it considers necessary 
for the support of children. 


Christmas Food Parcels 
It was decided to send the usual Christmas food 
parcels to beneficiaries this year. 


London and District Society of 
Chartered Accountants 
At a meeting of the London and District Society of 
Chartered Accountants, to be held next Tuesday at 
6 p.m. in the Oak Hall of the Institute, Mr F. D. 
Forgan, M.COM., А.1:в., will speak on “The British 
exchange control system’. 
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International Fiscal Association 
REOPENING OF THE UNITED KINGDOM BRANCH 


Members of the International Fiscal Association who 
reside in this country met in London on November 
2374 with the object of re-forming the United 
Kingdom branch of the Association. The proposal 
was enthusiastically received by all present and a 
committee was elected, consisting of Messrs C. У. 
Aston, A.C.A. (Chairman), Roy Borneman, Q.C., 

Douglas А. Clarke, LL.B., F.C.4, C. D. Hellyar, 
A.C.A., and J. С. McBurnie, LL.B. 

It was decided that the branch will hold periodical 
meetings starting with one in London on Monday, 
January 23rd, at which there will be a discussion. 
The subject will be ‘The juridical guarantees of the 
taxpayer vis-à-vis the fiscal authorities’, which is due 
to be discussed at the next international congress of 
the Association to be held in Rome in September 
1956. It is the intention of the United Kingdom 
branch to submit a paper to the congress on this 
subject. 

The International Fiscal Association was founded 
at the Hague in 1938; later the headquarters were 
transferred to Amsterdam. Its object is the study of 
international law and the comparison of matters of 
public finance with special reference to the study and 
comparison of international fiscal law as well as to 
allied financial and economic questions. 

The Association has among its members representa- 
tives of the Ministers of Finance of different coun- 
tries, university professors, barristers and solicitors 
and representatives of industry and commerce who 
are particularly interested in financial questions and 
the repercussions of fiscal laws on economy. It 
already has a large number of members in more than 
thirty countries and national groups have been set 
up in fourteen of these. 

New. members of the United Kingdom branch 
will be welcomed and further information may be 
obtained from Mr C. W. Aston, A.C.A., at 122 
Leadenhall Street, London, EC3. Telephone: Avenue 
8000. 


Professorial Chair in Financial Accounting 
AT COLUMBIA UNIVERSITY GRADUATE SCHOOL OF 
BUSINESS 
The Columbia University Graduate School of Business 
has received a Ford Foundation grant of $625,000 ta 
advance a three-fold programme in the fields of 
financial accounting, international business, and 
faculty research. Making the announcement, Dean 
Courtney C. Brown stated that $250,000 of the 
Ford Foundation grant would be used to help to 
endow a professorial chair in financial accounting at 
the Business School, which will be invaluable to the 
School because its resultant research will serve to 
feed challenging materials back into the teaching 
process at the graduate level. The great business 
centre of New York City, he said, is second to none as 
a laboratory for this important inquiry into the 
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opportunities to improve the techniques of financial 
accounting. 


"The research’, declared Dean Brown, ‘should be 
directed to those phases of accounting related to an accurate 
and comprehensible statement of the financial results of a 
business operation. Although financial reporting has 
become more elaborate, its adequacy and reliability ћауе 
not kept pace with the growing importance of the corpora- : 
tion as a social institution owned by increasingly large 
numbers of people.’ 


Accounting Hall of Fame 


Mr Maurice E. Peloubet, c.p.a., a former Vice- 
President of the American Institute of Accountants, 
has been appointed chairman of the board of nomina- 
tions of Ohio State University’s Accounting Hall of 
Fame. The Hall of Fame was established in 1950 to 
honour Americans for outstanding contributions to 
the profession. 


Earnings Limits for 
National Insurance Benefits 


The National Insurance Advisory Committee have 
been asked to consider whether there should be 
adjustments in the earnings limits for pensions. The 
committee’s terms of reference are: 

"Го consider whether adjustments in the present 
earnings limits for retirement pension, widow’s efit, 
and dependant’s allowances are called for, any matters 
arising therefrom, and to report,’ 

The committee will consider representations on 
the question. These should be in writing and should 
be made before February 1st, 1956, to the Secretary, 
National Insurance Advisory Committee, 10 John 
Adam Street, London, У/С2. 


Official Receiver Appointments 


The Board of Trade have announced that Mr Thomas | 
Henry Parker has been appointed Official Receiver, 
for the Bankruptcy District of the County Courts of \ 
Cardiff and Barry; Blackwood, Tredegar and Abertil- | 
lery; Newport (Mon); Pontypridd, Ystradyfodwg 
and Porth; and the Bankruptcy District of the County * 
Courts of Swansea, Aberdare, Aberystwyth, Bridgend, 
Carmarthen, Haverfordwest, Merthyr Tydfil, and 
Neath and Port Talbot. This appointment became, 
effective on November 28th. 

The Board have also announced that Mr Ralph 
Donovan Copper has been appointed an Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Manchester and Salford; and for 
the Bankruptcy District of the County Courts of 
Hanley and Stoke-on-Trent; Crewe and Nantwich; | 
Macclesfield; Newton; Shrewsbury and Stafford. 
The appointment took effect from November 16th. . 

They also announce the appointment of Mr 
Dennis Sidney Clackett as an Assistant Official ` 
Receiver for the Bankruptcy District of the County 
Courts of Southampton; Bournemouth; Newport 
and ‘Ryde (I.W.) Porgsmouth; and Winchester; | 
and for the Bankruptcy District of the County Courts , 
of Salisbury; Dorchester; and Yeovil. The appoint- 
ment became effective on November 14th. 
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‘Chartered Accountants’ Stoke-on-Trent 
Area Branch 


| At (ће recent annual meeting of the Stoke-on-Trent 
| Area Group of the Birmingham and District Society 
: of Chartered Accountants, the following © officers were 
elected for the ensuing year: 
Chairman: Mr Е. С. Nicholas. . 
| Vice-Chairman: Mr А. B. Snow. 
Hon. Secretary and Treasurer: Мт N. E. Dunning. 
Committee: Messrs C. W. Blagg, F. W. Carder, Jun., 
R. W. Cooke, R. A. Harding, C. Malkin, and M. Н. Marsh. 
At the meeting it was decided to form a branch of 
the Birmingham and District Society and provisional 
| rules were adopted. 


PE 
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| First BRANCH ANNUAL DINNER 


"The first annual dinner of the Stoke-on-Trent Area 
Branch of the Birmingham and District Society of 
! Chartered Accountants was held at The North Stafford 

| Hotel, Stoke-on-Trent, on November 22nd.. The 
chairman of the branch, Mr Е, С. Nicholas, F.c.a., 
| presided, and the principal guests included Mr G. F. 
· Saunders, F.C.A., and Mr W. W. Fea, A.C.A., members 

· of the Council of the Institute, 

Among the ninety-seven members and guests present 

: were: 


Messrs E. W. Brain, J.P. (Vice-President, British Pottery 
| Manufacturers Federation); Н. Francis Wood, M.B.E., J.P. 
! (President, North Staffordshire Chamber of Commerce), 
J. Е. Moxon, т.р. (President, North Staffordshire District 
Law Society) and S. Dixon, A.C.A. (President, Birmingham 
and District Society of Chartered Accountants), together with 
officers of branches of other professional societies. 

The toast of “The Institute of Chartered Account- 
ants in England and Wales’; was proposed by Mr 
Brain, -who referred to the ‘help that industry was 
receiving from the members of the Institute in many 
and varied ways. 

In bis response to the toast, Mr Saunders, as a 
jmember of the oldest district society of the Institute – 

/ Liverpool – congratulated the Stoke-on-Trent branch 
as the youngest branch on attaining an 85 per cent 
membership within a short while of being founded; 
га target, he said, which few branches had achieved. 

} He then referred to some aspects of the work of the 
Institute, mentioning in particular the Taxation and 
Ени Committee, 


Management Accounting 
ји: Saunders then spoke of the management account- 
ing courses which were being held i in various parts of the 
country and he said that it was not only the account- 
ant in industry who was in these days required to have 
knowledge of this subject; the practising accountant 
was often called in to advise — particularly by those 
smaller firms whose directors understood the technical 
requirements of their trade but were running their 
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businesses inefficiently because they did not fully 
appreciate the financial side. 

The toast of "The Guests’ was proposed by the 
chairman, and Mr H. Francis Wood, and Mr J. F. 
Moxon, responded. 


Double Taxation | 

_ "FEDERATION OF RHODESIA AND NYASALAND 
The Board of Inland Revenue has announced that a 
double taxation agreement betwéen the United 
Kingdom and the Federation of Rhodesia. and 
Nyasaland was signed in London on November 25th. 
- The agreement, which requires thé approval of the 
Parliament of the United -Kingdom and of the 
Federal Assembly, provides for the avoidance of 
double taxation on income and profits, and is ex- 
pressed to take effect from April 186, 1953. 

The agreement will supersede the existing agree- 


‘ments and arrangements with the constituent terri- 


tories. It is, in general, similar to the one which has 
been in force for some years between the United 
Kingdom and Southern Rhodesia. A draft Order in 
Council containing the full text will be published 
shortly by H.M. Stationery Office. f 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Tuesday, 5.30 p.m., at the Chartered Insurance Hall: Mock 
company meeting. 

6.30 p.m.: Squash racquets v. Civil Service, 

Wednesday, 5.30 p.m., at the Institute: Debate on the 
motion: “That this house prefers the invasion of the 
American “musical” to the invasion by the American 
evangelist.' 

Thursday, 6.30 p.m., at Guildford: Lecture on ‘Bankruptcy’, 
. by Mr Spencer G. Maurice, Barrister-at-Law. 

Friday, 5.30 p.m., at the Institute: Introductory course 
lecture on “The conduct of a typical case in the Courts’, 
by Mr J. R. Phillips, Barrister-at-Law. 

7.0 p.m., at Chelmsford: Lecture on ‘Standard costing 
and budgetary control (Part 2)', by Mr G. E. Saunders, 
A.C.W.A, 


*Accounting Education for New 
Responsibilities' 


An inaugural lecture entitled "Accounting education 
for new responsibilities’ will be given by Professor 
D. Solomons, B.coM., A.C.A., Professor of Accounting, 
University of Bristol, on Тћигадау, December 8th, 
at 5.15 p.m. The lecture will be given at the university, 
admission being by ticket obtainable free of charge 
from the Registrar, The University, Bristol, 8. 


| JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 
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* 
‘Manchester Society of Chartered Accountants 
Ata meeting of the Manchester Society of Chartered 
Accountants to be held next Monday, Mr Norman 
Crump, Financial Editor, The S Times, will 
address members on the subject of "The pound and 
the dollar’. The meeting will be held at the Chartered 
Accountants’ Hall, бо Spring Gardens, at 6.0 p.m., 
preceded by tea and sandwiches in the Three Shires 
Restaurant, at 5.30 p.m. 


The Institute of Actuaries’ Year Book 


The 1955-56 Year Book of The Institute of Actuaries, 
now published, records that Staple Inn, where the 
Institute had its headquarters from 1887 until its 
destruction by a flying bomb in 1944, has now been 
rebuilt enabling the Institute to return to its former 
home. 

The year book states that membership of the 
Institute at July 31st, 1955, totalled 2,105— an 
increase of 36 on the previous year’s figure. An 
analysis of the membership shows that at July 31st 
there were 849 Fellows, 302 Associates and 954 
students. Of the 849 Е ellows, 367 were with British 
assurance offices, 32 in Government service, 32 in 
consulting practice: and 29 in industry and commerce; 
out of the remaining 389, 227 were overseas — the 
majority. with Dominion and foreign assurance 
companies. 

In addition to an alphabetical list of members and 
students, the year book contains a further five 
sections covering 246 pages. 


Trade Unions in 1954 


Part 4 of the Report for 1954 of the Chief Registrar 
of Friendly Societies, publigked recently, deals with 
the work of his department under the Trade Union 
Acts and the operations of trade unions during 1954.1 

- Registration under the Acts is voluntary and, apart 
from political funds, the report relates only to the 
transactions of registered unions. It is estimated, 
however, that as far as unions of employees are con- 
cerned the membership of registered unions 
represents about go per cent of the total membership 
of the trade union movement in Great Britain. The 
registered associations of employers, on the other 
hand, form only a small proportion of the number of 
such associations known to exist and are probably not 
the.most important of them. 

- The membership of registered unions of employees 
increased from 8,323,000 at the end of 1953 to 


1 Report of the.Chief Registrar of Friendly Societies for tha 
year 1954: Part 4 Trade Unions, H.M.S.O. 2s ба net. 
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8,357,000 at the end of 1954, and the amount sub- 
scribed by members from {17,917,000 to £18,380,000. ^ 
The average subscription per member was £2 45 
as compared with {1 17s in 1938, an increase of 19 
per cent. Тће average expenditure per head over the 
same period has increased by 35 per cent. 

Over half of the total expenditure during 1954 was 
accounted for by ‘working expenses’. In addition, 
many unions provide various kinds of trade and pro- 
vident benefits for their members. During 1954 
the registered unions of employees paid a total of 
£2,189,000 as superannuation benefit and £1,169,000 
as sickness and accident benefit. Dispute benefit 
increased from £258,000 in 1953 to £483,000 in 1954, 
the highest figure recorded since 1926, the year of the 
general strike. 

The total funds of registered unions of emp oyen 
amounted to £73,887,000 at the end of 1954, an 
increase of £3,178,000 on the previous year. 
represents £8 17s per member as compared with 
£8 10s in 1953 and £4 2s in 1938. 

At the end of 1954, 128 unions of employees and 
five associations of employers had power to collect 
contributions from members for expenditure on 
political objects. The total membership of the unions 
of employees was 7,707,000, of whom 899,000 had 
‘contracted out’ of contributing to the political fund. 
The average contribution per head of those contribut- 
ing to the fund was 1s 7d per annum. · 


SEVENTY-FIVE YEARS AGO 

From Whe Accountant оғ DECEMBER 4TH, 1880 

A leading article entitled 
"THE INSTITUTE OF CHARTERED ACCOUNTANTS 

Our columns this week contain two letters on a 
subject started in the last issue of the paper—viz., the 
distinction drawn by the Council of the Institute of, 
Chartered Accountants between members who are in \ 
practice, and those who are in the position of clerks. ЈЕ { 
may be added, by way of explanation, that the list 
officially furnished to the publishers of The Ac- | 
countants’ Diary and Directory simply gives the names 
of ‘members coming within the former category. 
Hence the complaint of the clerks, who—as th 
Irishman put it—thinking one man as good as 
another—and, probably, better—urge that the action 
thus taken by the Council is calculated to affect them 
i nes and injuriously. We need hardly say that, as 
our columns are freely open to the ventilation of 
professional matters, we readily give publicity to 
these communications, and shall Tb every оррог- , 
tunity for the full and fair discussion of the question 
by both parties. 
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HOSPITAL COSTING 


N their third report! the Committee of Public Accounts, 
Iz 1955-56, draw attention once again to the defects of 
hospital accounting and the costing statistics prepared there- 
from. 'T'he statistics are published by the Ministry of Health with 
the expressed hope that hospital authorities will use them to 
secure economy and efficiency in expenditure.T'he Committee refer 
to the third report of the Public Accounts Committee, Session 
1952—53, which states: 
‘these [costing] returns had been found generally useful in securing 
economical administration . . . we believe, however, that a detailed 
system of departmental costing which was under investigation 


would prove a better basis for comparison between one hospital and 
another'. 


They also refer to the report of the working party for Scotland 
which recommends that hospital expenditure should be analysed 
to show expenditure on individual departments and services, 


. and to the report of the working party for England and Wales which 


also recommends the introduction of detailed departmental and 
unit costing. Finally, they state: 
‘Your Committee welcome these developments and trust that the 
recommendation will be put into effect forthwith.’ 

Since the advent of the National Health Service Act, 1946, we 
have consistently advocated the introduction into hospital finance 
of a system of departmental cost accounting, because we believe 
that it is a system which will provide for the more efficient 
control of hospital expenditure and, at the same time, will also 
provide the statistical information required to enable comparisons 
between hospitals to be made on a much more realistic basis than 
is possible with the present accounting system and its statistics. 

Under ‘Variations in costs’ the Committee comment on some of 
the costs in the annual costing returns. These show that for 
general hospitals with between 301 and goo beds, the weekly cost — 
adjusted to exclude expenditure on out-patients (a notional 
adjustment which assumes that ‘five out-patient attendances 
represent the costing equivalent of one in-patient day’) – ranged 
from [12 4s od to £25 3s 7d, and for general teaching hospitals 
in London, over зоо beds, it ranged from £22 4s 2d to £28 9s gd. 
These are material differences and it is not surprising that the 
Committee direct special attention to them with the words ‘the 
substantial differences in cost clearly call for inquiry’. 

In a memorandum to the Committee, the Ministry of Health 
attempt to explain how differences in the costs may arise. ‘They 
point out that certain factors had to be borne in mind when using 
them for purposes of comparison. For example: 

. ‘the types into which hospitals have been classified for costing purposes 


1 H.C.124. H.M.S.O. 1s net. See also The Accountant, dated Deceraber 3rd, 1955. 
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necessarily bring together hospitals which are not 
always strictly comparable because their functions 
are not exactly the same; there is a great variation 
in the range of services provided in the different 
hospitals; the costs do not take account of the rate 
of turnover of patients; and the age and layout of 
buildings differ greatly'. 
Accountants will agree that these are disturbing 
factors in the making -of comparisons and that 
they should, as the Ministry of Health suggest, 
*be borne in mind', but they will surely wonder 
how this can be done, when, under the present 
system of accounting, the cost of none of these 
factors is disclosed in the accounts. 


There are also other disturbing factors which, 
however, are 'hidden' in the costing returns 
themselves and which must also be borne in 
mind before any attempt is made to carry out 
comparisons. For example, the notional adjust- 
ment of five-to-one for out-patients bears little 
or no relation to the actual facts; moreover, it is 
an assumption which the Minister of Health 
himself admits is ‘questionable’; and, further, it is 
made only on the total maintenance expenditure. 
It is not made in respect of any of the subjective 
headings of expenditure making up this total. 
As a result, the totals of these subjective headings 
include expenditure on both in-patients and out- 
patients, yet the costs are arrived at by dividing 
expenditure by the number of occupied beds! 
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It is, therefore, not altogether so surprising that 
boards of governors of teaching hospitals say 
that the costing returns are of little or no use for 
purposes of comparison and refuse to have 
anything to do with them. On the other hand the 
fact that, as the Committee state, regional 
hospital boards have secured economies by the 
use of these returns, shows that they are of some 
use. Having studied the figures, however, we: 
suspect that regional hospital boards have used 
them merely as starting-points to numerous, 
prolonged and time-consuming inquiries with 
all the upsets which this method involves. It may 
well be that boards of governors are not prepared 
to undertake all this additional work and in this 
we have some sympathy with them. There is, 
however, nothing to prevent them, when they 
find that their costs are far above those of other 
comparable hospitals, undertaking internal in- 
quiries in an attempt to find out where economies 
may be effected, for as the Committee comment: 

‘Any institution that is maintained out of public 
funds has the duty to see that those funds are 
spent economically and that control of expenditure 
is efficient.’ 

The new system, recommended by both the 
Scottish and English working parties on hospital 
costing, has now received the blessing of the 
Committee of Public Accounts who add that 
‘it should be put into effect forthwith’. 


FINANCE BILL-V 
DIVIDEND STRIPPING (Continued) 


Schedule III: Accumulated Profits 

EFORE dealing with the operation of 
Bs 4 (2), in relation to exempt persons, 

it is convenient to complete the examination 
of the scope of clause 4 (1) by dealing with the 
provisions in the Third Schedule. These apply 
for the purpose of ascertaining whether a dividend 
is to be regarded as paid to any extent out of 
profits accumulated before a given date. ‘The date 
in question is the date (after October 26th, 1955) 
on which the taxpayer acquired the shares, or such 
later date as is provided for in the special cases in 
. Sub-clauses (5) and (6) of clause 4. This date is 
referred to in the Third Schedule as 'the relevant 
date’. The basic principle underlying the Third 
Schedule 1s that when a dividend is paid on the 
class of shares in question it is deemed to be paid 


out of profits arising before the relevant date if | 
and so far as: | 

(а) it is expressed to be paid out of such _ 

profits; or 

(b) there are not enough available profits since 

the relevant date to meet it. 

It would be an unusual balance sheet which 
analysed the revenue reserves and the credit 
balance to profit and loss account so as to show 
the periods in which the profits arose. Dividends 
paid are debited to the global figure, without this 
allocation. Of course, consolidated accounts 
segregate the pre-acquisition profits of subsidi- 
aries, but this 18 an exception. However, if clause 4 
is to operate with any consistency, it is necessary 
to have a set of more or less arbitrary rules for 
the allocation of particular dividends *between 
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the periods before and after the relevant date. 
The task facing the draftsman was formidable, 
and the result of his efforts is not likely to arouse 
much enthusiasm either for the drafting or for 
the implications to which it gives rise. The six 
paragraphs of the schedule are so arranged that 
the schedule seems to be going backwards, like 
a crab. To add to the confusion, the word 
‘profits’ and the word ‘income’ аге each used in 
the schedule with two different meanings; while 
the schedule lays an immense burden upon the 
General Commissioners, who are saddled with 
the task of dissecting the rights of the various 
classes of shares in a company and evaluating those 
rights in terms of dividend potential. This is a 
burden more suitable to the Special Commis- 
sioners. 


Paragraph 5: Definition of Income 
It is convenient to begin with paragraph 5, which 
contains a special definition of ‘income of a com- 
pany’ for a given period. Paragraph 5 (2) provides: 

5 (2) There shall be computed the aggregate 

amount: 

(a) of any profits or gains arising in the period 
from any trade carried on by the company 
computed in accordance with the provisions 
applicable to Case I of Schedule D, and 

(b) of any income for any year of assessment in 
the period (computed in accordance with the 
Income Tax Acts) other than profits or 

. gains arising from any such trade. 

; The period in question will be the period from 

| the relevant date to the date the dividend became 
payable. Observe that 'profits' is used in para- 
'graph 5 (2) with a meaning different from that 
j assigned to ‘profits’ as used in clause 4 and the 
· remaining paragraphs of the Third Schedule. 
` JParagraph 5 (2) (a) does not make it clear whether 
the profits to be taken are those assessed in the 

, period or those actually arising then, but presum- 
—ably the latter is intended, since it is actual, not 
notional, profits with which the schedule is 
concerned. Nevertheless, the schedule makes no 
provision for apportionment where the period 

| in question does not contain an exact number of 
accounting periods. Paragraph 6 does provide 
for necessary apportionments, but only of assess- 
ment years and of profits tax chargeable account- 
ing periods. Another criticism of paragraph 5 
(2) (а) is that it does net provide for the case 
where a company is trading in partnership with 
someone èlse. It would be absurd to bring in the 
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• 
whole profits of the trade if the company is 
entitled to only a fraction of them. 

Paragraph 5 (3) provides for deductions from 
the aggregate amount arrived at under paragraph 
5 (2). The deductions are of three kinds: 

(а) any loss sustained by the company in 

the period, in ‘any such trade"; . 
(5) capital allowances (under Parts X and XI of 
the Income Tax Act, 1952) other than those 
. deductible in computing profit, which will 
. already have been allowed for under para- 
graph 5 (2); and 
(c) payments from which tax is deductible 
under Sections 169 or 170 of fs Income 
Tax Act, 1952. 
There are two exclusions from (c); the purchase 
money for a United Kingdom patent, from 
which tax is deductible under Section 318, and 
payments which are within Section 170 but which 
are also deductible in arriving at profit. | 


Paragraph 4: Profits 
Having determined the ‘income’ of the conipany 
in the period, the next step is to compute its 
‘profits’ in the sense in which that word is used in 
clause 4 and in the remainder of the Third 
Schedule. The profits are simply the income as 
defined above, diminished by 

(a) the income tax actually borne by the com- 

pany for any assessment year in the period 

. (including surtax as a result of a ‘direction’); 

(Б) Һе profits tax which would have been 

payable by the company for any chargeable 
accounting period in the period 'if the 
amount distributed by way of dividend in 
the chargeable accounting period had been 
such as, when taken with the profits tax so 
payable, would just exhaust the income of 
the company arising in that chargeable 
. accounting period. 
For this purpose double tax relief is ignored. The 
provision in (b) for the calculation of profits tax 
leaves a number of unknowns. Dividends paid 
in the period are not necessarily distributions of 
that period, while there may be other distribu- 
tions besides dividends. 

If the result of the above calculation shows no 
profit in the period, then, as might be expected, 
the whole of the dividend paid is deemed to have 
been paid out of profits accumulated before the 
relevant date and accordingly it is caught (para- 





ot * 
graph т (1) (b). This result will be highly 
anomalous if the dividend was in fact paid out 
of profits earned since the relevant date, as might 
happen, for instance, where the company had 
received very large capital allowances but was not 
disposed to charge depreciation on anything like 
the same grand scale. | 


Paragraph 3: Profits available for Dividend 
If the calculation under paragraph 4 shows that 
there are ‘profits’ in the period, it does not follow 
that all these will be regarded as available for 
dividends on the shares of the class in question. 
The rules for deciding how much, if any, of those 
profits are available for dividend are contained in 
paragraph 3 (paragraph 3 (1)). Sub-paragraph (2) 
provides for a deduction to be made for dividends 
on shares of other classes. Here a good deal of 
discretion is left with the Commissioners; General 
or Special as the case may be. They have to 
assume that profits will continue at an even rate 
and are to have regard to the respective rights 
attaching to the different classes of shares. ‘They 
are then to deduct from the total profits the 
amount which in their opinion ought ‘justly and 
reasonably to be treated as set aside for payment 
of dividends on any other class of shares of the 
company’. Since clause 4 applies in general to 
ordinary shares,! it is obvious that where there 
are also preference shares these will normally 
have a first claim on the profits. On the other hand 
it seems that nothing is to be deducted for amounts 
required to redeem preference shares or deben- 
tures which may be falling due for redemption. 

In view of the wide definition of shares within 
clause 4, it may well be that a company has two 
or more classes of shares all of which are within 
the clause. Where the Commissioners are con- 
sidering, under paragraph 3 (2), how much of the 
profits are to be regarded as ear-marked for 
dividends on a class having priority over the 
class in question, and dividends on the prior 
class have already been treated under the 
Schedule as paid out of profits accumulated 
before the relevant date, then the Commissioners 
may take this fact into account (paragraph 3 (5)). 

Having finally arrived at the amount of profits 
available for dividends on the class in question, 
it remains to consider whether there have been 
previous dividends since the relevant date. If not, 


1 The word ‘ordinary’ was deleted in Committee but the 
definition of shares within the clause remains the same. 
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no further deduction need be made (paragraph 3 
(3)). If there has been an earlier dividend since 
the relevant date, the Commissioners have to. 
determine the extent, if any, to which it is to ђе ге- | 
garded as paid out of profits accumulated before 
that date — applying the schedule as a whole. Any 
balance of the previous dividend has to be deducted 
from the profits available for dividend as determin- 
ed under paragraph 3 (2) and only the remainder is _ 
deemed to be available for the current dividend. 
То the extent to which it falls short of the current 
dividend, that dividend is deemed to be paid out 
of profits accumulated before the relevant date. 
If a dividend is declared for a period falling 
wholly before the relevant date, then it is un- 
necessary: for the Commissioners to waste any 
time examining the income and the profits of 
the company since that date. Тће dividend is in 
any case treated as paid out of profits accumulated 
before the relevant date, whatever the true facts | 
may be (paragraph 1 (1) (а)). А dividend declared 
for a period overlapping the relevant date is split 


for this purpose (paragraph r (3)). 


Paragraph 2: Exemption for Normal Dividends | 
Paragraph 2 as amended in committee, provides 
for an exemption from the Third Schedule in 
favour of a dividend which satisfies the two 
following conditions: 
(a) it became payable within one year from the 
relevant date; and 
(b) in the opinion of the Commissioners having ` 
jurisdiction (i.e. the Commissioners, Gen- 
eral or Special, to whom the appeal is 
brought) the annual rate of dividend on 
the shares in question in the said year, 
(i)is not substantially greater than the. 
annual rate of dividend on those shares \ 
in the period of three years ending on : 
the relevant date; or 3 
(8) in a case where the shares in question 
were acquired in the ordinary course of 
a business of arranging public issues ` 
and placings of shares, represents a 
yield on the cost to the person receiving 
the dividend which is not substantially 
greater than the yield obtainable by 
investing in comparable shares the 
prices of which were quoted on stock : 
exchanges in the United Kingdom. 


(To be concluded.) EE ' 
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| EXPENDITURE TAX 


HE Royal Commission on the Taxation 
of Profits and Income has stimulated a 
critical re-examination of the whole system 
of direct taxation. Опе of the three signatories to 
the minority report, which advocated a capital 
gains tax, was Mr NicHoLas КАТООК, an 
economist. He has now published a book* which 
examines the possible alternative of an expendi- 
ture tax — not a tax on particular kinds of expendi- 
ture, like the existing excise taxes, but a pro- 
gressive tax which would be computed separately 
for each individual in each tax year. The 
CHANCELLOR OF THE EXCHEQUER thought such a 
tax was outside the Commission's terms of refer- 
ence, particularly in view of the present high in- 
direct taxation, so MR Кагров was left free to 
pursue his own investigations into the subject. 
In his book Mr KALDOR expresses a desire for a 
more egalitarian society, with less contrast between 
the living standards of different members of it. He 
argues that the present high rates of surtax and 
estate duty, which prima facie would tend to pro- 
duce equality, do not in fact do so. He points out 
thata man with an income from property which 
attracts the combined rate of 18s 6d, can spend 
considerable amounts of capital without materially 
reducing his net income after tax. What is lost in 
. capital in that way tends to be made up by capital 
^ gains which are not taxed. The author reproduces 
statistics designed to show that the fortunes of the 
wealthy are invested at an abnormally low rate of 
' ‘interest, the stress being on capital appreciation 
rather than on periodical income. He adds that 
surtax avoidance by means of settlements is still 
| largely practised, while death duties are mitigated 
j by inter vivos gifts. In a word, the wealthy can do 
without taxable income and still draw heavily 
on the pool of goods and services. MR KALDOR 
would tax them heavily on those drawings. 

Part I of the book is devoted to a detailed 
examination of the economic theory underlying 
an expenditure tax. It takes its text from Hobbes' 
Leviathan (Chapter XXX): 

‘But when the impositions are layd upon those 
things which men consume, every man payeth 
equally for what he useth: Nor is the Common- 


| wealth defrauded by thé luxurious waste of private 
| men.’ 


it An Expenditure Tax. (George Allen & Unwin Ltd. 185 net.) 


The respectable ancestry of the idea has not 
so far overcome the objections arising from the 
great practical difficulties to which its application 
would give rise. In the second part of the book 
Mr Katpor energetically tackles these. He 
accepts the enormous advantage of retaining an 
income tax system which, while blemished with 
many anomalies, is established on a sound basis 
backed by 150 years of accumulated experience. 
He suggests the compromise of retaining standard 
rate income tax, but substituting an expenditure 
tax for surtax. Granted the political acceptability 
of his scheme, it offers a reasonable prospect of 
success. Its attractions for a somewhat neglected 
branch of the taxpaying community ~ those who 
earn large incomes purely by personal exertions, 
either in the professions ог in business – аге 
obvious. They at present have to pay high rates 
of tax on hard-earned income which they dare not 
spend, even if they had the leisure, since it is 
ear-marked for the days when high earnings will 
no longer be possible. 


. Lack of space prevents a full description here of 
Ме Karpon's practical suggestions, which, how- 
ever, show a keen insight into the expertise of 
tax administration and computation. He contem- 
plates a form of return showing net expenditure 
as a balancing figure, in a computation reminiscent 
of a back duty computation which shows omitted 
income as a balancing figure. Although income 
would be the starting point in the computation, 
with additions for opening capital and borrowings, 
and deductions for exempted expenditure (like 
life-assurance premiums or for the spreading of 
expenditure on durable goods) the legal basis of 
the «harge would be personal expenditure. 
Whether the production of a demonstrably sound 
practical scheme will overcome the widespread 
prejudice against an expenditure tax is doubtful. A 
proposal during the last war to impose a limit on 
personal expenditure received short shrift, not- 
withstanding the existence of an apparently 
crushing weight of direct taxation and a chronic 
shortage of both goods and services. Now that 
there is so rnuch emphasis on encouraging luxury 
crafts во as to further exports, even to the extent 
of exempting luxury goods from purchase tax, the 
times are hardly propitious for Mr Кагрок'5 tax. 
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BONUS ISSUES 


PROCEDURE AND TAX REPERCUSSIONS 
by PETER WHITWORTH 


that as profits are ploughed back the per- 

centage borne by subsequent profits (or 
dividends) to the original issued capital becomes 
meaningless in so far as it purports to show the 
return on the money originally invested. Even 
apart from profits, the continuous fall in the value 
of money soon destroys any logical connection 
between nominal capital and the value of the 
assets over which it confers proprietorship. 
Nevertheless, there seems to be no eradicating 
the deep-rooted belief that profits which arith- 
metically bear a high percentage to nominal 
capital must be excessive. With this belief 
commonly goes the conviction that the issue of 
bonus shares to bring the capital into line is 
some kind of rather dishonest trick. There was 
а 10 per cent.stamp duty on bonus issues for two 
years, and fiscal discrimination against such 
issues may well return. 


ЈЕ is a commonplace of. company finance 


Procedure 

At present, however, the capitalization of profits 
of a private company by applying them in 
paying up additional share capital is neither 
expensive nor attended by any great publicity. 
If the articles do not already give power to carry 
out the opertation, they can be amended by special 
resolution, the wording of which requires care. 

An ordinary resolution increasing the author- 
ized capital will usually also be called for. Notice 
of the increased capital must be sent to the 
Controller of Stamps, with the stamp duty of 


ten shillings per cent. If this is not done within - 


fifteen days after the resolution, the duty will 
carry interest at 5 per cent. By another ordinary 
resolution the company in general meeting will 
capitalize a stated amount of the accumulated 
profits available for dividend and will provide 
for its application on behalf of the shareholders 
in payment of new shares pro rata to their 
existing holdings. All these resolutions may be 
passed at the same meeting, but they must be 
passed in the right order. Not more than £50,000 
can be capitalized in any period of twelve months, 
unless Treasury consent is first obtained. . 

'The next step is to draw up an agreement 
between the company and a representative of the 
shareholders (or all of them if they are few). 
This provides for the specific allocation of the 
bonus shares among individual members. Inci- 


dentally the word 'bonus' need not appear. 

The directors proceed to hold a meeting 
sanctioning the agreement, which is then exe- 
cuted, and they make the necessary allotments in 
accordance with it. A return of the allotments 
must be filed (within one month) with the 
Registrar of Companies, together with a copy of 
the agreement. Provided the agreement is 
executed under hand only, it need not bear any 
stamp. There is a widespread misconception 
that it should bear a sixpenny stamp, but 


exemption was granted by the Finance Act, 1949, | 


Eighth Schedule, Part I, paragraph 17. 


Tax Repercussions 
What are the tax disadvantages of increasing 


capital in this way? Of course dividends on the | 


new shares will attract the higher rate of profits 
tax but a bonus issue whose object is to bring 


the nominal capital into line with the real’ 


capital will not necessarily be followed by in- 
creased dividends. If the bonus shares are 
redeemable preference shares, the issue will 
endanger any immunity which the company 
may hitherto have enjoyed from surtax directions 
under Section 245 of the Income Tax Act, 
1952. 'l'his is because such an issue might well 
be a device for distributing profits to the share- 


holders in the form of capital, in the way which 


was frowned оп in the Chancellor’s statement 
to the House of Commons on July 22nd, 1948.1 
It is, of course, possible to provide that redemp- 
tion shall not take place before the expiry of a 
long period of time. However, it would still be 
open to the parties to come to a subsequent 
agreement for earlier redemption, so it is difficult 
to see why such a provision should weigh very 
much with the Special Commissioners. 

Income which arose to a company more than 
six years ago cannot be the subject of a surtax 
direction, whether the company applies it in 
paying up bonus shares or not. As to years 
within the time limit, it is open to the company 
to obtain a ‘clearance’ under Section 252 of the 
Income Tax Act, 1952. It is surprising that more 
widespread use of this section is not made. 
Once the profits are immune from directions, 


md 


there is a very real surtax advantage in avoiding | 


the payment of dividerfis. In any case, surtax 
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directions, even for six years, are not necessarily 
the end of the world. When the aggregate 
‘potential surtax liability is computed it may not 
amount to very much after all. 

If the redeemable preference shares are 
subsequently redeemed, the redemption will 
constitute a distribution to proprietors for profits 
tax purpose (Finance Act, 1951, Section 31). 
„ЈЕ bonus shares are reduced by means of repaying 
‘capital with the sanction of the Court, the same 
profits tax repercussions will follow (ibid.). 


Profits Tax Distributions 

Can the application of profits in paying up 
bonus shares itself constitute a distribution to 
‘proprietors for profits tax purposes? If it could, 
the bonus issue might attract a very large 
distribution charge. The question requires a 
close study of Section 36 (x) of the Finance Act, 
1947, which provides as follows: 

36 (1) Subject to the provisions of the next 
' succeeding subsection, wherever: 

(а) any amount is distributed directly or indirectly 
by way of dividend or cash bonus to any 
person; or 

(b) assets are distributed in kind to any person; or 

(c) where the trade or business is carried on by a 
body corporate the directors whereof have a 
controlling interest therein, an amount is 

| applied, whether by way of remuneration, 
| loans or otherwise, for the benefit of any person, 
there shall be deemed for the purposes of the 

; last preceding section to be a distribution to 
1. that person of that amount or, as the case may 
; Бе, of an amount equal to the value of those assets: 
' | Provided that no sum applied in repaying а 
. loan or in reducing the share capital of the 
person carrying on the trade or business shall 

be treated as a distribution. 

Paragraph (a) is clearly excluded; a boni issue 
is not a ‘distribution’ of an ‘amount’. Is there a 
distribution of assets in kind within paragraph 
(b)? There is certainly no transfer of the shares; 
an allotment is not a transfer. The essence of an 
issue of shares is that the company enters into 
complicated contractual relations with the allottee; 
it does not assign rights, it creates them. It is 
‘inveterate in stamp duty law that the issue of 
shares does not constitute a distribution of assets. 
The distribution of shares in other companies, 
even subsidiary companies, is, of course, quite 
different. The instrument of transfer attracts ad 
valorem transfer duty (Associated British Engineer- 
ing о. CLLR. (19 A-T.C. 468). A similar distinction 
is drawn for the purpose of surtax (C.I.R. v. 
„Blott (8 Г.С. тот); (Pool v. Guardian Investment 
ina Comper) а Qo pes 8o; 8 T.C. 167). 
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When is an Amount ‘Applied’ 

It is clear then that an issue of bonus shares is 
not a distribution within paragraph (a) ог (5) 
of Section 36 (1). Where the company is director- 
controlled, and, therefore, subject to paragraph 
(с), the question is not so easy to answer. Is an 
amount ‘applied’ in paying up bonus shares, 
which are subsequently issued gratis to members, 
an amount applied for the benefit of those 
members, within the meaning of paragraph 
(c)? In the writer's opinion it is not. 

‘Although it is common in capitalization 
resolutions, to speak of 'applying' part of the 
credit balance of the profit and loss account in 
paying up additional shares, the word there 
used connotes some entries in the books of the 
company rather than the actual application of 
any tangible sum. 'This distinction is brought 
out in the judgment of Lord Reid in C.I.R. v. 
Universal Grinding Wheel Company Limited 
(34 A.T.C. 123; 35 Т.С. 551). In that case 
the company had redeemed its ХІ preference 
shares at а premium of seven shillings per share — 
as it was bound to do by its articles. It success- 
fully claimed that the amount applied in redeem- 
ing the shares was twenty-seven shillings per 
Share, not twenty shillings, and that accordingly 
the seven shillings premium was not a distribution 
to proprietors (see Section 36 (1) proviso). 


Accounts, Entries Distinguished 
Lord Reid said (35 T.C., at page 573): 


‘Distributions are actual payments in money or 
money's worth. . . . The proviso is concerned with 
sums paid and not with the source from which 
the company takes the money or with entries 
which the company has to make in its accounts 
and balance sheet consequential on the money 
being paid.' 

'The last paragraph of Lord Reid's judgment 
(page 574) seems to be particularly apposite. 


‘The appellants also: submitted an argument to 

, the effect that “applied” does. not mean “раја to 
the shareholder" but means "applied in the 

company's accounts", so that the sum applied in 

reducing the share capital is only that part of the 

redemption price which is applied for this purpose 

in the company's balance sheet. We do not have the 

company's accounts before us, but it appears that 

what happened was that there was a new issue of 

shares and the redemption price of the old 


. preference shares was paid partly out of the 


proceeds of the new issue and partly out of 
accumulated profits in the hands of the company. 
The result of the payment was to diminish the 
cash in hand on one side of the balance sheet, and 
this was met first by cancelling the nominal 
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capital value of the redeemed shares which 
appeared on the other side and then by diminishing 
' the amount of a reserve account: it would be met 
- to the extent of twenty shillings per share by 
` cancelling the nominal capital value of the shares 
. and to the extent of seven shillings per share by 
diminishing the amount of this reserve account. 
. The argument, as I understood it, was that the 
. twenty-seven shillings per share was “applied” 
. when the necessary alterations were made on the 
. liabilities side of the balance sheet; in that view 
' twenty shilings was applied in reducing the 
nominal amount of share capital and seven shillings 
' was applied in reducing the amount of the reserve 
account. Of course, if this were right, no more 
- than twenty shillings per {1 share could ever be 
applied in reducing the nominal share capital. 
. But I am quite unable to agree with the argument. 
. It appears to me to be an unnatural use of the 
. word "applied" to say that a sum paid out by 
2 a trader is applied in diminishing some item which 
appears on the Liabilities side of his balance sheet: 
e sum has already been applied in paying it and 
"ihe" Consequent entries in his accounts merely 
disclose the consequences of its having been so 
^ applied. That the word is not used in the proviso 
in the sense for which the appellants contend is 
apparent from its initial words: "Provided that no 
sum applied in repaying a loan. . . .’’ That appears 
~ to me clearly to indicate that the sum repaid is 
. applied when it is paid to the lender and not when 
the liability to make the repayment is deleted from 
the balance sheet.’ 


The reasoning quoted seems to apply to the 
accounting entries which accompany a bonus 


issue. Nevertheless, there is always danger in -7 


seeking to apply dicta about one matter to the 
facts of another. А good case can be made for 
saying that a bonus does constitute a distribution, 
and although it is not the general practice so to 
treat such issues, a very large bonus issue of, say, 
redeemable shares might well invite a profits 
tax distribution charge. The possibility that a 
bonus issue might constitute a distribution was 
evidently present in the mind of the draftsman of 
Section 31 of the Finance Act, 1951 (which deals 
with capitalization combined with capital reduc- 
tion) for proviso (а) to Section 31 (5) directs 
that no application of a sum shall be treated as 
capitalization for the purpose of Section 31, if it 
falls (о be treated as a distribution for the 
purposes of Section 36 (1) of the 1947 Act. 
However, this proviso may have been inserted 
out of abundant caution. 


Option to take Cash 
What if the shareholder has the option of taking 
cash instead of a bonus issue? Ín the present 
somewhat unsatisfactory state of the authorities, 
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the answer depends on whether the option 
is in fact exercised. If the option is not 
exercised, then the value of the bonus shares is 
not assessable to surtax in the shareholder's 
hands. This was the decision of the Court 
of Appeal (overruling Rowlatt, J.) in C.I.R. v. 

Wright (5 А.Т.С. 525; 1x1 T.C. 181). The Court 
pointed out that in deciding С.К. v. Blott 
(8 T.C. 101) the House of Lords were applying. 
their earlier decision in Bouch v. Sproule (1887) 
12 App. Cas. 385), in which there was also an 
option to take cash. 

Bouch v. Sproule was not in the least concerned 
with tax law, it merely decided that where 
bonus shares are issued in right of shares 
held in trust, the bonus shares enure to the 
remaindermen 4s capital and not to the life- 
tenant. Modern decisions have now established 
that the rules for distinguishing between capital 
and income, in relation to the respective rights 
of tenant for life. and remaindermen, by no 
means necessarily apply in relation to income tax 
or surtax. Consequently, this application of 
Bouck v. Sproule to surtax, although resting on ` 
the highest judicial authority, has become a 
little unreal. However, it is worth recalling that 
even in Bouch v. Sproule the House of Lords 
stressed that the option was rather nominal 
than real On the figures it was vastly more 
profitable to take the shares and sell them in the 
market at a premium, than to take cash. 


Cash actually Taken - 
In C.LR. о. Wright the nominal value of the 
bonus shares was £1, their market value about 
245 6d; and in the case before the Court of 
Appeal the appellant had taken the shares. 
However, in С.Г.В. v. Coke (5 A. T.C. 525; 11 
T.C. 181) a shareholder in the same company 
had taken cash as to part of the shares and 
Rowlatt, J., affirmed surtax assessment on him in 
respect of all his interest in the bonus issue. 
Ап appeal was entered against this decision but 
was withdrawn, although it is clear from C.J.R. v. 
Wright that, at least as regards the bonus shares 


actually taken, an appeal would have succeeded. 


The position now is that a shareholder who 
accepts bonus shares of a nominal value of 
£100 and a market value of £800 pays no surtax 
on them, while a fellow-shareholder who (for 
one reason or another) takes the тоо in cash, 
does pay surtax. 


Bonus Debentures 
If bonus debentures are issued, the stamp SU 
will be five shillings per cent. — - 
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Bonus debentures no more constitute income 
for surtax purposes than do bonus shares. The 
House of Lords applied the Blott decision to 
bonus debentures in Fisher’s Executors o. C.I.R. 
(5 А.Т.С. 144; то T.C. 302). In the judgment in 
Fisher’s case there were references, both in the 
Court of Appeal and in the House of Lords, 
to the fact that the allottees of the bonus de- 
bentures had no option to take cash instead; and 


"that the debentures could not be redeemed before 


the expiry of six years. However, in Whitmore v. 


C.I.R. (5 A.T.C. 1; 10 T.C. 645), decided while ` 


Fisher’s case was on its way from the Court of 
Appeal to the House of Lords, the Fisher 
decision was applied by Rowlatt, J., even though 
the debentures were in fact redeemed little more 
than a month after their issue.. In so deciding, 
Rowlatt, J., rejected the Special Commissioners' 
finding that the transactions were merely a 
cloak to cover the distribution of profits. ` 

The Fisher decision was also applied by the 
Privy Council in an Indian case, Bengal Income 
Tax Commissioner v. Mercantile Bank of India 
Limited (15 A.T.C. 337), notwithstanding that 
the bonus debentures were redeemed within a 
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few months and that the taxpayer admitted that 


_ the object of the transaction was to obtain money 


from the company without paying tax on it. 

In Aykroyd v. C.I.R. (21 A.T.C. 284; 24 
T.C. 515), bonus debentures were redeemable 
at thirty days’ notice and Macnaghten, Ј., 
expressed the opinion that this fact took them out 
of the Fisher principle. It is difficult to see how 
such a distinction can be made in the face of the 
Privy Council decision in Bengal Income Tax 
Commissioner v. Mercantile Bank of India Limited; 
a case which is not mentioned in the report and 
which was presumably not cited to Macnaghten, J. 
However, the decision in Aykroyd rested ulti- 
mately on independent grounds. The dicta about 
the scope of the Fisher principle can probably 
be ignored. 

Interest on bonus debentures has the advantage 
of being deductible in arriving at profits for 
profits tax purposes, unless it is paid by a 
director-controlled company to a director who 
is not a ‘whole-time service director’. Debenture 
interest is not treated as ‘distribution’ unless it 
is both (a) disallowed and (b) paid to a member 
of the company. 


THE PROFESSION OF ACCOUNTANCY 


by SIR HARTLEY SHAWCROSS, P.C., Q.C., M.P. 
Chairman of the General Council of the Bar 


HAT was described as ‘the largest gathering 
of indentured apprentices in the City of 
London’ assembled in Guildhall on the 


d evening of Thursday, October 27th, to hear an 


address by Sir Hartley Shawcross, Q.C., M.P., Chair- 


man of the General Council of the Bar. The occasion’ 
' was the annual President's meeting of the Chartered 


Accountant Students’ Society of London, briefly 
mentioned in our issue of November sth, which was 
attended by over a thousand members. 

Sir Harold Gillett, M.C., F.C.A., President of the 
Society, was in the chair, and the meeting was 
also honoured with the presence of The Rt. Hon. 
The Lord Mayor of London, Sir Seymour Howard. 


ADDRESS BY THE 
LORD MAYOR OF LONDON 
In a short introductory address the Lord Mayor said: 
I am very glad to be present at this meeting, not 
only because your Society has had a very successful 
year, but because I believe it is doing work of the 
greatest importance in affording an opportunity to 
assist students to qualify themselves for membership 
of the professional Institute. Judged by the pro- 


gramme of debates and lectures, there is no possible 


excuse for any student remaining unacquainted with 


ievery facÉt of your profession, which is one of the 


most important and one of the most essential pro- 
fessions of all. That, of course, does not mean that 
some professions are unessential, but it does mean 
that, unless a business man has some knowledge of 
expert accountancy or takes the trouble to employ 
someone who has that knowledge, he is liable to find 
his business in a rather у condition before 
very long. 

In these days of a tax system which in many ways 
is onerous and sometimes exceedingly penalizing, it. 
is good that there should be a steady stream of 
qualified accountants coming forward. When an 
accountant is called upon, as of course he is, to deal 
with the intricacies of the Companies Act, 1948 — 
which I believe no parliamentarian understands – 
then it does seem to me that the accountant must be 
something of a lawyer as well as an accountant. 

But, despite all our talk about somebody's ability 
in ‘getting round’ their own tax problems, and the 
occasional cases of dishonest evasion which come to 
light in our Courts, nowhere in the world does a 
higher standard of commercial honour prevail than 
in this country, and this, I think, is due to the high 
ethical standard set and conformed to by all members 
of the accountancy profession. Тће accountant 18 
much nearer in type to the scientist than to, say, the 
politician or advocate, because, having no case to 


659 
6 

iove, ће sits before the facts and lets them speak.. 
hep ‘politician is more interested in persuasion than 

in truth — he has а policy to defend and very often a 
favourable impression to create —and it is easy to 
see sometimes how this may lead to something which 
is not strictly factual. But for the accountant it is 
the truth, the whole truth, and nothing but the truth, 
and his guiding principle 'of integrity overflows the 
channels of his profession and permeates every 
sectión of the community, with the result that, in 
spite of strenuous and crushing tax burdens, the 
honesty of the average Englishman overrides all 
other considerations. 
. That, I think, gentlemen, is a thing of which your 
profession can justly be proud. I have great pleasure 
in being with you on this occasion, and I wish you 
God-speed in all your labours. 


ADDRESS BY SIR HARTLEY SHAWCROSS 


The President then introduced Sir Hartley Shawcross 
who gave the following address: ` 

Mr President, my Lord Mayor, ladies and gentle- 
men, it is indeed a very great honour as well as a 
pleasure to havé the opportunity of coming here and 
talking to this very remarkable gathering of your 
most successful and useful Society. I am very glad 
that the Lord Mayor said a word or two by way of 
debunking the advocate and the politician, because 
I was going to proceed to debunk myself in my very 
first observation. I see on your programme that it is 
alleged I am about to deliver an address. Well, I hope 
none of you will have been misled into thinking that I 
was going to deliver to you anything at all of an erudite 
nature; that would be quite beyond my capacity, 
and І must confess to you at once that I know very 
little about the art — is it an art or a social science? 
I am not quite sure — of accountancy, the great pro- 
fession to which you belong. 

It is true that а good deal of my professional life 
has been occupied, I am glad to say, in association 
with accountants. Many distinguished leaders of 
your profession have endeavoured in cases I have 
been in- rather unsuccessfully as a rule —to lead 
‘me along the right path. But I have no head at all for 


res —accountancy figures I mean ~ апі I have. 


the greatest difficulty in adding up. I am thinking of 
providing myself with a chromium-plated mechanical 
device which was presented to a small child of mine 
the other day, in which there are a number of 
horizontal and parallel wires, and you move certain 
figures along and get the addition result you want in 
that way. That is the kind of mathematician J am. 


'The Slide-rule 
You see at once the difficulty I find myself in when 
I get involved in accountancy problems. I must tell 
you that one of my clients, a member of your profes- 
sion, recently presented me with a slide-rule, and 
I have used this with great advantage in my profes- 
sional work. Hitherto 1 have been completely 
intimidated by the accountancy witness who, during 
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the course of my cross-examination, produces a 
slide-rule. Now I shall be able to reverse the position. 
I shall have my little slide-rule in front of me, 
and I shall ask, ‘Do you really say that an alteration 


of -o2d in the labour costs of producing 72,000 - 


bicycle spokes is going to make a difference of 
£17 15s? and he will see my slide-rule and, not 
knowing that I have not the faintest idea on the 
subject, he will reply, "Well, no, on reflection I do 
not think I can say that.’ (Laughter.) 


But I do know what a balance sheet is, and that the ' 


great secret of it is that it must balance; also that 
you achieve this admirable result by putting in what 
is called a balancing figure. I have often had to ask 
in cases in which I have been concerned: ‘What is 
this on the right-hand side, £137,251 os odd?’ and 
I have been told, ‘Oh, that is nothing; that is just а 
balancing figure.' (Laughter.) 

You must regard these very inconsequential 
remarks to you as in very much the same sense as 
something put in between that charming speech by 
the Lord Mayor and the vote of thanks at the end to 
balance up the proceedings, although nobody knows, 
quite what it is all about. 

I am down to speak on your profession. 1 would 


‘have preferred to speak of our two professions 


because, in truth, we have a great deal in common, 
and not merely that sometimes we are engaged 
together in what appeared, at first sight, to be a 
reasonable enterprise, until another accountant comes 
along and says, ‘Oh, no, you must pay all that over to 
the tax collector.’ 


The Professional Man 
As a result of taxation, the professional classes. are, 
I think, more hardly hit than any other section of the 


community. If your object in life is to make a great *. 


deal of money quickly but by reasonably legitimate 
means, the professions are not for you. But, still, at 
the end of the day it may be that the making of money 
quickly is not perhaps, after all, the greatest thing in life. 

What is the difference between a professional man 
and one who is not? What is the difference between 
one who pursues a professional career and one who 
has some other occupation? In the old days there 
used to be some connection between being a gentle- 
man and being a member of a profession ~ 1 am not 
quite sure what it was. The three great original 
professions were the Church, the Army and the Bar. 
Medicine came in a little later, and then surgery ~ 
rather like carpentry. The number of professions 
has steadily increased ever since. At one time it was 
said that you could not be a professional man unless 
you were a gentleman, or that you became a gentle- 
man by being a member of a profession – 1 am not 
sure which it was. 

Although membership of a profession nowadays 
does not result in any kind of social position or 
privilege, it does perhaps till impose on those who 
are engaged in it the obligation of behaving — not 
in any snobbish sense — like gentlemen in thé conduct 
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_ of their professional affairs. But the mark of a profes- 
‘sional man is that he holds himself out as ossessing 
some particular skill, or what I may expertise 


. and qualification, which he is preparéd?to place at 


the service and disposal of anyone who chooses, 
giving a suitable reward, no doubt, to employ him. 


' Unlike the trader or business man, or the author or 


actor - though they sometimes call themselves profes- 
sional men {оо ~ he has to possess some kind of 
. Professional qualification and, having possessed 
` himself of it, he has to conform to certain profes- 
sional standards. 


Practising as an Accountant 

Ав your particular profession has developed the 
qualifications required have been increased, but, 
rien enough, unlike the law, your profession 

not yet attained the position of having a monop- 
' bly of the right to conduct the affairs for which you 
‘have qualified. If you want an advocate to appear 
for you in the High Court or the Court of Appeal or 
the House of Lords – І will say nothing of the Old 


, Bailey – you have to employ a barrister and you 


cannot have anybody else. It is true, I think, that a 
person who wants to practise as an accountant is 
entitled to do so even if he has no professional 
qualifications at all. That is surprising. I believe that 
you and I- that is, those of us not yet qualified – 
would be entitled to describe ourselves as ‘account- 
ants’ if we wished to do so, but I can see from the 
large number of members of your own Society that 


‘the competition would be far too keen for me. The 


tendency is towards an ever-increasing monopoly in 
accountancy matters to members of one or other of 
the professional bodies which have been set up to 


'regulate your calling. 


In the companies legislation, as you know, those 
who have to prepare accountancy reports or give 
auditors' certificates for the purpose of company law 


‘have to be members of one or other of the professional 


organizations which control your affairs, and that is, 
of course, a very important thing. Those associations, 
in their origins in the last century, started as bodies 
‘which were intended primarily to promote the 
interests of their members and perhaps to move 


towards getting something in the nature of a ‘closed. 


shop’ for the accountant, in the belief that that would 
be, as no doubt it would, a very good thing for 
accountants. Nowadays, of course, they take a very 
much broader view of their responsibilities in the 
maintenance of professional ethics. 


E Responsibilities of the Profession 
'I do not want to deliver a long lecture to you on the 
iproblem of professional ethics; that would be 
inappropriate at this time, but I think perhaps it 
might not be a complete impertinence in approaching 
the matter from a rather different point of view from 
that of the Lord Mayor i if I said a little on the same 
lines as he did about the*responsibilities of your very 
Breat profession. 

| Ав уђиг Been has come gradually nearer 


Hi 
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towards a monopoly of the right to conduct a account- 
ancy and auditing matters, the responsibilities which 
are imposed upon its members have correspondingly 
increased. Privilege: carries responsibility. That is a 
thing which is very true in any walk of life, and 
particularly so in the case of a professional career. 
Your responsibility lies partly in obtaining a really 
high qualification 1 in what I think I have called the 
expertise of your job, and partly, in addition to having 
that high qualification in the technical aspects of your 
work, in using such qualification to the advantage 
of the community. Let me just say a word about each 
of these matters. 

I think all of you have yet to pass your Final 
examinations, and you have my deepest sympathy in 
the matter. 1 know that the examination for the 


` Institute is an exceedingly stiff one, and it is, of 


course, in this competitive world, very necessary 
that you should possess the highest technical quali- 
fications. I dare say a good many of you have failed, 
but you are trying again, and I hope you will all be 
successful. The possession of a very high degree of 
technical expertise is important, and indeed essential, 
though it is perhaps not in itself enough. Merely 
passing an examination, whether yours or mine at the 
Ваг - and perhaps this is even more true of mine at 
the Ваг – 1з not the only thing. In eur professions . 
education is really a continuing progress. It is not 
limited, as examinations sometimes have to be 
limited, to merely technical matters — the expertise 


“of a particular calling. That education generally has 


a rather narrow effect, and drags you along a rather . 
narrow groove in life. You are not likely, either, to 
get the most enjoyment out of life or to be the most 
useful member of your profession if you content 
yourselves with securing the necessary qualifications 
and passing the necessary examinations. 

I. believe, with the experience that I have now got, 
it is very important to study rather more widely than 
you need to just for the purpose of passing your 
examination, to read a good deal more widely than 
the text-books prescribe for you, and to try to develop 
a broad background with other interests outside 
those immediately concerned with your own pro- 
fession. 

Read Widely 
"Then, of course, in your profession, which has such 
an important and increasing part to play in the 
commercial and industrial life of the country and in 
the country's general economic affairs, it is very 
desirable, not only to read widely in the humanities, 
but also to make some study of economic matters; to 
read, for instance, those publications which the 
banks put out, the monthly magazines, which almost 
invariably contain at least one very instructive 
article by someone who is a real authority; your own 
journal, The Accountant, of course, together with 
The Economist, the financial papers, and so on. By 
doing that kind of thing if you can. find time after 
studying for your examination, and certainly after- 
wards, when you have got the examinations behind 


652 


you, by taking advantage of such ore as you. 


have in matters of this sort, you will be able to play a 


, much more useful and important part, both in your 


professional career and in the life and affairs ~ 
politics and economics ~ of this country as a whole. 

Do not confine yourself, if I may presume to give 
you advice, more than you are bound to do to the 
narrow technicalities in those years when you are 


' training yourself for the career which you are going 


to follow. Your practice in the end in some established 
kind of employment will require you, as a qualified 
chartered accountant, to engage in clear thinking, to 
make courageous decisions on questions of policy, and 


. you will be much better able to make such decisions 


and to maintain a high standard of professional 


"efficiency and conduct in your affairs if you have 


read as broadly and widely as you could. 
I wanted to say a word about the other aspect of 


becoming’ a member of a profession like yours, the 


other responsibility which your Institute, like other 
professional associations, seeks to maintain and 
promote. 'T'he privileges which you possess, and will 
I think under the present policy of legislation possess 
to an increasing degree in the future, of dealing with 
accountancy matters for the purpose of the Companies 
Act and presenting reports which the income tax 
authorities wil accept, carry great responsibility. 
Upon those responsible for accountancy in this 
country an increasing trust will be placed. 


Professional Honesty and Intellectual Integrity 
Perhaps I may say a word or two, without being 
thought pompous, about the influence of your profes- 
sional bodies, which has largely resulted in the 
establishment in this country, as the Lord Mayor 


has said, of a very high degree of professional . 


honesty and intellectual integrity. You may say to 
me, particularly after what the Lord Mayor has said, 
‘Who are you, a lawyer, to talk about questions of 
professional integrity and honesty and so on? Are you 
not constantly engaged in Court in trying to make 
the worse appear the better cause? Are you not using 
your eloquence and skill, if you possess any at all, 
in trying to get people off, or trying to produce a 
result which is not in accordance with objective truth?' 

Well, it is a long story, and I would welcome an 
occasion when Í could address you in detail on it. 
But it is, indeed, part of the legal system of this 
country on the whole I think a necessary part ~ 
that everyone who is called before the Courts should 
be entitled to put all honest and fair argument that 
he can in his favour before the Court. That is the 
purpose of the advocate. But the arguments must be 
honest and fair arguments. 

If a lawyer believes that his client is guilty he is 
hot allowed in the course of the conduct of the case 
to suggest to the Court that possibly someone else 
might be guilty. He is not allowed to put his client 
into the witness-box to say that he is not guilty if 
that client has told him privately that he is. What he 
is entitled to do is to make the other side prove their 
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case, because the basic idea of British justice is that 
the case must be proved by that side on which the 
onus lies. But, in 1nsisting on that, you must not do 
anything which is dishonest or unfair. While a lawyer 
is entitled to insist on the other side proving their 
case, the lawyer who sets himself out to defeat the 
law, just as the accountant who sets himself out to 
defeat the law, is somebody who is not worthy of 


his profession. Of course, in the law, just as in other’ 


professions, there are people who are disreputable, 


but the lawyer’s task is to serve the law, and your ` 


task is primarily, I suppose, to serve honesty in 
commerce and in business. That is an over-simplifica- 
tion, I know. Many of you will be employed in 
capacities in which these questions do not arise, and 
the exercise of these qualities will not be required at 
all. But your primary responsibility in the profession 
is, no doubt, to promote honesty and integrity in the 
commercial and business affairs of the country. 

I do not think it is any exaggeration to say that 
it is on your profession and to a much less degree on 
mine,- though to some extent on mine — that there 
rests the responsibility for maintaining the high 
standard of commercial probity which this country, 
and in particular this City, is recognized all over the 
world as possessing, as the Lord Mayor has indicated. 

These are, of course, dangerous and difficult days, 
and not only highly competitive days. It is not only 
that we live in a very complex society in which there 
is a great deal~ some people think far too much – 
very involved and technical legislation with which 
we have to comply. I suppose it is also true to say 
that these are days in which we are all of us very 


much concerned with getting and spending аз. 


quickly as we reasonably can, and days in which 


very high rates of taxation make it very difficult for , 


many to do so.in an honest way. There are all sorts of 
controls,. restrictions and matters of that kind. 
I think they are things which will remain with us 
inevitably, whatever may be the complexion of the 
Government from time to time. But the result of it 
all is that there are many temptations to transgress 
the law, and to to make money a little more 
quickly than one would otherwise do. 


'Temptations 


There are many opportunities to conduct malpraxis 
of one kind or another and depart from the strict 
standards of professional and commercial honesty. 
I suppose sometimes in regard to a company's 
business affairs, or sometimes in connection with a 
new company for which an accountant's report 18 
required, or in connection with mortgages or taxa- 
tion, many great temptations may present themselves 
to the professional man. There are a lot of queer 
people about nowadays and, high as our professional 
standard is, it is in some cases not as high as it should 
be. There are people who will want to ‘adjust’ the 
accounts of a company in Such a way as to conceal 
the true position, because ‘next year we will be able 
to make it all right’. They want a different Halancing 
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figure put in or something of that kind. There are 
people who are prepared to juggle with the law and 
with figures if they can get the professional man to 
assist them. | ; 

Iam confident that you who are aspiring to become 
members of the Institute will not allow yourselves 
to be parties to anything of that kind. 


Loyalties 


Your profession, like mine, would become a very 
base and unattractive one if we were prepared to 
lend our skill and knowledge and our privileged 
position to the promotion of devices of that kind. We 
have to observe what Mr Galsworthy, in his great 
play, called ‘loyalties’ – the loyalties of our profession. 


We carry them on from generation to generation. . 


They are not things you can absorb from lectures 
and books. They are traditions and standards of 
conduct which you acquire by seeing how things are 
done during the very useful period of serving your 
articles before you start out on your own careers. 
They are things that you find through constant 
association with the older members of your Institute 
and through consultation, when problems arise, with 
your more experienced colleagues. 

That, I think, is a thing which it is very important 
to remember, and it is another of the things which 
distinguishes your position as members of the profes- 
sion from that of the ordinary individual engaged in 
trade or commerce. You are not someone who stands 
alone, you are a member of a profession. If you 
do anything wrong then, of course, you are letting 
the whole side down, you are lowering the tone of 
your profession. If you do anything right, on the 
other hand, you are promoting the interests of your 

| profession, and if you find it necessary to take a 
Stand on some point of principle which is right, 

Р although it may be unpopular, you will find the other 
members of the profession rallying round and sup- 
porting you. Sometimes you may find that it is your 
duty to take a stand on some point of principle, 
although it does not greatly affect you in your 
particular case, simply because it is a matter which is 
(going to affect the conduct and standing of your 
profession, and if you do that you will get the 
support of your Institute and of all your colleagues. 

' Ina sense, a profession is a kind of brotherhood, and 
highly competitive as we are - yours is a competitive 

; profession and so is mine — yet it is remarkable how 
we try and succeed in behaving towards each other 

| in a really brotherly way. That is something which is 
vitally important to professional life. 

Certainly there are temptations in this complex, 
competitive commercial world — temptations to apply 
our knowledge and our privileges to base ends. But 
if that type of thing is allowed to get a footing, the 
rot will spread, and the great reputation and position 
which this country enjoys for commercial probity 
will be very soon demoed: We in the other profes- 
sions, and the public as a whole, are entitled to 

' look finally to your great profession to set your faces 
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sternly against any kind of conduct which would 
involve deviation, not merely from the law, but, what 
is even more important, from the ordinary honest 
standards which ought to be applied in business and 
commercial matters between man and, man. 

We have in our profession a threefold loyalty – a 
loyalty to our clients to do the best we possibly can 
for them, to use our skill and judgment as far as we 
possibly can in their interests; then we have a 
loyalty to the great and honourable profession to 
which we belong, to maintain its great traditions and 
high standards and, finally, above all, we have got a 
loyalty to our country and, I suppose, also to our- 
selves. If we succeed in maintaining these three 
loyalties, then, whilst we may hope to attain success, 
we can at least feel sure that we shall do nothing to 
injure the great profession to which it is our good . 
fortune to belong. 

In commerce and industry you are the watch-dogs 
for the law to ensure that the high reputation of the 
country is not endangered by people who would wish 
to circumvent the law for their own ends. You are 
the watch-dogs, and I am quite confident from my 
experience of your great profession that you will 
discharge that role with great efficiency. The whole 
country has real reason to be grateful for the way in 
which its professional accountants do their work. 

Therefore, members of the students’ society, I 
wish you all well in the career you are seeking to take 
up. Some of you will win glittering prizes – and in 
spite of the temptations of which I have spoken there 
are still prizes to be won. Some of you will become 
leaders of your profession ae chartered accountants. 
Some of you, I dare say, will become engaged in 
other activities, and perhaps will take a leading part 
in the control of industry and commerce, and some 
will travel along quieter and less spectacular paths. 
But you all, I know, will take great pride in this 
profession of yours; you would not be members of 
this remarkable students’ body unless you did. 


So, coming from my own profession as an elderly 
member of it, as one who remembers very vividly 
still the days when he was about to set forth at the 
commencement of his career, I wish you well. I hope 
you will do well in your examinations, difficult though 
I know they are. I hope you will take the fullest 
advantage of your apprenticeship, which is more 
important than the passing of examinations, and I 
hope that when you are qualified you will find in 
your profession a real brotherhood of colleagues. 
Although you find yourselves competing strongly with 
them, you will enjoy the great friendship which profes- 
sional life will bring. I hope that you will be successful 
in your career, and, above all, that whatever degrees 
of pecuniary success life may bring you, you will live 
a happy, full and enjoyable professional life. 

It has been a great pleasure to have this оррог- 
tunity of speaking to you, and it is encouraging to 
think that the great traditions of your Institute will be 
safely carried on by you when you, in your turn, 
become members of it. : 
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WEEKLY NOTES 


Investment of Trust Funds 


А private member's Bill, published last week, 
which seeks to amend Section 1 of the Trustee Act, 
1925, 80 as to widen the field of trustee investment, 
was foreseen by Mr W. S. Carrington, F.c.a., the 
President of The Institute of Chartered Accountants 
in England and Wales, who referred to the possibility 
of such a bill when speaking at the recent annual 
dinner of the Manchester Society of Chartered 
Accountants.! The Bill forestalls the Government's 
intentions, expressed in the White Paper, 'Government 
policy on charitable trusts in England and Wales’ 
(Cmd. 9538), which, although essentially concerned 
with charitable trusts, included an announcement 
that a statement would be issued on the wider 
question of amending the Trustee Act. 

Тће amendment sought by the Bill would permit 
the trustees of both charitable and non-charitable 
funds to invest, subject to restrictions, in the stocks of 
companies incorporated by or under enactments of 
the United Kingdom and Dominion parliaments, by 
Royal Charter, or by or under the Federal and State 
laws of the United States of America. It is thus on 
the lines of the recommendation made in 1950 by the 
Council of the Institute to the Committee on the Law 
and Practice relating to Charitable Trusts - though 
that recommendation was, of course, concerned only 
with funds held by the trustees of charities. 

Investment would be restricted to securities of 
companies which had a paid-up capital of not less 
than £5 million (or the equivalent іп non-sterling 
currency) and which had for each of the ten years 
preceding the date of investment paid annual 
dividends of at least 5 per cent on all their ordinary 
capital. A further requirement would be quotation of 
the securities on a recognized stock exchange in the 
United Kingdom. Investment would also be per- 
mitted in securities of building societies which had 
assets of more than fs million and complied with 
conditions prescribed by the Chief Registrar of 
Friendly Societies with the approval of the Treasury. 

The restrictions as regards paid-up capital and 
dividends paid are more stringent than those which 
the Court is inclined to impose wlien authorizing 
investment outside the present trustee range, but 
the Court, at least when dealing with charitable 
funds, tends to restrict the proportion of the trust 
fund which may be so invested. 


Nationalized Industries | 


With the object of being kept better informed about 
the aims and activities of the nationalized industries, 
the Government set up a select committee last March 
under the chairmanship of Sir Patrick Spens.* The 


1 Reported in The Accountant, December 3rd, 1955. 
3 See The Accountant, March 26th, 1955, page 349. 


committee was reappointed in July after the general 
election and its terms of reference, as then stated, 
were ‘to obtain further information’ on certain aspects 
of the ‘current policy and practices’ of the nationalized 
undertakings and ‘to report from time to time’. It 
was stipulated that the committee had not to concern | 
itself with affairs which were the responsibility of 
any Ministers; with questions of wages and conditions 
of employment, etc., for the settlement of which other 
arrangements were in existence; with items already 
considered through channels established by the | 
relevant statutes; and with matters of day-to-day 
administration. 

From the beginning of its deliberations, as 
explained in a special report issued recently?, the 
committee had serious doubts about being able to 
function in such a restricted field of inquiry and, 
having intimated this opinion in its report to the 
House, it has adjourned sine die. The Government 
will now have to decide whether or not the committee 
should be continued and, if so, what form its new 
brief should take. It.seems clear from the reported 
evidence that its original terms of reference were 
much too circumscribed. 





Accounting Dynamics 


In the fourth of his series of lectures on 'Accounting 
dynamics’, given at Incorporated Accountants’ Hall 
on Thursday, Professor F. Sewell Bray, Е.С.А., 
F.8.A.A., dealt with a number of further uses to which 
the form of operating account which he outlined , 
and discussed in his second and third lectures, may ! 
be put. These include a consideration of the re- 
lationship between stock changes and future customer > 
requirements and a detailed examination of the \ 
theory, put forward by a contemporary writer, that 
financial accounts may be regarded as an Tues the \ 





model because they show, in monetary values, the 
operation of a business. 

After answering queries on his treatment of bad 
debts and depreciation in previous lectures, ae 


i 


Bray gave а shortened narrative statement of the 
general form of operating account intended to 
emphasize the economic concept of net output and 
to demonstrate its composition and subsequent | 
distribution. He commented on a number of other 
issues relevant to this and to the longer form of 
operating account and concluded by reaffirming 
his belief in the importance of scientific segregation 
and analysis of accounting aggregates as a means of ` 
detecting change in the economic trends of a business. 
In his last lecture in this series, Professor Bray ' 
will turn to the capital charge account and to the 
general nature of the functional relationship between 
it and the operating accoent. | 


*.*Special report from the select committee on qiationalized 
industries’ (H.M.S.O., 22. 6d net). ` 
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“Miss Petticue, 


And... 
while her chief 
was at lunch... 
Miss Petticue typed it! 


It’s a toss-up who 18 going to like the DIKTAT more... you ог 

Miss Petticue. Simple to operate, DIKTAT means more output for less 
effort — by the very people whose time really is money. DIKTAT has a 
two track tape. This allows 40 minutes recording, No small claim for a 
portable machine. DIKTAT is especially suita le for conferences and 
meetings; and if a lot of people want to know what went on, DIKTAT 
will enable them ali to sit back and listen. Do you really like making notes 
in the middle of an important telephone conversation? Of course notl 
DIKTAT will save you the trouble — with its efficient and inconspicuous 
telephone adaptor. You can have a DIKTAT complete with microphone 
(for you), a foot control (for Miss Petticue), an earpiece: (also for Miss 
Petticue), and 40 minutes worth of tape — which can be used over and 
over again — all for £50-15-0. Of course it’s easy enough to take DIKTAT 
with you — it’s designed for travel — but we can't see Miss Petticue 
wanting to part with hers. So — it's all Lombard Street to a China orange* 
that you'll come to the conclusion that you must have two DIKTATS — 
one for home and business trips — and one for the office, Discount for 
two DIKTATS is 59% — [ог three or more— 10%. All DIKTAT 
oc casoriea are sold separately. Doc 
| * A favourite metaphor of Robert Зошћвуз (1774-1843) 


diktat limited. 
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( ^ while. you were at lunch I put an 
, urgent repor on the diktat | 









Complete 


DIKTAT кий for recording 
and transcribing 


£50.I5.0. 


Q Built-in loudspeaker — a roomful 
of people may hear your 
recordings 


© Automatic input control — 
exclusive to DIKTAT — it 
doesn’t matter how loudly or 
softly you speak 

@ Accurate erasing device — you 
can even rub out one word 

@ Independent stop-start control on 
the microphone 


@ Tapes last indefinitely — and can 
be used over and over again 


Ф Easy to operate — only two 
switches 
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SOUND BUSINESS . . . is our business 













} to (Luo INTERNAL LOUD SPEAKING 

s MASTER TELEPHONE 
This master instrument is specifically ed to work in conjunction 
with our fully automatic equipment, which is suitable for installations 
from 10 to 1,000 lines. The rapid key-calling facility enables the busy 
executive to contact any one of twenty selected extensions by simply 
operating ie ADDED key and other extensions can be dialled in 
the usual way. А hand-set is provided for private conversations and 
priority facilities are incorporated. Loud-to-loud facilities are provided 
without speak-listen keys ~ leaving both hands free. The cabinet is of 
solid polished walnut with florentine bronze fittings, but special finishes 
can be provided to-suit individual colour schemes. 














with teleph pmen 
provide centralized старта to 
The above [s a selection from our vast range of 
equipment, and full detalls and fications of our 
various models are avai a on request. 

Sales and Service: Bridge House, 181/195 Queen Victoria Street, EC4. 
; Telephone: CENtral 0791—5 (Р.В.Х.) 

Works: Ferndown Works, Northwood Не, Middlesex. 
Telephone: Pinner 1103/5 (P.B.X.) 


and at BIRMINGHAM, BRISTOL, CARDIFF, EXETER, GLASGOW, HOVE, LEXDS, LEICESTER, NEWCASTLE, NORWICH, SOUTHAMPTON “and DUBLIN  * 
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“Yes, he said 
—. I needn't take 


· on extra stafi 
after all...” 


“You KNOW when our orders 
were goingup and up? Our account- 
ant told me we might have to take 
on more staff. So we decided to call 
in the Burroughs man. It couldn't 
do any harm and his advice was 
free... As it is, I'm more than glad. 
He went into the details with our 
accountant, then showed us how 
we could mechanize our accounting 
at low cost—and save a lot of over- 
time. He certainly knew his job...” 
The Burroughs man is always at 
your disposal without cost. He is an 
experienced adviser on all account- 
ing and record-keeping systems, 
and well qualified to work in co- 
operation with your accountant 
and auditor. 
| He has a complete knowledge of 
mechanized accounting. But he 
won't propose changing your ac- 
counting methods just to suit 
certain machines. Rather, after a 
full analysis of your problem, he 
will make proposals for a rapid, 
economical and workable solution. 
If he does recommend a new 
system, he will prepare a detailed 
plan for it and help you get it work- 
ing smoothly. He will make sure 


THE ACCOUNTANT 


you continue to get full benefit from 
any Burroughs machine you install. 

Whatever your business, large or 
small—if you have an accounting 
problem, the Burroughs man can 
help you solve it. Burroughs make 
the world's widest range of Adding, 
Calculating, Accounting, Billing 
and Statistical Machinesand Micro- 








One Burroughs man solved this problem. 
The Phonotas Со. Ltd. (weekly telephone 
cleaning and sterilizing service) have 80,000 
separate accounts, and until recently, in 

London and in provincial offices, figures 
werecopied by hand. Asthisledtoerrors and 
delays, they called in this Burroughs man, 
Mr. J. а. Winterbottom (left). He showed 
Phonotas how, with just two typewriter- 
accounting machines and two abbreviated- 
description accounting machines, they could 
halve their accounting time, arid obtain up- 


jo- date figures —all without extra staff. 


fim Equipment. Call in the Bur- 
roughs man as soon as you like— 
you're committed to nothing and 
his advice is free. You'll find the 
number of your nearest Burroughs 
office in your local telephone book. 
Burroughs Adding Machine Ltd., 


Avon House, 356-366 Oxford. 
Street, London, W.1. 


FOR EXPERT ADVICE ON 


BUSINESS SYSTEMS CALL IN 


THE В, urroughs ма 
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C—O A GOOD NAME 
| > ON WHICH то 
= LAY CAPITAL 


Who does your 
donkey-work? 

















An Investment In Marsden 
Bullding Society Is not 
subject to capital deprecta- 
tion. It earns interest at 
3% per annum and 
Income Tax is paid by the 
Society. 


Agency terms are available 
to professlonal firms of 
accountants who require 
Investment facillties for 
their clients. | 


Write for Balance Sheet 
and Investment literature. 


- DELS 











Ра ` SY . 
Е E: a рана Big firms and small, throughout the world, 
B It DING SOCIETY | have the hard work of accounting done 
NELSON 
-ESTABLISHED 1860 oa; od for them by Powers-Samas machines. Mechanical, 
Chlef Office: Russell Street, Nelson, Lancs. electric or electronic, Powers-Samas equipment 
General Manager: T. A. Baker, A.C.A. " 
Tel.: NELSON 320 E brings accounting methods really up-to-date. 
MN. 52 No more donkey-work with Powers-Samas 


E 


around : it's the flnest punched-card equipment 





in the world, and all over the world It's 


To mark the 


saving time, money and headaches. 





V Occasio 


ND 


a worthy tribute... || ~BOWERS-SAMAS 


You oould choose nothing “ Anniversary 1" Accounting Machines. 


more suitable than a Rotary ин раа gola; 
watoh to commemorate a prey? 
special oocasion—-an anni- 
versary, & retirement, a 
notable achievement. Here 
are two beautifully de- 
signed watches thab will 
bring real pleasure to those 
who receive them—watcahes 
that will be worn and 
treasured always, s oon- 
stant reminder of your 
esteem and affection, 


OTAR 
e e у 


WATCHES 


Асоогжоу and distinction 
at a reasowadle price 





ma a et ers A чине OE ROE ЧИНА осе оа па ош SY fe eS Ne 






ame по, им, PE DOE SE SE ES GS RN A Sy SS ME а 


Powers-Samos Accounting Machines (Sales) Ltd., Powers-Samas House, 
Holborn Bars, London, E.C.1. е 
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The Law’s Delays 


The Inland Revenue were the subject of some 
criticism on Tuesday by the Lord Chief Justice, 
Lord Goddard, during the trial of two men for income 
tax frauds reported in The Times on Wednesday. 
Walter Schick, aged 42, company director, of Wernath 
Hall Road, Ilford, and Hyman Jack Glenton, aged 
35, accountant, of Mallard Way, Kingsbury, NW9, 
both pleaded guilty to conspiring together to defraud 


- the Inland Revenue of tax in respect of pons made 
Commerce | 


by Stability Radio Components Ltd, o 
Estate, Raven Road, South Woodford. They also 
pleaded guilty to four counts of delivering or causing 
to be delivered, to the Inspector of Taxes, profit and 
loss accounts which contained false statements, 
"The company's profit in the years 1947-51 aggregated 
' £72,639, but only £16,571 was returned to the 
‘Inspector, with the result that {29,537 tax was 
‘evaded; but the whole amount had since been paid. 

Both men made full admissions in 1953 but 
, Prosecution proceedings were held up pending a 
' full investigation of Glenton’s part in the affair. The 


' Lord Chief Justice said it was ‘almost torture’ to leave 
"а man for years with a prosecution hanging over his 


head. Later he said: 


‘I regard this as a very bad case from one point of 
view, but I shall not pass anything like the sentence 
I should have passed because Schick has been in 
suspense since the middle of 1953 and we are now 
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in 1955. This matter has been hanging over the 
heads of these men for a great length of time. To 
keep people in suspense as to whether they are 
going to be prosecuted for three years is, I think, 
unfair. I do not think it is good enough. What does 
it matter if the conspiracy was for {20,000 ог 
£30,000? It is a very grave case, but this prosecution 
could have been brought many months ago.' 


His Lordship deferred sentence until the following day, 
both men being released on their own sureties of £50. 


The Back Duty Drive 


More figures about the Inland Revenue back duty 
drive were released this week when the Revenue 
Departments’ Appropriation Accounts for 1954-55 
were published. In the year ended March 31st, 1955, 
the inquiry branch settled 428 cases, totalling 
£5,253,177 (compared with 320, totalling fs, 761,570, 
in the previous year). The total cases settled were 
19,663, producing £20,587,922, including penalties 
of £8,420,419, and showing a modest rise over the 
previous year, which itself was an all-time record. 
‘There was a sharp drop in the minor settlements made 
by local Inspectors. The total was 75,580 producing 
£2,358,746, against corresponding figures for the 


_ previous year of 133,757 апа £4,927,412. Most of 


these cases concerned bank interest arising as a result 
of notifications by banks; these cases were bound to 
fall off. 


FINANCE AND COMMERCE 


A series of good industrial dividend and profit state- 
ments has encouraged a revival in equity business in 
the stock-markets. Demand has returned for the 
shares of ‘essential’ companies and business is more 
broadly based than for some time past. Meanwhile, 
the investment market remains quiet. Further trustee 
borrowing is expected to hold new business in check 
until the New Year and a combination of credit 
stringency and tax demands will add to the market’s 
difficulties. 
E.M.I. Grouping 

This week’s reprint of the accounts of Electric & 
Musical Industries Ltd is one of the most interesting 
we have had for some time. ‘There has been a 
substantial change in form and content, the obvious 
purpose being to give as much information as possible, 
as clearly as possible. 

First point is the grouping of the subsidiaries, of 
which The Gramophone Co Ltd and Columbia 
Graphophone Co Ltd, who joined together at the 
E.M.I. foundation almost a quarter of a century ago, 
are probably the best known. We give the grouping, 
which is interesting, nd, where applicable, the 
exchange rate in local currency to the £, etc. 

In Group I are the home companies and the 


overseas branches in Australia (&f£1-255), Eire (par), 
India (Rupee rs 64), Norway (Kr. 20), Singapore 
($1 —2* 4d) and Switzerland (Fes. 12-25). 

In Group II are the overseas companies in the 
U.S.A. ($2.80), Australia (Af 1:255), Canada ($2.80), 
Eire (par), India (Rupee rs 64), New Zealand (par), 
Pakistan (Rupee 2s 24) and South Africa (par). 

Into the third group are the subsidiaries written off 
in the books of the parent and Group І subsidiaries: 
Argentina (Pesos 39), Austria (Sch. 73), Belgium 
(Fes. 140), Brazil (Crz. 225), Chile (Pesos 570), 
Denmark (Kr. 19:5), France (Fes. 980), Germany 
(D.M. 11-75), Greece (Drms. 84), Italy (Lire 1,750), 
Spain (Ptas. 110), Sweden (Kr. 14:5) and Turkey 
(T £785). 

The Group IV subsidiaries are the local companies 
in China and Roumania. These have not been 
consolidated owing to lack of information and have 
been written off in the books of the Group I sub- 
sidiaries. 

Stockholders' Funds 
With this information, shareholders can follow more 
closely the build-up of the consolidated balance 
sheet, which Mr J. F. Lockwood, the chairman, 
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points out in his statement, contains a number of 
features worthy of special attention. Now that the 
balance sheets of Group III subsidiaries have been 
included in a total consolidation, he says, their 
respective share capitals, current accounts with the 
United Kingdom companies, reserves and profit and 
loss account balances have to be shown under the ар- 
propriate headings of stockholders’ funds employed 
‘in the business. 


As the investment represented by shares in and 
current accounts with Group III subsidiaries have 
been fully reserved in the books of the United 
Kingdom companies, they have been included with 
the capital reserves of Group ITI subsidiaries. In the 
past, any increase in the reserve of the United 
Kingdom companies has been provided by a charge 
against trading profits; this procedure is no longer 
appropriate and the £54,000 required at June 1955 
in respect of the increase during the year in the 
current account balances with Group ПІ subsidiaries 
has been provided by a transfer from appropriation 
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account. The 1954 figures have been adjusted to 
give true comparison. 


American Interest 


A further point is that although the assets and 
liabilities of all the overseas subsidiary companies 
have been combined together in the consolidated 
balance sheet, the item ‘Investments in and advances 
to subsidiary companies’ shows the value of the net 
assets of the Group III subsidiaries. 

Then there are the assets and liabilities of Capital 
Records Inc, an American company in which a 
controlling interest was acquired shortly after D^ 
last annual meeting. This is one of the Grou 
subsidiaries. Its assets and liabilities have been 
included under the appropriate heading and the sum 
of £1,206,000, which is the amount by which the 
sum paid for the shares exceeds their net assets, hag 
been shown under intangible assets. 

Finally, the consolidated profit and loss Te 
while covering the whole group, in order that a 
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June 30th, 1954 — ——— June 30th, 1955 
Parent Group li Parent Group | 
Company an Group Company Group 
and Group! Group Ill Con- and Group! Group Ill Con- 
Subsidiaries Subsidtarles — solidation Subsidiaries Subsidiaries solidation 
(Note 2) (Nee 2) # (Nore 2) (Note 2) С 
3,774,000 3,774,000 ORDINARY CAPITAL — Parent Company xà x p 3,774,000 3,774,000 
460,000 460,000 PREFERENCE CAPITAL - Parent Company х 2s 3,460,000 3,460,000 
4,234,000 4,234,000 7,234,000 7,234,000 
RESERVES AND SURPLUS, invested In the business 
CAPITAL RESERV 
171,000 171,000 (e } Share Premlum У antc Parent Company 102,000 102,000 
b) Group {lt Subsidiaries’ Capital Reserves; and Share Capitals 
and Current Accounts written off by the Parent Company snd 
1,953,000 1,953,000 Group | Subsidiaries ~ КА Е SA 2,060,000 2,060,000 
171,000 1,953,000 2,124,000 102,000 2,060,000 2,162,000 
REVENUE, RESERVES: 
2,600,000 А 2,600,000 General Reserves – Group | Subsidlaries 2,750,000 2,750,000 
139,000 139,000 b Revenue Reserves — Group Ill се у 2 126,000 126, 
657,000 526,000 1,183,000 Profit and Loss Accounts , Е T 55 771,000 556,000 1,327, 
3,257,000 665,000 3,922,000 3,521,000 682,000 4,203,000 
7,662,000 2,618,000 — 10,280,000 10,857,000 2,742,000 — 13,599,000 
STOCKHOLDERS' FUNDS employed In the business, of which 
—2,168,000 +2,168,000 Parent Company and Group I investments in Group П are... —5,/00,000  --5,100,000 
5,494,000 4,786,000 5,757,000 7,842,000 
104,000 221,000 325,000 MINORITY SHAREHOLDERS’ INTEREST  ., РЯ is 104,000 396,000 500,000 
2,090,000 2,000,000 92м САРТАН N 1953-58 
А r cent Ten Year Notes, xd ix 7 .. - 
Ay per cent Unsacured Loan Stack m "M .. E 2,000,000 2,000,000 
353,000 353,000 ed Loans ee .. Wu Gew 600,000 600,000 
2,000,000 353,000 2,353,000 2,000,000 600,000 2,600,000 
7,598,000 5,360,000 12,958,000 TOTAL FUNDS BMPLOYED vs "m i on .. 7,861,000 8,838,000 16,699,000 
CO RESERVE АНТЕ, PROVISIONS, AND TAXATION 
RESER 
4,064,000 2,888,000 6,952,000 Sundry Creditors . .. .. .. .. .. 4,627,000 4,922,000 9,549,000 
171,000 415,000 586,000 Taxation .. m .. сау .. .. .. 242,000 659,000 901,000 
108.000 108,000 Income Tax 1956-57 .. .. .. .. m .. oe 358,000 358,000 
67,000 67,000 Provisions .. .. $ we .. .. m oe ce 56,000 56,000 
915,000 630,000 1,545,000 Bank Overdrafts m "a Tm 1,584,000 557,000 2,141,000 
,000 .000 Proposed Ordinary ‘Stock Dividend and Bonus” i "m bi 326,000 1 
5,532,000 3,933,000 9,465,000 70193,000 6,138,000 13,331,000 
£13,130,000 | £9,293,000 #22,423.000 £15,054,000 £14,976,000 €30,030,000 
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proper assessment of group trading results сап more 
readily be made, also analyses net profit according to 
the grouping. 
Half-time Results 
The directors of another big company, The Bowater 
Paper Corporation Ltd, have decided that figures 
once a year are behind the times. The time has 
arrived, said Sir Eric Bowater at the special meetings 
called to approve the capital scheme, when a half- 
early statement of profits should be issued. The 
issue of this half-yearly statement will start with the 
company’s next financial year and its publication will 
coincide with the board’s interim dividend declaration. 
May we hope that ‘half-yearly statement of profits’ 
means, as with the bill of exchange, ‘a sum certain 
in money’; in brief, figures, not words. We mention 
this because we have recently read a half-year state- 
ment issued by the London Rubber Co Ltd, in 
which the chairman reports ‘a satisfactory situation 
for the six months ending September 30th, 1955. 
Sales by both volume and value are higher than for 





INDUSTRIES LIMITED 
as at June 30th, 1955 
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the comparable period of last year. Costs of labour 
and raw materials have risen, but we successfully 
maintain our endeavours to operate more and more 
efficiently, which to an appreciable extent offsets the 
increased costs in question. Net earnings are, I am 
glad to say, in excess of those for the six months 
ending September 3oth, 1954.’ 

Which, we may comment, is all very nice – but 
some figures would have been better. 


Money Market 


Treasury bill rates were reduced on December 2nd 
for the first time since last February. Bidding at 
£98 195 8d for the g1-day bills, and at £99 55 114 
for the 63-day maturities – increases of 2d in both 
cases — the market saw a reduction to £4 15 5:604 
per cent in the average rate for the longer, and to 
£4 1s 7-06d per cent in the rate for the shorter bills. 
Improvement in sterling and a less forceful use of 
Bank rate by the authorities were two of the main 
factors behind the market move. 














































































































June 30th, 1954 June 30th, 1955 
Parent Group Il Parent Sree П 
Сотрапу ап Group Company an Group 
and Group! Group Ill Con- and Group! Group lil Con- 
Subsidiaries Subsidiaries — solidation Subsidiarios Subsidiaries solidation 
(Note 2) (Note 2) (Note 2) (Note 2) 
£ £ Ё Е £ £ 
INTANGIBLE ASSETS 
— — Patents, Goodwill, Trade-marks and Matrices.. — — 
The excess of Cost of Shares of Capital Records Inc over value of 
their Net Assets at the date of acquisition . В 1,206,000 1,206,000 
FIXED ASSETS $ 
807,000 914,000 1,721,000 Land and Buildings 634,000 1,358,000 1,992,000 
1,684,000 1,027,000 2,711,000 Machinery and Plant T. Ва Ld Jh " BE ES 1,901, 1,478,000 3,379,000 
84.000 2,000 ,000 Furniture and Fittings  .. a er ee К is se 99,000 311,000 410,000 
2,575,000 2,183,000 4,758,000 2,634,000 3,147,000 5,781,000 
36,000 34,000 70,000 DEVELOPMENT EXPENDITURE .. 
- INVESTMENTS IN AND ADVANCES TO SUBSIDIARIES 
Group ||- 5ее contra adjustment on stockholders’ 
funds employed in the business ig £5,100,000 
Group Ill- Stockholders’ funds employed in the 
business 2,733,000 
— — Less Amounts written off. and "accumulated profits. . 2,733,000 
INVESTMENTS 
50,000 8,000 58,000 Trade . А bs 50,000 9,000 59,000 
11,000 11,000 b Other chan Trade - Quoted К ie ve - z^ 10,000 10,000 
13,000 13,000 c) Other than Trade ~ Unquoted ES vs ei vs bs 10,000 10,000 
50,000 32,000 82,000 | 50,000 29,000 79,000 
CURRENT ASSETS 
6,794,000 3,513,000 — 10,307,000 Stock-in-trade and Work in Progress .. 8,171,000 4,780,000 — 12,951,000 
3,410,000 3,133,000 6,543,000 Sundry Debtors and Payments in Advance 3,860,000 4,929,000 ,789, 
265,000 A 663,000 Cash In hand and Balances at Bank .. .. 339,000 885,000 1,224,000 
10,469,000 7,044,000 17,513,000 12,370,000 — 10,594,000 22,964,000 
e 
£13,130,00Q, 9,293,000 £22,423,000 £15,054,000 £14,976,000 £30,030,000 
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о 
MLECTRIC & MUSICAL INDUSTRIES LIMITED AND SUBSIDIARIES 
Consolidated Profit and Loss Account, Year ended June 30th, 1955 $ 
Year anded June 30th, 1954 Year ended June 30th, 195 
£ £ MN £ £ 
2,059,000 Trading Profit before charging the following Items: $ 3,065,000 
250,000 Staff Pension Scheme .. Y A Ad E m "x Ys ae "n s 290,000 
Directors’ Emoluments, Including £6,000 In respect of services as Directors and £5,000, the 
32,000 pension of a former Managing Director — .. vx E 25 i» EE Ки e 45,000 
646,000 Depreciation an m ve s Ve 1h ee ae НЕ ve a БА 756,000 
928,000 = ——— 4094000 
1,131,000 1,974,000 
7,000 Provisions no longer uired ad m Tm D .. on DE v ee e» -— 
8,000 Non-recurring Items and items relating to previous periods — .. =: Fi ue = РА 105,000, 
1,146,000 2,079,000 
Income from Investments: 
36,000 rada x кж x E T T m ** és i яа is m 18,000 
2,000 “Other than Trade M dus ni Vs i 2 is ie vs ve .. 1,000 
39,000 ————— ` ———— 19,000 
1,184,000 - 2,098,000 
108,000 ‘ Interest on Loan Capital vs v m .. T .. Е ra Б i 118,000 
1,076,000 Profit before charging Taxatlon .. A t is .. vs a s АЕ =e 1,980,000 
| Taxation: 
102,000 Profits Tax .. art te] oe m V "S .. .. m ve sä 167,000 
Overseas Taxation based on these Accounts and adjustments In respect of previous years — fess 
122,000 United Kingdom Double Tax Rellef ., i m m s a ix P 296,000 
343,000 Income Tax based on these Accounts .. ГЕ A lov $n и. e até ae 642,000 
567,000 Ў 1,105,000 
60,000 Provisions for United Kingdom Taxation made in previous years now released .. .. .. d 
507,000 о не сече 1,105,000 
569,000 ` 2 875,000 
23,000 Profit attributable to Minority Shareholders! Interest .. da M & is ws e 43,000 
Not Profit for the year attributable to the Stockholders of Electric & Musical Industries 
Limited arising as follows: 
~~ 33,000 Parent Company .. a sd vt id Ри ls SH is D A s 6,000 
237,000 Group 1 Subsidlaries as v s ss ahs 4s Pe е or ae Е 360,000 
127,000 Group l! Subsidiaries .. s ae are xs Eh i 2: ve e En 171,000 
215,000 Group Ill Subsidfaries — .. T as 5 бе .. .. vs m gie .. 295,000 
546,000 (Of thls amount £405,000 (1954, £249,000) has been dealt with In the accounts of Electric & 832,000 
Musical Industries Limited.) 
1,051,000 Add Balance brought forward from previous year .. 3e .. ЗЯ i an x 1,183,000 
£1,597,000 Amount avallable for Disposal .. Ces .. EN Vs RX " - s "T £2,015,000 
DISPOSAL OF SURPLUS 
£ £ Appropriations: £ £ 
Group | Subsidiaries ois 
208,000 General Reserves... ~ m “a v КЕ ЯР T js T sa 150,000 
om 21,000 Reserved against Increase In Group Ш Current Accounts. - s КЕ и. 54,000 
Group Ш Subsidiaries + ђ 
= 30,000 Capital Reserves .. a wie ex xg x m" tx pý x а 91,000 
7,000 Revenue Reserves .. x о „+ би e БА s ss А v. 4,000 
31,000 Revaluation in Sterling of Profit and Loss Account Balances .. va "a AY ti 24,000 
195,000 = 323,000 
Parent Company Dividends 
11,000 | 4 per cent Preference Stock Dividend for the year, less Income tax .. E s Du 11,000 
— 54 per cent Preference Stock Dividend for the period February 23rd to June 30th, less income tax 28,000 
208,000 Proposed Ordinary Stock Dividend and Bonus, less income tax .. m m m "m 326,000 
219,000 == ———— 365,000 
Amount retained and Invested in the business 
460.000 Parent Company .. V é% oP Vas ae ie ee T ic áh A 500,000 
197,000 Group 1 Subsidlaries ve ve .. m oe .. .. $e 23 sls x 271,000 
41,000 Group | Subsidiaries xs ve s ИЕ và và vs ia i we an 9,000 
485,000 Group | Subsidiaries — .. oA .. .. .. T ss s Е E Е 547,000 
1,183,000 * 1,327,000 
£1,597,000 12,015,000 
Á— иннин 





Report of the Auditors to the Members of Electric & Musical Industries Limited 


We have obtained all the information and explanations which to the best of our knowledge and belief wera necessary for the 
purposes of our audit, Е 

In our opinion proper books of account have been kept by the Company so far xs appears from our exemination of those books, and proper 
returns adequate for the purposes of our audit have been received from a branch not visited by us. 

We have examined the annexed balance sheet which Is In agreement with che books of account. In our opinion and to the best of our 
Information and according to the explanations given us, the sald balance sheet gives the Informatton required by the Companies Act, 1948, in 
the manner so required and it gives a true and fair view of the state of the Company's affairs as at June 30¢h, 1955. 

We have also examined the annexed consolldated balance sheet and the consolldated profit and loss account of the Company and its sub- 
sidiaries dealt with thereby with the accounts of those companies, some of which have not Been audited by us, In our opinion, such consolidated 
balance sheet and consolidated profit and loes account have been properly prepared in accordance with the provisions of the Companies Act, 
1948, so as to give, together with the attached ‘Notes on the Accounts’, a true and fair view respectively of fhe state of affairs and of the profit 
of Electric & Musical Industries Limited and its subsidiaries dealt with thereby, so far as concerns the members of Electric & Musical Industries 


Limited. 
COOPER & COOPER, • .. 
London, October 20th, 1955. X Chartered Accountants. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Principles of Consolidation’ 


Sm, - I feel certain ‘John’s’ mentor in Mr Peter 
Taylor’s article (November 26th issue) will agree 
with the often quoted tag "То whom much is given, 


of him much is expected’. Is it too much to expect to’ 


be informed where in the Companies Act — or any- 
where else for that matter – there is authority for the 
uey that 


. all profits and reserves existing at the date of 
С are capitalized’. 


The only requirement of the Companies Act is that 
profits acquired to date of purchase shall not be used 
to pay.a dividend to the holding company’s share- 
holders. This is based on the rule of company law 
that paying a dividend is not an object of a company, 
and consequently capital cannot be used for this 
purpose. 

There is no bar legally or otherwise that I am 
aware of, that prevents the subsidiary paying a divi- 
dend out of purchased profits to its holding company. 
The bar is against the distribution of these profits to 
the holding company’s shareholders. 

Yours faithfully, 
London, ЕС2. Е. 
[Mr Peter D. Taylor writes: The authority for this 
view is in the accepted principles of accountancy and 


the technique of consolidation, the only points with. 


which the article dealt; and surely the fact that the 
Companies Act prohibits distribution to the holding 
company's shareholders emphasizes that the existing 
profits should be capitalized on consolidation.] 


The Accountant in Practice and 
the Small Client 


SIR, ~ Professional accountants perform many 
functions, including that of auditor, tax consultant 
and’ administrator, but it is with accountancy itself 
that I am here concerned. 

Accountancy may be defined as the collection, 
processing, presentation and interpretation of data, 
mainly in financial terms, concerning the progress 
over a period of time or position at a point in time, 
of some economic unit. I should like to limit the 
discussion further to the affairs of the small client – 
let us say, to those whose fees are less than sixty 
guineas a year. The accountancy relationship between 
the large limited company and its shareholders has 
already been well covered; moreover, the larger 
client does not rely entirely upon his professional 
accountant for the specialized knowledge of ac- 
countancy. 


If it were not for the Inspectorate of Taxes, it is © 


doubtful whether these small clients would bother 


to have accounts prepared at all. То them, accounts. 


are some ritualistic sacrifice with which their ac- 
countants propitiate Inspectors of Taxes, and ward 
off their more exorbitant demands. Like many 
spectators at ancient pagan rites, they do not expect 
to know what is happening; they do not expect their 
accounts to mean much to them; finally, they do not 
expect their accounts to be of any use in running 
their businesses. 

In so far as these observations are valid, it seems 
to me that accountants are not fully using their talents, 
or serving their clients as well as they might. It is 
useless to expect a client to ask for something of 
which he does not know the existence. One must 
offer, and then will come the demand — and the fees — 
for the more useful services that accountants might 
perform for the commercial world. 

The following are some. of the reasons why, it 
веегоз to me, accounts are unintelligible to the layman, 
and these are accompanied by a few suggestions for 
the improvement of accounts. Gone are the days, if 
ever they existed, when the commercial world was 
grounded in the mystique of double-entry book- 
keeping. Few non-accountants know the difference 
between debit and credit – and why, indeed, should 


they? Business men specialize in running their 
businesses; accountants specialize in measuring their | 


results. For the collection and processing of data, 
double-entry is an unrivalled technique, but for the 
intelligible presentation of the results, this is not so. 
The following suggestions are elementary and 
obvious: the only excuse I have for offering them is 
that very few accountants appear to have adopted 
them. 


Firstly, the accountant should ask himself or his . 


client what information is required of the accounts: 
primarily, the profit- how much the proprietor may 
spend without injuring the business’s future earning 
capacity. Then, from whence has the revenue come, 
and how much was expended on the various methods 
or stages of earning this? Few businesses cannot be 
split into departments or processes; do they all pay? 
Take a retail butcher for example. Is it better 
financially to buy at the London auctions or through 
a wholesaler? How much of the final cost goes in 
buying expenses? How much does it cost to run his 
delivery service? How much to keep ledgers for non- 
cash customers, and so on? 

Trading and profit and loss accounts should be 
classified, departmentalizdi or analysed to throw 
out suggested answers to these questions. А long list 


-of heterogeneous items is very much Harder to 
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assimilate and understand than one broken up into 
half a dozen sub-headings. A figure of total expendi- 
ture is useful, and prevents the net profit figure from 
being added to a list of expenses, a process which 
understandably mystifies many clients. Few accounts 
would lose much, and the gain in assimilability would 
be large if, when they were presented, amounts were 
rounded to the nearest pound. At the same time, it 
would be an advantage to drop the Gothic encrust- 
.ments of "To' and 'By', which add nothing to the 
intelligibility of accounts and, if anything, add to the 
belief of clients that accounts are not everyday useful 
objects. It would also be preferable to confine the 
profit and: loss account to the main outlines, and 
leave detail in supporting schedules. 

` Accountants are a little inclined to be dominated 
by the shape of their account paper. Not to present 
certain facts because the layout would not fit on to 
the standard paper is ludicrous. Often, the single- 
sided or narrative form of accounts is more intelligible 
and capable of greater versatility in presentation to a 
lay reader than the conventional two-sided form. It 
prevents the addition of dissimilar items on the 
same side: for example, in the profit and loss account, 
the net profit and expenses already mentioned; and 
in the balance sheet, capital and liabilities. Moreover, 
the narrative form does not waste space on the credit 
Side as many accounts do, and this saving may be 
utilized with more sub-totals or comparative figures. 

Figures, by themselves, are meaningless. It is 
only when compared, consciously or unconsciously, 
'that they acquire meaning. It would probably be 
better to show comparative figures of more accounting 
periods than that which immediately precedes the 
present period, in order to bring out long-run 
,trends as distinct from what might well be short- 

, run irregularities. 

À short report from the accountant would enhance 
the value of any set of accounts. Therein, he could 
point out what, in his opinion, are the salient facts 
and trends. Ratios.and percentages are convenient 
indicators of complex ideas, and‘ would here find а 

, place. 


Finally, and of great importance, the accountant ` 


should say what the accounts do not show. This 
touches on the sore point of replacement cost, asset 
valuation and depreciation, but the client has a right 
, to be warned of the limitations of accounting, while 
being encouraged to use it as a guide to business 
| decisions, and a method of measuring some of its 
results. | 
Competition may not affect the professions to the 
same extent as it does their commercial and industrial 
, clients. If the professional accountant can provide 
them with more useful, because more intelligible, 
accounts, it will help them to survive and expand 
, and thus become better clients. 


| Үомгз faithfully, 
C. A. WESTWICK, B.Sc.(Econ.) 


Greenford, Middlesex. 
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Accountants’ Indemnity Policies 


Sir, - We believe that the usüal cover in the above 
policies is worded to include | 
‘all business undertaken by the firm or individual 
partner in their professional capacity аз... account- 
ants, including secretarial work, treasurerships, 
liquidations, agencies, factors and all business of a 
„like nature’, 
Inquiries as to whether trusteeships, executorships 
and receiverships are automaticaly included have 
drawn forth a non-committal reply. 
Have any of your readers thrashed this matter out 
to a decision? 
| Yours faithfully, 
A. B. & Co. 


Schedule D: Capital and Revenue Expenditure 


Sm, – I have read with interest in your columns the 
admirably lucid articles by Mr W. A. Purdie, Senior 
Principal Inspector of Taxes, on the topic ‘Schedule D 
(Case 1): The approach to difficult problems’ 
(November 12th and roth issues), but would it be 
too much to hope that the Inland Revenue will 
take a somewhat broader view in future on such 
matters as the distinction between capital and revenue 
expenditure? This presupposes that long overdue 
capital allowances on commercial buildings will be 
introduced, but in the event of this a change of 
policy would enable the Revenue to concentrate on 
more important matters. After all, there are today, no 
doubt, а number of concerns with ample liquid 
resources to whom disallowance of expenditure on 
plant etc.-as representing improvements will actually 
prove beneficial by reason of investment allowances. 

Accountants recognize that with many items of 
expenditure the decision as to whether they are on 
capital or revenue account will depend upon an 
entirely artificial concept, the length of the accounting 
period adopted. I would like to think that this point 
of view is shared by Somerset House. 


Yours faithfully, 
G. 


Self-service Shops 


Sir, – We shall be extremely grateful if readers will 
give us information on the following problems: 

A company has a chain of retail grocery stores and 
according to the stock records, which are accurately 
kept, there appear large deficiencies which are 
attributed to pilferages by customers and members 
of the staff. 

The shops are self-service and each shop has a 
cash register, which is of a special type, and we are 
satisfied that no cash is lost through this source. 

Can any of your readers suggest any systems which 
may be installed to counteract the pilferage? We 
should also be interested to learn what losses may be 
incurred by similar establishments. In this case the 
losses are over 20 per cent of the takings. | 

Yours faithfully, 
PUZZLED. 
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TAXATION CASES 


Full reports of the cases summarized in these columna will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Bingham v. C.LR. 
In the High Court of Justice (Chancery Division) 
October 14th, 1955 
(Before Mr Justice HARMAN) 
Surtax — Alimony – Payable under a foreign decree ~ 
Husband resident in the United Kingdom — Whether 
alimony deductible for surtax — Income Tax Act, 1918, 
Section 27, Schedule V, General Rules 19, 2r- 
Finance Act, 1927, Sections 38, 39 (3). 

The appellant was resident and domiciled in the 
Netherlands until 1934. In 1929 his marriage was 
dissolved there, and he was ordered to pay his wife 
alimony to the amount of about £4,000 a year. In 
1934 he came to the United Kingdom, and became 
resident here, while his wife remained abroad. In 
1940, he went to the United States, where he has since 
been resident. 

During the years when the appellant was resident 
in the United Kingdom he paid the alimony out 
of income brought into charge to tax in this 
country. In computing his total income for surtax 
purposes for 1937-38 he claimed to be entitled to 
deduct the £4,000. The Inland Revenue contended 
that the £4,000 was not a payment from which the 
appellant was entitled to deduct income tax under 
General Rule 19; that it was not an annual. payment 
to which Section 39 (3) of the Finance Act, 1927, 
applied; and that, therefore, the £4,000 could not be 
deducted in computing the appellant's total income 
for surtax purposes. 

Held, that the appellant was not entitled to the 
deduction. . 


In re Parkes’ Settlement 
In the High Court of Justice (Chancery Division) 
October тић, 1955 
(Before Mr Justice DANCKWERTS) 


Estate duty — Interest. purchased or provided by the 


deceased — Beneficial interest accruing or arising — 
Settlement — Trust during settlor’s lifetime — Trust after 
settlor’s death - Whether beneficial interest accrued or 
arose by survivorship — Finance Act, 1894, Section 2 
(т) (d) – Finance Act, 1934, Section 28. 

The settlor, who died in 1952, had in 1929 made a 
settlement under which, during his lifetime, or until 
certain policy moneys had been received by ‘the trus- 
tees, the income of the trust fund was to be paid equally 
to his two daughters as long as they remained unmar- 
ried, but so that the amount paid to each daughter was 
not to exceed {250 a year. Subject to this trust the in- 
come or the surplus thereof was to be paid equally 
between the two sons and the two daughters of the 
settlor. 

After the settlor’s death (or the receipt of the policy 
moneys) the trustees were to appropriate, in respect 


of such of the daughters who were then unmarried, a 


-fund sufficient to produce an annuity of £250 for 


each daughter for life, as long as she continued un- 
married, and the trustees were empowered to resort 


to capital in supplement of income. Subject to these- 


trusts the capital and income of the trust fund was to 
be held upon trust for the two sons and two daughters 
of the settlor in equal shares absolutely. · 

The income of the trust fund was insufficient 
during the lifetime of the settlor to provide £250 
а year for each of the two daughters, who had re- 
mained unmarried, and the surplus income, which 
was distributable among the four children, came to 
about £77. 

The Inland Revenue claimed estate duty, under 
Section. 2 (1) (d) of the Finance Áct, 1894, (1) in 
respect of the two annuities of £250 each, which 
became payable out of the appropriated funds on 
the settlor's death; (2) in respect of the capital of the 
trust fund, so far as it was not required to provide the 
appropriated funds. 

Held, that on the death of the settlor the trusts 
existing during his lifetime came to an end, and 
different trusts sprang into being, and that, therefore, 


-beneficial interests arose or accrued on the settlor's 


death, and Section 2 (1) (d) of the Finance Ach 1894, 
applied. 
Kilburn v. Bedford 
In the High Court of Justice (Chancery Division) 
October 14th, 1955 
(Before Mr Justice HARMAN) 

Income tax ~ Additional assessments ~ Appeal — Appli- 
cation for adjournment — Refusal and confirmation ој 
assessment — Income Тах Act, 1918, Section 137. 

Additional assessments were raised on the appel- 
lant, and notice of appeal was given against them. 
A day was fixed for the hearing of the appeal, a 
month’s notice of the date being given. The appellant 
was represented at the appeal by his accountant, who 
asked the General Commissioners for an adjourn- 
ment to enable further witnesses to be called. The 
application was refused, and the General Com- 
missioners found that they were not satisfied that 
the sums forming the subject-matter of the additional 
assessments were not from taxable sources, and they 
therefore confirmed the assessments. 

It was contended for the appellant that the General 
Commissioners ought to have given an adjournment 
on the ground that it was their duty to inquire into the 
case until the whole of the facts had been ascertained. 

Held, that there was no duty on the General Com- 
missioners, in the circumsgances of the case, to grant 
an adjournment; and that as the appellant had not 
shown that the additional assessments were excessive 
the assessments stood good. 
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Joshua Hoyle & Sons Limited v. Hawkins* 


In the High Court of Justice (Chancery Division) 
October 18th, 1955 . | 


(Before Mr Justice HARMAN) 


Profits tax — Deduction in income tax – 
Splitting of chargeable accounting period — Accounts 
not coinciding - Whether deductibility competent —- 
Finance Ach 5 1937, Sections 19, 20, 25 — Profits Tax 
Act, 1949, Section І (5)- Income Tax Act, 1952, 
‘Sections 130, 141, 155— Finance Act, 1952, Section 33. 
By virtue of Section 33 of the Finance Act, 1952, 
the appellant company’s accounting period from 
October 1st, 1951, to September 30th, 1952, was 
ue for profits tax purposes into two chargeable 
il periods, namely, from October 1st, 1951, 
to to Die er 318t, 1951, and from January 186, 1952, 
to September goth, 1952. The company claimed to 
deduct the tax” p for the first of those periods in 
computing its liability to income tax. The Inland 
Revenue contested the right to this deduction on the 
ground that there had been no computation of the 
profit of the chargeable accounting period running 
from October rst, 1951, to December 31st, 1951. 
Held, that the company was entitled to deduct the 
amount of profits tax in question. 


Firestone Tyre and Rubber Co Ltd v. Lewellin 


In the High Court of Justice (Chancery Division) 
October 2oth, 1955 
(Before Mr Justice HARMAN) 
Income tax — Assessment as agent of overseas company ~ 
Whether United Kingdom company -agent of company 
abroad – Income Tax Act, 1952, Section 369. 

The appellant company was а wholly-owned sub- 
sidiary of an American company, ‘Akron’, and carried 
on business in the United Kingdom in the manu- 
facturing and selling of Firestone tyres in this 
country. There was an agreement between Akron and 
certain foreign distributors under which the dis- 
tributor was given the exclusive right to sell Akron 
products in its area, and in turn agreed not to sell 
or distribute any other kindred products, and to keep 
a sufficient stock of Firestone products to meet the 
demands of the trade. The prices to be charged by 
the distributors were list prices. Akron agreed to 
deliver to the distributor against bills of exchange. 
There was also an agreement between Akron and the 
appellant company ‘for the fulfilment by the English 
company of orders obtained in Europe and elsewhere 
by the American company'. By this agreement, the 
appellant company agreed to fulfil orders for the 
European market obtained by Akron as and when so 
requested, and it was to charge Akron with the cost, 
keep 5 per cent to cover freights, and remit tbe 
balance to Akron. 

The course of business that Akron supplied its 
European distributors with lists of manufacturers 
who would fulfil their orders, and one of these 
manufacturers was the appellant company. The 
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distributor sent an order to one of the listed manu- 
facturers, and if the order came to the appellant 
company, it fulfilled the order in so far as it was 
allowed to do so. The order was fulfilled by delivering 
the article free on board at an English port, or 
alongside the ship. The price was feed: by the 
appellant company, which retained the 5 per cent 
and held the balance to the use of Akron. 

The Inland Revenue made two assessments on the 
appellant company. The first assessment was made on 
the footing that the sums received from European 
distributors were receipts of the ordinary business of 
the appellant company. The other assessment was 
made on the appellant company as an agent of 
Akron. The Special Commissioners discharged the 
first assessment, but confirmed the second. 

It was contended on behalf of the appellant com- 
pany, in relation to the assessment made upon it as 

ent, (1) that the course of business between the 
e t company and Akron was a sale by the 
former to the latter; (2) that if the articles sold were 
sold by Akron, the contracts were not made in the 
United Kingdom, and Akron was, therefore, not 
trading here; (3) that if the sales were by Akron the 
appellant company was Akron's agent only for the 
purpose of receiving the purchase price. 

Held, that the appellant company was acting as the 
agent of Akron, and was properly assessed as such. 


Cornwell v. Barry 


In the High Court of Justice (Chancery Division) 
October 21st, 1955 
(Before Mr Justice HARMAN) 

Income tax – Repayment — Sums paid to infant under cov- 
enant — Covenant in favour of children, but only one child 
during covenant period — Whether income of that child – 
Income Тах Act, 1918, Section 28 — Trustee Act, 

1925, Section 31. 

In 1946 a grandfather executed а deed of covenant 
with a trustee in favour of the children of his son, and 
he covenanted to pay to the trustee during the eight 
years from April sth, 1946, or during his life, which- 
ever period should be the shorter, a net sum of £150. 
The trustee was to stand possessed of the sums thus 
paid as and when received by him upon trust for any 
one or more of the grandchildren, in such shares 
(if more than one grandchild) and in such manner as 
the trustee with the son’s written consent should 
think fit. Any sum appropriated to any given grand- 
child was to be applied for his maintenance, education 
and Benefit, as the trustee should think fit. 

During the period of the deed of covenant there 
was only one grandchild, and during the period 
under appeal there was no appropriation of sums to 
him. The trustee claimed, on behalf of the infant, 
repayment of tax deducted by the covenantor. The 
Inland Revenue contended that during the period 
under appeal the grandchild in question was not 
entitled to any of the sums received by the trustee. - 


Held, that this, contention was correct. 
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Wiseburgh v. Domville 
In the High Court of Justice (Chancery Division) 
October 26th, 1955 
(Before Mr Justice HARMAN) . 
Income tax — Trade – Manufacturers’ agent — Damages 
for breach of agreement — Whether a taxable receipt – 
Income Tax Act, 1918, Schedule D, Case I. 

The appellant was a manufacturers’ agent, and 
during the relevant period he had two main principals, 
with whom agreements had lasted for twelve years 
and six years respectively. The agreement with the 
latter principal could be determined by twelve 
months' notice ending on October 2oth in any year. 
In July 1948, there was a breach of the agreement 
with this principal, and the appellant began an action 
for damages for breach of contract. In the statement 
of claim it was stated that he had sustained damages in 
that he had lost the commission that he would have 
earned between the date of the breach and October 
20th, 1949. In his particulars of claim, he claimed 
damages for breach of contract, and an account of, 
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and payment of, commission due at the date of the 
breach. On April 2oth, 1950, the action was settled, 
and a consent order was made whereby the appellant 
was to receive f4,000 as damages for breach of 
contract, and was not to receive anything in respect 
of his claim to commission due at the date of the 
breach of contract. The £4,000 was paid to the 
appellant in the year 1950-51. 

Assessments in respect of the £4,000 were made for 


1949-50, and 1951-52. It was contended on behalf, 


of the appellant that the £4,000 was a sum paid solely 
as damages for breach of the agency contract; that 
the contract was a capital asset of the appellant; and 
that, therefore, the £4,000 was not a taxable receipt. 
The General Commissioners decided that the consent 
order was not relevant evidence and that the £4,000 
had been received by the appellant in the place of 
the commission that he would have earned between 
July 1948, and October 2oth, 1949. 


Held, that the General Commissioners’ decision 
was correct. 


DINNER IN EXETER 


Exeter and District Branch of the Bristol and West of England 
Society of Chartered Accountants 


The annual dinner of the Exeter and District Branch 
of the Bristol and West of England Society of Char- 
tered Accountants was held at The Imperial Hotel, 
Exeter, on Friday, December 2nd. The chairman of 
the branch, Mr S. Edgcumbe, J.P., presided. 

Among the 120 members and guests who attended 
were Sir Harold M. Barton, r.C.A., a Past President of 
The Institute of Chartered Accountants in England 
and Wales; the Mayor of Exeter, Alderman G. J. 
Greenslade, J.P., the Sheriff of Exeter, Councillor 
C. Rew; His Honour Judge Н. К. B. Shepherd, Q.C., 
Judge of the Plymouth and Cornwall Circuit; and 

Messrs Т. C. Buckingham (District Manager, Lloyds Bank 
Lid); К. А. Chermside, A.C.A. (Hon. Secretary, Bristol and 
West of England Society of Chartered Accountants); Dr ]. W. 
Cook, F.R.S. (Vice-Chancellor, University of Exeter); Messrs 

W. Cornwell, F.c.a. (Member of Council, Institute of 
срања Accountants in England and Wales); Derek du Pré 
(Editor, ‘The Accountant’); W. V. Eggleton, F.C.A. (Glouces- 
ter Group of Bristol Society). 

Messrs C. Gray (Borough Treasurer, Torquay); J. А. 
Isaac, AS.A.A. (Vice-President, Incorporated Accountants’ 
District Society of Devon and Cornwall); A. D. Lake (H.M. 
Inspector of Taxes, Exeter First District); C. H. S. Loveday, 
A.C.A. (an Assistant Secretary, Institute of Chartered Account- 
ants in England and Wales); P. J. Paul (Chairman, Western 
Counties Branch, Chartered Auctioneers’ and Estate Agents’ 
Institute), 5. R. Perratt, Е.С.А. 

Mr W. F. Pugsley (President, Devon and Exeter Incorporated 
Law Society); Messrs E. J. Smart (H.M. Inspector of Taxes, 
South Western Area); S. W. Smith (President, Exeter and 
District Local Centre, Institute of Bankers); Е. J. Thompson, 
F.C.A. (Immediate Past Chairman, Exeter and District Branch, 
Bristol and West of England Society of Chartered Accountants); 
С. E. Tomlinson (Secretary, Western Counties Branch, Char- 
tered Auctioneers! and Estate Agents! Institute). 


Exeter 
'The toast "The City and County of the City of Exeter’ 
was given by Judge Shepherd, who gave a ‘potted 


history’ of Exeter from Roman times, showing how 
great had been the influence of women, upon its 
destinies. 

In reply, the Mayor said that if Exeter prospered, so 
would the profession of the chartered accountant. 
Progress at the moment, however, was somewhat 
difficult because of the ‘credit squeeze’, and the city 
today was not able to embark on all the projects its 
citizens would like. 

Proposing the toast of "Ihe Institute of Chartered 
Accountants in England and Wales’, Mr Buckingham 
said that the profession had difficult and responsible 
duties, calling for judgment -matured by experience 
and absolute integrity. 


The Credit Squeeze 
If ever there was a time when bankers needed the 
co-operation and collaboration of chartered account- 
ants in a difficult and distasteful task, it was the present, 
when the bankers were the instruments of Treasury 
policy and engaged in a ‘credit squeeze’. 

‘There are difficulties today,’ continued Mr Buckingham, 
‘which I think the man-in-the-street and many good 
business people do not fully understand. 

“There is an impression that we are suffering from some 
economic ill which is causing us a malady not only difficult 
to overcome but incurable. Nothing of the sort. 

‘We are suffering from an overdose of prosperity. We аге 
doing too much and are doing it too quickly, and, therefore, 
since last July and up to the end of December we, as 
bankers, have been set a target, not only to restrict new 
lending but also to restrict, by every rational means in our 
power, advances which we have already made. 

‘Many people are saying, “Ном long is the ‘credit squeeze’ 
going to last?" My answer 18, RE cannot tell, but it must last 
until it succeeds.” 

‘I think that if ` you in your sphere of activi 
ours apply our energies in the right way, we 8 
succeed to the benefit of the nation.’ (Applause.) 


and we in 


p 


= 


1 make it ay 


1 


December 10th, 1955. 


Professional Conduct ` 


Replying to the toast, Sir Harold Barton referred to 
the growth of the Institute and the reputation and 
status it has attained since it was formed seventy-five 
years ago, as being 'indeed remarkable'. All members 
must see, he continued, that the Institute’s reputation 
аз well as their own is safeguarded by maintaining a 
consistently high standard of professional conduct. 
Owing to the large membership, complaints of a 
varied nature must inevitably reach the Investigation 


. Committee who do not hesitate to take appropriate 


action should they feel that some offence has been 
committed. 


‘It is, however, a cause for satisfaction that the number of 
offences requiring consideration and punishment by the 
Disciplinary Committee is as small as it is. 

"There must, nevertheless, be “black sheep” in every pro- 
fession, and it is at times a cause for uneasiness that there 
should be too many cases of failure to file with thé Registrar 
of Companies or the Board of Trade the statutory returns 
required from liquidators or receivers — also of "lure to 
return books or documents to clients. These cases – largely 


the result of sheer neglect ~ are very often due to illness ог. 


overwork, especially in the case of sole practitioners. This, 
I feel, indicates the desirability of practising — whenever 
possible — with a partner or partners.’ 
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Sir Harold went on to say that owing to the Council's 
announcements, there had been a decrease in cases of 
members accepting nomination as auditors of com- 
panies without prior consultation with the existing 
auditors. Similarly there appeared to be feweroffences of 
advertising or of soliciting for business — especially in 
connection with insolvency matters. 

"This last,’ he added, ‘might well be due to the present 
state of general prosperity, but let us never forget the 
fundamental rule that “touting” for business is unprofes- 
sional and is therefore regarded аз “‘discreditable conduct". 


Proposing a toast to the guests, Mr Edgcumbe 
thanked the speakers, and paid a tribute to Mr J. G. 
Simpkins, a.c.a., hon. secretary of the branch, for the 
success attending his arrangements for the dinner. 

In reply, Mr Gray said that in these days of some- 
what tarnished standards, things of real worth assume 
an enhanced brilliance. 


‘To even the uninformed, the title “chartered account- 
ant” is the guarantee of integrity and efficiency. Unfortu- 
nately, some people with a knowledge of book-keeping — 
however scanty ~ аге still able to style themselves 
"accountants" and are accepted with almost equal readiness 
by an uncritical public. But we, your guests, know your 
true worth." 


NOTES AND NOTICES 


Personal 


Messrs James Meston & Co, Chartered Accountants, 
of 1 Leadenhall Street, London, EC, announce that 
MR J. S. Martin CLARK, A.C.A., has resigned from the 
firm in order to take up an appointment in com- 
merce, with effect from December 31st, 1955. 


Mn С. W. Brace, A.C.A, and Mr W. R. DEAN, 


B.A. A.C.A., at present practising with Mr W. J. DEAN, 


mim 


y 


F.S.A.A., at 4 Market Square, Stafford, under the style 
of DEAN & Son, announce that as from December 
5th, 1955, they have opened a branch office at 
4 Albion Street, Hanley, Stoke-on-Trent, where they 
will practise under the style of BLace & DEAN, 
Chartered Accountants. | 

Ме W. T. DENT, A.C.A., of 37 Ox Lane, Harpenden, 
Herts, announces that he has opened a branch office 
at 111 Marlowes, Hemel Hempstead, Herts. Tele- 
phone: Boxmoor 1300. 


Messrs Tiptart & Smith, Chartered Account- 
ants, of 1 Cliff Street, Mexborough, and at Wombwell 
and Rotherham, announce with deep regret the death, 
on November 2181, of Mr J. E. B. SMITH, A.C.A., a 
partner in the firm. The practice will be continued 
under the same name by Мк С. P. ТІРТАРТ, Е.С.А. 

Messrs Gopwin & 'l'AyLon, Chartered Account- 
ants, announce that as from December roth, 1955, 
they are removing their offices from 73 Basinghall 
Street, London, EC2, to 7 Staple Inn, Holborn, 
London, WC1. Telephone: Holborn 1129-1130. 


Messrs DICKINSON, Keicuiey & Co, of Royal 


| Exchange Chambers, 61 North Parade, Bradford, 1, 


announce that the partnership practice carried on by 


Mr N. К. Dickinson, Mr W. KEIGHLEY and Mr К. 
WILson, has been dissolved by mutual consent as from 
November зоб. Under the arrangements made, 
Mr N. К. DICKINSON, F.c.a., has retired from the 
practice, but is available for consultation by arrange- 
ment. The remaining partners will continue the 
practice as heretofore. 


Messrs SHELVOKE, PICKERING, JANNEY & Co, 
Chartered Accountants, of 36 Cannon Street, 
Birmingham, 2, and 23 Church Street, Cannock, 
Staffs, announce with very great regret that their 
senior partner, Mr CHARLES Н. SHELVOKE, Е.С.А., 
passed away on November 25th. The practice will 
continue to be carried on by the remaining partners, 
Messrs Francis Н. PICKERING, F.C.A., ROBERT T. 
JANNEY, F.c.A. and Комар E. WAGSTAFF, F.C.A., 
under the same name. 


Messrs Моору Stuart & RoBERTSON, Chartered 
Accountants, of 1 Albert Square, Dundee, announce 
that Mr WILLIAM Lawson, C.A., having accepted an 
invitation to join the board of Messrs J. F. ROBERTSON 
Lrp, of Dundee, will retire from the firm as at 
December 31st, 1955. The practice will be continued 
by the remaining partners, MR ANDREW W. Море, 
C.A., MR Joun К. Watson, C.A., and Mr Donar B. 
‘GRANT, C.A., under the same firm name and at the 
same address. 


Professional Note 


Mr Е. Shutt, А.5.А.А., formerly assistant chief 
accountant of Armstrong Siddeley Motors Ltd, has 
been appointed chief accountant of the company. . 
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The Association of Certified and Corporate 
Accountants 


ANNUAL DINNER AND DANCE 

Five hundred members and guests were present 
at the annual dinner and dance of the Association 
of Certified and Corporate Accountants held last 
Monday at Grosvenor House, Park Lane, London. 
They were received by the President, Mr. W. 
iia Gray, F.A.C.C.A., and Mrs Macfarlane 

га 

The guests included the Rt. Hon. Sir Reginald 
Manningham-Buller, P.C., Q.C, M.P., Attorney- 
General, Sir James Millard Tucker, Q.C., and Mrs 
Millard Tucker, Mr W. 5. Carrington, Е.С.А., 
President, The Institute of Chartered Accountants 
in England and Wales, and Mrs Carrington, and 


Mr Н. Beer, с.в. (Under-Secretary, Board of Trade) and 
Mrs Beer; Air Vice-Marshal D. C. Т, Bennett, C.B., O.B.E., 
р.в.о. and Mrs Bennett; Mr S. J. D. Berger, M.c. (Secretary, 
Institute of Cost and Works Accountants) and Mra Berger; 

- Mr Roy Borneman, Q.c. and Mrs Borneman; Mr Е. Bray, 
C.B. (Under-Secretary, Ministry of Education) and Mrs 
Bray; Mr J. F. Bunford (President, Institute of Actuaries) 
and Mrs Bunford; Mr L. F. Cheyney (Secretary, Institute 
of Municipal Treasurers and Accountants) and Mrs Cheyney; 
Mr J. Cowen (Assistant Secretary, Board of Trade) and Mrs 
Cowen; Mr C. B. Crabbe (Chief Registrar of Friendly 
Societies) and Mrs Crabbe; Mr I. A. Е. Craig, 0.3.x, 

" (Secretary, Society of Incorporated Accountants) and Mrs 


raig. 

Mr A. S. H. Dicker (Vice-President, Institute of Char- 
tered Accountants in England and Wales) and Mrs Dicker; 
Mr Derek du Pré (Editor, ‘The Accountant’) and Mrs 
du Pré; Mr С, С. Garratt-Holden, т.р. (Secretary, Building 
Societies Association) and Mrs Garratt-Holden; Sir Henry 
D. Hancock, K.C.B., K.B.E., C.M.G. (Chairman, Board of 
Inland Revenue) and Lady Hancock; Sir Wyndham Hirst, 
K.B.E. (Public Trustee) and Lady Hirst; Sir Harold Howitt, 
G.B.E., D.8.0., М.С. and Lady Howitt; Mr W. Jackson and 
Mrs Jackson; Mr C. V. Jarvis, рр. The Hon. L. W. 
Joynson-Hicks, м.р. (Parliamentary Secretary, Ministry of 
Fuel and Power) and Mrs Joynson-Hicks; Mrs S. Kennard; 
The Lord Latham, jy.P. (Immediate Past President of the 
Association); Mr J. C. Latham, рл. (Director of the Associa~ 
tion); and Mrs Latham; Mr Francis E. Lumb (Chairman, 
Building Societies’ Association) and Mrs Lumb; Mr T. С. 
Lund, с.в.к. (Secretary, The Law Society) and 'Mrs Lund; 
Mr A. S. Мас ver, M.C. (Secretary, Institute of Chartered Ac- 
countants in England and Wales) and Mrs MacIver; Mr E. H, 
V. McDou (Secretary, Institute of Chartered Accountants 
of Sco and, Mrs McDougall; Mr E. H. S. Marker, 
св. and Mrs Marker; Mr А. C. S. Meynell (Vice-President 

. of the Association) and Mrs Meynell. 

Mr G. Nicholson (President, The Institute of Cost and 
Works Accountants) and Mrs Nicholson; Mr E. J. Norman 
(Deputy Chief Insbector of Taxes) and Mrs Norman; Mr 
W. Charles Norton, M.B.E., M.C. (President, The Law Society) 
Mr Е. Cameron Osbourn, M.B.E. (Secretary of the Associ- 
ation). and Mrs Osbourn; Mrs E. M. Rankin, j.P. (Vice- 
Chairman, London County Council); Mr W. Rankin; Sir 
Alfred Road, C.B.E. (Chief Inspector of Taxes) and Lady Road; 
Mr E. Sinnott (Vice-President, Institute of Municipal 
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Treasurers and Accountants) and Mrs Sinnott; Mr Ronald 
Staples (Editor, "Taxation and Mrs Staples; Mr Derek 

er-Smith, Q.C., M.P. (Parliamentary Secretary, Board 
of Trade) and Mrs Walker-Smith; Mr G. E. Watson, J.P., 
and Mrs Watson; Mr Е. Wilson, O.B.E., J.P. 

The toast of “The Guests’ was proposed by the 
President of the Association. The Attorney-General 
and Sir James Millard Tucker, Q.C., responded, 

Music during dinner and for the dancing which 


continued until 1 a.m. was played by Sydney Lipton's 


orchestra. 


The Liverpool Society of Chartered 
Accountants 
MANAGEMENT ACCOUNTING COURSE 


The President of the Liverpool Saciety of Chartered. 
Accountants, Mr E. N. Macdonald, D.F.C., Р.С.А., 
took the chair at the business sessions of the Liverpool 
Society’s management accounting course, held at 
Chester from December 2nd to 4th. 

The course proved a great success. A full pro- 
gramme was held between midday on Friday, 
December 2nd, and lunch time on Sunday, December 
4th, four lectures being given, each followed by dis- 
cussion. 

Among those who attended were the Liverpool 
Society’s representatives on the Council of the 
Institute- Mr A. D. Walker, r.c.4., and Mr С. Е. 
Saunders, БОА. - Mr J. Н. Mann, M.B.E., M.A., F.C.A., 
a past chairman of the London and District Society, 
and three members of the Manchester and District 
Society. Out of 39.members present, 15 were in 
practice, 22 in industry and 2 employed in pro- 
fessional offices. 

The first lecture was given by Mr С. A. Boardman, 
a director of Greenhalgh & Shaw Ltd, cotton spinners, 


of Bolton, whose subject was ‘What the industrialist | 


wants from management accounting’. The other 
lecturers were: Mr W. P. Scowcroft, A.C.A., on ‘The 
management accounting problems of the accountant 
in practice; Mr A. J. Platt, A.C.A., of Chance Bros. 
Ltd, glass manufacturers, on ‘The management ac- 
counting problems of the accountant in industry’; 
and Mr Е. Clive de Paula, T.D., A.C.A., who spoke 
of the work of specialists in management accounting 
and dispelled some confusion about their position in 
relation to industrial consultants. Mr de Paula 
concluded his remarks by discussing recent develop- 
ments in electronic computers. 

The course was enthusiastically received by 
members and it was generally agreed that nothing 
but good can come of such courses. Тће major 
problem appears to be to arouse sufficient interest 


among both practising and industrial accountants. . 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 








| 
| 
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The Institute of Internal Auditors: 
London Chapter | 


The London Chapter of The Institute of Internal 
Auditors held a day conference at The Kingsley Hotel, 
London, WC1, last Saturday. Thirty members of 
the Chapter attended. 

The morning session, at which Mr O. A. 
Mackinnon, c.a., President of the Chapter, took the 
chair, opened with a panel review of the publication 
The modern approach to internal auditing, published 
by The’ Association of Certified and Corporate 
Accountants. The members of the panel were Mr 
A. E. Tunley, A.C.A., director and financial controller, 
Harris Lebus Ltd (representing management); Mr 
J. Shannon, A.C.L&, A.c.w.A., chief accountant, 
Vitamins Ltd (representing chief accountants), and 
Mr J. R. Robinson, A.C.A, А.С.1.5., chief internal 
auditor, Unilever Ltd (representing internal auditors). 
The panel review was followed by general discussion. 

Mr J. Prince, A.C.A., А.С.1.8., Vice-President of the 
Chapter, presided at the afternoon session, which 
commenced with an address by Mr F. A. Callaby, 
F.A.C.C.A., F.C.W.A, Е.С.1.8., оп ‘Four/five years’ 
financial planning’. A film entitled “АД I need is a 
conference’ was then shown and the session concluded 
with a ‘brains trust’. 

To end an interesting day's programme the annual 
dinner was held in the evening, to which the wives 
of members were invited. 


Chartered Institute of Secretaries 


Brigadier Kenneth Hargreaves, M.B.E., T.D., F.C.LS., 
managing director of Hargreaves (Leeds) Ltd, has 


been elected to succeed Mr B. С. Porter, D.¥.c., 


F.C.LS., as President of the Chartered Institute of 
7 Secretaries for 1956; he will take office on January rst, 
1056. Other officers for the coming year are: 
Vice-Presidents-Elect: Sir Frederick Alban, с.в.в., J.P., 
Е.С,1.8., Е.8.А.А., chairman, Welsh Regional Hospital 
Board, and a Past President of The Society of Incor- 
porated Accountants. 
Mr Е. С. Hardman, F.c.1.8., governing director, 
H. Т. Woodrow & Co Ltd, Liverpool. 
Treasurer: Mr Ernest Long, F.C.I.8., F.3.A.A., F.L.M.T.A., 
p secretary, Central Electricity Authority. 


Chartered Accountants’ Hockey Club 
The Birmingham Articled Clerks’ XI will be playing 
the London Articled Clerks’ XI at The Old Deer 
Park, Richmond, Surrey, on Wednesday, January 
25th. This is the first hockey fixture to be arranged 
between the societies. . 
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Ф 
The Chartered Accountant Students’ 
| Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 6.30 p.m. at Grosvenor House, Park Lane, Wr: 
Annual dinner. 3 

Tuesday, 2.0 p.m., at Luton: Visit to the Skefko Ball 
Bearing Co Ltd (Accounts Section). ; 

Wednesday, 6.30 p.m., at the London Wall Restaurant: 
Dinner-debate on the motion ‘That beauty is purely a 
matter of opinion’. 

Friday, 5.30 p.m., st the Institute: Introductory course 
lecture on ‘Bankruptcy, liquidation and receivership’, by 
Mr A. C. Staples. 


SEVENTY -FIVE YEARS AGO 

From Ehe Accountant or DECEMBER 11TH, 1880 

A leading article entitled 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS 

Two correspondents, whose letters we print else- 
where, seem to be rather unduly exercised at a certain 
oe reference which found a place in these columns 
ast week. Now, in quoting the well-known Hiberni- 
cism that “опе man’s as as another—and 
better”—we simply put a joking paraphrase, without 
in any way intending to depreciate the merits of the 
clerks’ case. There was, therefore, no necessity for 
the grave retort that ''it does not apply to the clerks.” 
Supposing we were ready to regard things as strictly 
au sérieux аз “A.,” we might ask: If the contention of 
the clerks who are Associates is not that they аге “аз 
good as” the Associates in practice, why are they com- 
plaining? Why are they grumbling that they have not 
received an equal recognition of status, and, in fact, 
what right have they to be called Associates at all? 
Whilst, to pursue the literal justification a little 
further, we might add not merely that expressions in 
some of (hase lette fairly lead to the interence that 
Associates, qua clerks, may be found even "better" 
than some Associates in practice—but that we enter- 
tain no doubt that there are accountants in the 
position of clerks who are not only “аз good as” but 
"better" in point of professional skill than some 
Associates in practice. 1n fact, it would be absurd to 
argue otherwise, considering that the transition from 
the one to the other is direct, and that, as one corres- 
pondent points out, the position is in some cases 
"the result of choice rather than the absence of 
alternative." So much by way of editorial reply. We 
need hardly add any expression of our readiness to 
give every publicity to views on this, as on any other 
professional topic. At the same time we may remind 
Messrs. “А.” and “В.” of Talleyrand’s caution, that 
the very best of causes may be hampered instead of 
advanced by trop de zèle. 
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OFFICIAL NOTICES 


CENTRAL ELECTRICITY AUTHORITY YORKSHIRE DIVISION require а 
SENIOR ASSISTANT (INTERNAL AUDIT) in the Divisional Account- 
ant's Department, Divisional Headquarters, Leeds.. 
The commencing salary is within the National Joint Council 
(Administrative & Clerical Grades) Salary Scale, Grade 5, i.e. 
on 


cheme. 


and have audit experience including large organizations. 
i ivisional Secre: 


Eastern Gas Board 
Watford Division 


CHIEF ACCOUNTANT’S DEPARTMENT, SENIOR ASSISTANT TO THE 
AUDITOR 

Applications are invited for the position of SENIOR ASSISTANT TO 

THE INTERNAL Аџргток, Watford Division. 

The commencing salary will be in accordance with the salary 
scales laid down by the National Joint Council for Gas Staffs — 
Metropolitan rates, Grade A.P.T. 7, £650 – £730. 

Applicants should preferably have had a practical experience in 
auditing and/or a general experience in 
have, or be studying for, a recogni 
qualification. 

The successful candidate may be required to pass a medical 
examination and, unless already subject to a pension scheme by 
virtue of the Gas (Pension Rights) Ке tions, 1950, will be 
required, if eligible, to join the Board's Staff Pension Scheme. 

pplications stating age, education, present position, salary 
and previous experience should be sent to the Chief Accountant, 
Eastern Gas Board, 2, The Abbey Garden, Westminster, SW1, 
to reach him not later than Monday, December 19th, 1955. 


: ЕН. PS, 
Eastern Gas Board, Secretary. 
2 Тће Abbey Garden, 
Westminster, SW1. 
December 2nd, 1955. 


s accounting, and should 
accounting examination 


Cores Iompair Eireann invites applications for the position of 
ASSISTANT CHIEF ACCOUNTANT. 

Applicants, who must be qualified Accountants, should state 
age, and give particulara of professional and other qualifications 
and also dads of training and experience to the Secretary, Coras 
Iompair Eireann, Kingsbridge Station, Dublin, not later than 
December 3oth, 1955, who will forward the terms and conditions 
of appointment to those whose qualifications and experience are 
regarded as. adequate. 


North Western Electricity Board 


Bolton District 
APPOINTMENT OF DISTRICT SENIOR CLERK 

The person appointed will be responaible for the supervision 
and carrying out of all clerical functions in the district. 

Applicants should have had ience in secretarial practice, 
meter reading methods, costing, invoices, stores, salaries, wages 
and conditions of service, consumers’ inquiries, records and ac- 
counts, | 

Salary scale: £795 x £25 – £870 per annum (Grade 6, МЈ.С. 
conditions. 

Applications to Sub-Area , No. a. Sub-Area, The 
North Western Electricity Board, a St George's Road Bolton, by 
December 17th, 1955. 
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West Midlands Gas Board 
Walsall and District Division 
Deputy DIVISIONAL ACCOUNTANT 
Applications are invited from Qualified Accountants for the above 
position. Candidates should preferably have had extensive 
practical erience in the finance and accountancy of public 
utilities, including the preparation of financial and cost accounts. 
The salary will be £1,000 x £50 — £1,200 per annum. 
The post is pensionable and the successful candidate may be 
required to pass a medical examination. 
pplications stating age, qualifications and 
with the details of present and previous appointments and the 
names of two referees, should reach the Industrial Relations, 
Officer, West Midlands Gas Board, 6 Augustus Road, Edgbaston, 
Birmingham, 15, not later than December 19+, 1955. 
J. C. INGRAM. 


perience, together 


Secretary to the Board. 


University of the Witwatersrand 
JohannedSburg, South Africa 


Applications are invited for appointment to a post of LECTURER 
on the staff of the University’s Department of Commerce. 
Applieanm should hold a good degree in commerce or economics. 
A knowledge of accounting would be desirable and business 
and teaching experience will be a strong recommendation. The 
lecturer will be required to assist in the general work of the 
department and to give instruction to students taking courses in 
industry, trade and commerce, such as marketing, industrial 
fluctuations, stock exch theory and practice, financi of 
industry, modern industrial problems and other similar fields of 
study. There is ample opportunity for research and the successful 
candidate will be encouraged and expected to undertake it.. 
Duties to be assumed as soon as possible. 

The salary attached to the appointment will be on the scale 
£850X [59 — £1,150 per annum. A higher initial salary may be 

id on the grounds of special qualificationa and experience. 
Ph addition a married man will receive a temporary cost-of-living 
allowance at the rate of £234 per annum. ` 

Membership of the Provident Fund is compulsory. Member- 
ship of the Steff Medical Aid Fund is compulsory in the case of 
an officer who is found eligible for such membership. : 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universi- 
tea, of the British Commonwealth, 36 Gordon Square, London, 
МС. 

The closing date for the receipt of applications, in South Africa 
and London, is December 24th, 1955. 


MACHINERY INVENTORY 


Ву Н. Rrvincton. Complete record of cost, 
depreciation and written-down values. Up 
to 280 machines in one book. 


30s net, 31s 6d post free U.K. 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL ST, LONDON, EC2 





' Accountants are 
invited to apply for the 
Corporation’s Agency. 
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ACCOUNTANTS 
AND SOLICITORS 


N his address at the annual dinner of the Chartered Accountant 
Е Society of London on Monday, reported on another 

page, the President of the Institute made an imporant reference 
to the happy personal relationship which exists between account- 
ants and solicitors. In the course of his remarks, MR CARRINGTON 
quoted part of a speech made by the President of The Law Society 
when addressing the annual conference of that body earlier in 
the year. MR NORTON went on to say, on that occasion, that: 


*,.. the relationship today between The Law Society and the leading 
professional organizations has never been closer. We confer from time 
to time, as may be necessary, with all the other professions with 
which we have interests in common..I have already mentioned that 
The Law Society, the Bar Council and- the Institute of Chartered 
Accountants were appointed to represent the views of all the pro- 

· fessions to the CHANCELLOR OF THE EXCHEQUER on the subject of retire- 
ment benefits. That is but one example. We have similarly conferred 
with the leading professions concerned with the land upon matters of 
common interest to us all. I am glad to be able to acknowledge the 
very friendly association which we have established with our col- 
leagues in the other great professions both at presidential and secre- 
tarial level. While it would be invidious to single out one rather than 
another, I should like, by way of example oily, to say that I cannot 
imagine our being involved today in any acrimonious dispute 
with the Institute of Chartered Accountants to whose friendly 
co-operation over the difficult question of solicitors’ accounts and 
accountant's certificates I most gladly pay a warm tribute. They, like 
the other professional bodies, are always prepared to help us try to 
solve our difficulties in a spirit of co-operation - and long may it be 
80.’ 


These reciprocal references аге reassuring for, of the three 
great, original professions — the Church, medicine and the law ~ the 
last of these is thé only one whose activities are likely in any way 
to become confused with those of the accountancy profession. 
The Church and medicine deal respectively with the spiritual and 
physical welfares of the individual. The professions of law and 
accountancy have the common aim of establishing and main- 
taining equity in the individual’s dealings with his fellow men. 

The Institute, as MR CARRINGTON points out, has already gone 
some way towards defining its view of the proper functions of the 
lawyer and the accountant. It remains but to say that the feeling of 
mutual respect and understanding which exists between them, 
based on the acceptance of the well-founded principle that each 
has a special skill and knowledge to offer the other, should be the 
predominant factor in resolving any problems of etiquette or 
encroachment likely to arise in the future. 
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FINANCE BILL- VI » 
REMAINING STAGES 


Third Schedule: Paragraph 2 
UB-PARAGRAPH (b) (ii) of paragraph 2 
of the Third Schedule to the Bill, which we 
reproduced last week, was added in com- 

mittee at the instigation of the Government. It is 
intended to protect the concerns which acquire 
shares from private companies with the intention 
of making a public issue or placing. Normally, 
the issue will take place before a dividend is 
declared, but sometimes the shares may have to 
be 'nursed' for a time. If, owing, for example, 
to high remuneration to the directors of the 
private company, the dividends were abnormally 
low before the issuing house acquired them, a 
dividend at a rate which will attract the investing 
public might fail to satisfy sub-paragraph (Б) (i). 

Requirement (b) is further elaborated by para- 
graph 2 (2) which provides as follows: 

*2 (2) For the purposes of paragraph (Б) of the 
foregoing sub-paragraph the Commissioners shall 
have regard to all dividends paid on the shares 
in the respective periods, to any share issue made 
in those periods to holders of the shares and, in a 
case under sub-paragraph (1) of the said paragraph 
(b) where the shares were not in existence thrée 
years before the relevant date, to the dividends 
paid on, and any sbare issue made to holders of, 
any shares surrendered in exchange for the first- 
mentioned shares or in right of which the 
first-mentioned shares were acquired, and shall 
take such averages and make such adjustments as 
may appear to them to be required for a fair 
comparison,’ 

It will be seen that under paragraph 3, the 
Commissioners have to be just and reasonable; 
under paragraph 2 they have to be fair. What 
subtle distinctions the draftsman intends by 
this choice of words is a matter for speculation. 
The whole Schedule has an air of other- 
worldliness about it. It contemplates that bodies 
of unpaid Commissioners up and down the country 
have the time to make these extraordinarily 
complex investigations, involving a deep know- 
ledge of company law and accounting. No doubt 
the Commissioners will not personally consider 
every case, but one questions whether even the 
Tax Inspectorate is equal to coping with the task 
set by the Schedule. If they do carry it out to the 
letter, the waste of man-power involved will be 


enormous. The ECONOMIC SECRETARY TO THE 
‘TREASURY even went so far as to give a solemn 
warning that the six-year period during which a 
dividend is vulnerable might be extended, despite. 
the administrative difficulties, if there were 
further substantial avoidance. 


Clause 4 (2): 

Dividends received by Exempt Persons 
Having completed the examination of clause 4 
and the Third Schedule as they affect a person 
who, at the time of receiving the dividend, is 
carrying on the trade of stock or share dealer, 
it remains to consider the provisions relating 
specifically to a person who is entitled to exemption 
from the tax deemed to be deducted from a 
dividend received by him, i.e. in the typical case, 
a charity or an approved superannuation fund. 
It will be recalled that in the original draft of the 
Bill ‘person’ included any fund or trust, and any 
body of persons (clause 4 (8) (5)). This somewhat 
novel definition was criticized in Committee. 
On the report stage it was amended and now reads 
as follows: 

'(b) "person" includes any body of persons; and 
references to a person entitled to any exemption 
from income tax include, in a case of an^ 
exemption expressed to apply to income of a 
trust or fund, references to the persons entitled 
to make claims for the granting of that ex- 
emption.' 

In relation to clause 4 (1) we set out six con- 
ditions precedent to the application. For the 
purposes of clause 4 (2) these six conditions 
also apply, with the substitution, for condition 
(5) (‘while he was trading in shares or invest- 
ments’), of the following condition: 

‘(5) while he is entitled under any enactment to 
an exemption from income tax which extends to 
dividends on shares... .' 

Granted that these six conditions are satisfied, 
there is provision for aggregation in order to 
decide whether the ‘ten per cent’ test is satisfied. 
'The shares to be aggregated with the holding in 
question are: 

(а) any other shares tle dividend on which is 

payable to that person and which were sold 
or issued to him or otherwise acquired 7 
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by him after the said twenty-sixth day of 
October and not more than six years 
before the date on which the dividend 
becomes payable; and 
, (b) any such shares as are to be brought into 
account under subsection (3) of this section. 
Sub-clause (3) deals with the case where two 
exempt persons ‘act in concert’ in the acquiring 

“of shares of the class in question. The operation 
of sub-clause (3) has already been described in 
relation to clause 4 (1). 

If the application of all the complicated tests 
laid down and already described shows that a 
dividend is caught by clause 4 (2), then the 
exemption is withdrawn from the dividend to 
an extent proportionate to the extent to which 
the dividend is deemed to have been paid out of 
profits accumulated prior to the relevant date. 
Thus, if a dividend of £1,000 gross is within the 
clause and is deemed to have been paid as to one- 
half out of profits accumulated before the date on 
which the shares were acquired, then the recipient 
may reclaim only one-half of the tax deducted. 

An annual payment which is payable by the 
charity etc. out of the dividend is to be treated 
as to the whole amount as though it were paid 
out of profits not brought into charge to tax. 
‘Accordingly the charity is bound to deduct tax 
and account for it under Section 170 of the 
Income Tax Act, 1952. 

— Clause 4 (2), as originally drafted, was expressed 
to apply not only to persons who were entitled 
to exemption at present, but also to those who 
might be exempted by some future Act, unless 
that future Act expressly directed that clause 
4 (2) was not to apply. This was criticized in the 
House of Commons and, on the Report Stage, was 
deleted. Accordingly, any exemption granted by 
any future Act will also be an exemption from 
clause 4 (2), unless otherwise provided. The 
change was effected by merely deleting the words 

,in parenthesis at the beginning of clause 4 (2). 

On the day that this amendment was made, the 
Home SECRETARY announced that the legislation 
proposed in the White Paper on Government 
Policy on Charitable Trusts (Cmd. 9538) was 
unlikely to be introduced in the present session. 


Shares within the Dividend 
Stripping Legislation 


: The provisions for determining what shares аге 
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subject to the dividend stripping legislation have 
been amended twice, once in Committee and 
once on the Report Stage. The word ‘ordinary’ 
has been deleted, for in effect clause 4 applies to 
all shares other than preference shares carrying 
a normal rate of dividend. At first the clause 
applied to all preference shares whose dividend, 
no matter how modest, fluctuated with the rate 
of income tax. The Government have had second 
thoughts on these. The definition now stands as 
follows: (clause 4 (8) (с) (4)): 


(с) "shares of a class to which this section applies” 
means shares of any class forming: part of a 
company’s share capital other than a class of 
fully-paid preference shares carrying only a 
right to dividends at a rate per cent of the nomi- 

. nal value of the shares which is fixed or fluctu- 
ates only in accordance with the standard rate of 
income tax and which in the opinion of the 
Commissioners having jurisdiction in the matter 
does not substantially exceed the yield generally 
obtainable on preference shares the prices of 
which are quoted on stock exchanges in the 
United Kingdom; 


'(d) “share” includes stock other than debenture or 
loan stock.’ 


Underwriters’ Reserve Funds 


It will be recalled that the increases made by the 
Bill in the maximum amounts on which under- 
writers can obtain relief in respect of payments to 
special reserves were subject to assessment not only 
where the underwriter went out of business in 
his lifetime, but also where he died while in 
business. Additional assessments for this purpose 
are to be made not for the year of cessation but 
for the years in which the relief was granted. 
In order that the Revenue should not be hampered 
by the normal six-year time limit, clause 3 (4), 
as originally drafted, simply abrogated that time 
limit. It was overlooked that this change meant 
that the personal representatives would, theoretic- 
ally at any rate, go on being potentially liable to 
additional assessment for ever. In this connection 
one member made pointed reference to the 
remarks of the Loro Curr Justice about delay 
by the Inland Revenue in connection with some 
Revenue prosecutions which terminated on the 
day before the Report Stage. 

The Government introduced a complicated 
amendment of clause 3 (4), the effect of which is 
to impose the usual time limit of three years within 
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which the Inland Revenue must make up their 
minds whether or not they are going to assess 
personal representatives in respect of periods 
before the death of the deceased. 


Conclusion 
In the leading article in our issue dated 
November 12th, we made a point about the profits 
tax repercussions where a Joan by a director- 
controlled company to one of its members has 
been treated as a distribution and then is repaid, 
not in full but only partially. We expressed the 
opinion that, strictly speaking, partial repayments 
did not qualify for relief, whatever the practice 
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might be. This point was taken up in the House 
of Commons by a member. who wanted the relief 
to be specifically confined to total repayments. 
However, the SOLICITOR-GENERAL expressed the 
view that the construction applied by the Rev- 
enue in practice was in fact the correct one. In 
other words, partial repayment qualifies for relief. 

By the time the Report Stage was concluded on 


December 8th, other amendments included the’ : 


freeing from purchase tax of shopping bags and 
baskets, and household. brushes, brooms and 
mops. The Bill had its Third Reading in the 
Commons on Tuesday and should be on the 
Statute Book by Christmas. (Concluded.) 


INLAND REVENUE DEPARTMENT 
APPROPRIATION ACCOUNTS, 1954-55 


counts of the revenue departments for the year 

ended March 3186, 1955, briefly mentioned 
in a Weekly Note last week, perhaps the most 
interesting figures are those which measure the 
progress of the Inland Revenue drive against fraud 
and evasion in relation to liability to income and 
profits taxes. Statistics of the more serious cases 
are as follows: 


ЈЕ the recently published appropriation ас- 


Year ended Number of Tota charges Penalties 
March 31st cases ги uae ond 
1955 19,663 20,587,922 8,420,419 
. 1954 18,1 20,381,870 7,555,342 
1953 9,83 11,045,412 3,865,219 
1952 4,962 9,430,396 2,446,205 


Settlements in the year to March 31st, 1955, 
included 428, totalling £5,253,177 (compared with 
320, totalling £5,761,570 in the previous year), 
dealt with by the special branch for the investiga- 
tion of important cases involving fraud. . 

In addition to the above cases, settlements were 
effected by local Inspectors under their delegated 
power to deal with back duty relating wholly to 
income tax on untaxed interest, allowances, etc., 
except serious cases in which the amount of the 
penalty requires special consideration. The figures 
are as follows: 


Year ended Number of Total charges 
March 31st cases raised 
£ 
1955 75,580 2,358,746 
1954 133,757 4,927,412 
1953 136,188 5,389,215 
1952 5,218 420,650 


The total amount of income tax and other 


duties remitted or written off as irrecoverable in 
the account year 1954 was £3,147,822, made up 
as follows: 





Income tax е 2202 ijr 
Surtax .. ' .. 269,6 in 
Excess profits tax 463,2 
Other duties 152,770 
£3,147,822 


The total is £642,858 more than for the previous 
year. It is analysed as follows: 
Remissions £ | 
On grounds of poverty 131,789 


On grounds of equity .. .. 233,586 
Miscellaneous: amount recoverable not sufi- 

cient to justify cost of proceedings etc. 459,616 

Amounts irrecoverable 

Insolven P Е . 1,388,204 
Composition settlements Ee лот ^ 66,838 
Realization of securities .. 240,639 
‘Taxpayer gone abroad or untraceable, etc. .. 627,150 





£3,147,822 





In addition, £10,265 was remitted in law costs. 


There is, perhaps, some comfort in the revela- 
tion that the Inland Revenue in their capacity 
of an employer operating the P.A.Y.E. scheme 
are not above making mistakes, even if they are 
only small ones. A sum of £340 is written off in ` 
this connection in respect of a discrepancy 
attributable to book-keeping errors, some of 
which have resulted in individual officers of the 
department being credited with more tax than 
they had suffered, involving to this extent some 
actual loss of revenue. . 


— 
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. ARTICLED CLERKS . 
A MINORITY VIEW OF TERMS OF SERVICE 
by DEREK G. BEE, F.C.A. 


profession have stated in public that 

nowadays the majority of articles are entered 

into without premiums and that, in many cases, a 
small progressive salary is paid in addition. 

There can be no doubt that such statements 


Pees time to time leading members of the 


_are borne out by statistics compiled from par- 


ticulars of the large number of articles registered 
[and it is probable that their publication will 
‘ tend to influence practitioners and the parents of 
prospective articled clerks in settling the terms of 

service under articles in the future. 
Is this move to what at first sight appears to 


' be better conditions for articled clerks really in 


the right direction, and what effect may it have 
on the future of the profession? 


Articled Clerks are Pupils 
In any consideration of service under articles, 
it must be assumed that an articled clerk is 
regarded wholly as a student to be taught how 
to become an accountant and not as a clerk to 


_ be used to earn fees for his principal. No other 


interpretation of his position is possible. There 
may be a few principals who neglect their duties 


· to their articled clerks, but they are unworthy 


of consideration. There are probably many more 
who are thought by the articled clerks themselves 
to be neglecting their duty but who, in reality, 
are watching their pupils’ progress and doing 
everything possible, within the limits of their 
practice, to provide as wide a variety of work 


; and knowledge as they are able. 


. Rights and Duties 

Articled clerks and principals alike have rights to 
enjoy as well as duties to perform. In my opinion, 
a principal’s duties considerably outnumber his 
rights. Quite properly too, but it is because of the 
duties he undertakes that a principal should be 
compensated by service in his office, and, perhaps, 
by a premium in addition. 

How heavily his duties lie upon a principal 
and the senior members of his staff depends to 
a great extent on the intelligence, ability and, 
im some cases, the temperament of the articled 
clerk. In all cases the’ principal’s duties include 
the spending of some of his own time, or that of 
his seniors, with his articled clerk, the arrange- 


ment of a suitable variety of work for him — 
often at some inconvenience – and allowing him, 
six to eight weeks! leave of absence from his 
office work before each examination. This latter, in 
particular, can upset the smooth working of a 
smaller office quite considerably, especially in 
the case of the absence of a Final examination 
student who is, properly, being given the oppor- 
tunity of taking some work through to finality. ` 
Other periods of absence for students' lectures 
and residential courses, committee work in a 
students' society, factory visits, etc., although 
very necessary for the clerk's training, may well 
interrupt any office work he may have in hand. 
Some firms arrange regular tuition periods for 
articled clerks in office hours, supervised by 
seniors who are specialists in particular subjects. 
Some make an invariable point of making 
employment available to ex-articled clerks who 
have qualified, until they аге satisfactorily 
fixed up with a job elsewhere. They feel that 
their duties are not completed until the newly- 
qualified clerk has been succesfully launched 
on his career. 


Asset or Liability ? 


Thus it may be said that an articled clerk is, 
in many ways, a liability to his principal. It may 
be argued that the corresponding asset is the 
work that is done by the clerk for which the 
principal is paid. The fact remains that many 
firms do not take their full entitlement of articled 
clerks and as, generally speaking, the supply 
of prospective articled clerks at present exceeds 
the demand, there must be some good reason 
for this. | 

It is true that there are sometimes unfilled 
vacancies in the very small offices largely, it is 
thought, because parents imagine that these 
offices do not offer a sufficiently varied experience. 
Most parents whose sons are denied vacancies in 
the larger firms, wish to place them in a medium- 
sized office where they will receive a good all- 
round training. It is just these offices that, in 
many cases, appear unwilling to fill all their 
vacancies. 

Why is this so? Can it be that some practitioners 
consider that the liabilities of an articled clerk 
exceed his assets? : 
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Methods of Selection 

In theory, a good articled clerk is, in the balance, 
a net asset to his principal. But it is very difficult 
to judge how a young man who has just left 
school will turn out. Some firms do not accept a 
clerk under articles until he has proved his 
worth in the office- an admirable method of 
selection from the principals! point of view, but 
what of the articled clerk himself? 

It may well take a year before judgment can be 
reached on his ability and fitness for the profession 
and this postpones by a similar period the earliest 
date at which he can qualify. In many cases this 
method cannot be adopted. À client or a personal 
friend of a practitioner may wish his son to 
enter into articles and may not be prepared for 
him to waste valuable time by serving a pro- 
bationary period. He knows, as do all fathers, 
that his son is above the average in every way 
and is eminently suitable to enter the profession! 
Other firms will not accept an articled clerk 
unless his educational record is outstandingly 
high. ‘This immediately excludes the late de- 
veloper. 

Generally speaking then, it seems that the 
present method of selection by personal judg- 
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ment will continue; and the risk of the articled 
clerk being a net liability will continue with it. 
So we return to the compensation required by a 
principal for taking this risk. 


Fewer Vacancies 


It is felt that many principals, precluded by the 
general trend from charging a premium and 


faced with the probability of having to offer some . 


remuneration, may consider that they are better 
off without articled clerks. Not in the interests of 
the profession generally? — certainly not. Selfish? 
— perhaps. But sensible? — yes! 

It would be a pity if the number of vacancies 
available to prospective articled clerks were to be 
restricted because the publicity given to the 
modern thought that a principal should not 
receive monetary payment for the tuition he 
gives, will make it increasingly difficult for 
practitioners to take articled clerks on any other 
terms. There is still much to be said for the old 
basis of a premium and no salary or of some 
intermediate compromise; and there is something 
to be said for the view that benefits received are 
often more appreciated and used to better ad- 
vantage if payment has been made for them. 


NORTH AMERICAN .COMMENTARY — LXVI 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Fournal of Accountancy, 
New York, September 

Accounting Reform in Washington 

T a time when the Hoover Commission’s 
А Force on Budget and Accounting 

has just presented its report, Mr John W. 

McEachren, с.р.А., reviews the achievements-of 
Government accounting reform over the past 
few years. He first brings into proper perspective 
the expansion of Government activities by stating 
that Government expenditures of some $3°5 
billion, just twenty-five years ago, must be 
contrasted with a projected budget of $63 billion 
for fiscal 1956. 
. While widespread decentralization of manage- 
ment took place during this expansion thé 
accounting systems did not follow suit. Thus in 
1949 some 10,000 persons in Washington were 
to be found examining car-loads of vouchers 
covering every Government transaction, wherever 
it took place. At last, however, in 1950, the cum- 


bersome warrant system was discontinued in 
favour of letting authorized disbursement officers 
pay vouchers by cheques against the general 
account of the Treasurer of the United States. 
At the same time the General Accounting Office 
was authorized to discontinue its mammoth 
account-keeping operations, wherever its audit 
function could be performed properly with the 
records maintained in the executive branch. 
It was thus enabled to reduce its personnel by 
nearly one-half and dispense with the millions 
of documents formerly submitted to it, for posting 
and controlling more than 500,000 accounts con- 
trol ledgers. 

An editorial on this subject states that Mr J. 
Harold Stewart, a Past-President of the American 
Institute of Accountants, headed the Hoover 


Commission's Task Force, which has made far- · 


reaching recommendations, calculated to accelerate 
the campaign of improvement reported py Mr 
McEachren. It quotes from the Task Force’s report: 
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“Where we have found accomplishment or failure 
it has been primarily attributable to the personal 
qualities and competence, or lack of competence, 
of individuals. The Government’s greatest need is 
well-qualified people properly utilized . 

The editorial also quotes a statement of the new 
Comptroller-General of the United States: 

‘Unless professionally trained accountants are 
made available to us, the contribution which 
венча can make will lessen in the years to 
come. 

'The Auditor's Opinion 

In an article on fraud and the accountant, Mr 
William Sprague, C.P.&, a member of the 
American Institute’s Committee on Auditing 
Procedure, analyses the auditor’s report as it is 
required by United States practice. After first 
stating that he has ‘examined the financial 
statements’ the auditor must affirm that his 
examination was made ‘in accordance with 
generally accepted auditing standards’. He thus 
expressly makes himself responsible for main- 
taining standards developed by the profession. 
Next he is required to state that his examination 
included 'such tests of the accounting records and 
such other auditing procedures as he considered 
necessary in the circumstances'. Here, says Mr 
Sprague, proper distinction is made between 
‘standards’ and ‘procedures’ making the auditor 
responsible for determining the procedures neces- 
sary for the expression of his opinion. 

‘Then comes the auditor's opinion as to whether 
the financial statements ‘fairly present’ the finan- 
cial position. The words ‘fairly present’ which 
imply, according to a statement of the American 
Institute, judgment and estimate rather than 
arithmetical accuracy, may be contrasted with the 
‘true and correct view’ still required by the Com- 
panies Act in Canada. Finally, the auditor reports 
on conformity with generally accepted accounting 
principles and consistency with former years. 


The New York Certified Public Accountant, 
New York, September 

Management Services and the Accountant 
With Government, large industry, labour, and 
many other groups directing their attention 
increasingly to the needs of small business, Mr 
Joseph L. Brock, c.P.4., points out the particular 
qualifications of the certified public accountant for 
the role of management adviser. The ground- 
work for such services has been covered, he says, 
in the regular accounting and auditing services, 
and the professional*accountant has a greater 
intimacy with his clients and their problems than 
anyoné outside the management. 
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Mr Brock says that the American Institute's 
Committee on Management Services is preparing 
a list of such services, and he bases the following 
classification on a recent draft of this list. In the 
first category, comprising services for which the 
C.P.A. is qualified by his normal training, he in- 
cludes design and installation of accounting sys- 
tems,-emergency controller service, budgeting 
and forecasting, etc. Here-the C.P.A. has по 
competition from non-accountants. For services 
in the second group the C.P.A. must have special- 
ized training and experience. Included here are 
insurance counselling, estate planning, pension 
and other retirement compensation plans and 
rehabilitation of businesses in financial difficulties. 
The third list consists of services unrelated | 
to business management for which the C.P.A.'s 
independence is a special qualification. Such are 
the audit of circulation statistics, conducting 
labour union elections, giving of expert testimony 
and arbitration. 


‘Punched -tape Methods : 
Punched-tape methods are considered likely to 
revolutionize office procedures in both large and 
small companies. Mr Richard H. Goldberg; 
C.P.A., writes of these integrated data processing 
techniques. While they are not the same as elect- 
ronic data processing they can be used, he says, 
to feed information to ‘electronic brains’. A 
paper tape in long rolls is punched by one office 
machine so that it becomes a common language 
which all machines in the system are able to use. 
It thus ties together older, familiar office machines 
such as typewriters, book-keeping machines and 
punched-card machines, into one integrated 
system. 

Information need only be written or recorded 
once after which all processing, rewriting and 
summarizing can be done automatically by 
machine. Thus, while the typist is typing a 
business form the machine may be punching 
information into a tape. Also the same machine 
will function as an automatic typewriter, 'reading' 
punched-tape and typing business forms auto- 
matically from it. If necessary it will stop typing 
from the tape at the proper point, allow the oper- 
ator to type information manually, and then 


-continue typing automatically from the tape. 


In the case of branch sales offices, the tape 
created as a by-product of typing can be fed into à 
teletype machine, and at the home office another 
teletype machine will type production and ship- 
ping orders automatically from impulses it receives 
over the wire, at the same time reproducing a tape 
for use in analysis of orders and shipments. 
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MAINTENANCE OF CAPITAL 


IN TIMES OF CHANGING PRICES 


by F. W. PAISH, M.C., M.A. 
Professor of Economics in the University of London’ 


DARE SAY some of you have heard that there 
јео been discussions and differences of opinion 

at various times between some economists and 
some accountants as to what is meant by maintaining 
capital intact, which is another way of saying what is 
meant by true profits. I am not going over all the 
ground which has been much debated, but I think 
I can illustrate the difference 
by giving a very simple example. 


` Money to Money, 
or Goods to Goods? 
Let us take a gentleman who 
for his livelihood sells matches 
in the street. We will assume 
that he had rs for which he 
bought a packet of a dozen boxes 
of matches, which, on the fol- 
lowing day, he retailed at 2d a 
box. Thereby he secures a 8 
turnover of 2s, and a Brolit of 
| 1s. But one day when ће goes 
to replace his packet of matches, 
he finds that the price has gone 
up to 15 6d; во he has to pay. 15 6d 
to replace his stock. What is his 
profit now? If you start from the 
1s and finish with the 2s at which 
he sold them, there is a profit of 
15 but if you start from the point 
when he had already bought his 
packet of matches, he starts with 
а packet of matches and nothing 
and finishes up with a packet of 
matches and 6d, so that clearly his profit is 64. 
. "That is what all the argument is about. If you |. 
start from money and finish with money, you get one 
figure; if in a period of changing prices you start 
with goods and end with goods, you get another. 
Accountants, I think, prefer to start from money and 
finish with money, while the economist prefers to 
start with goods and finish with goods, on the ground 
.that most busine&ses are continuing concerns and 
need to keep a continuous stock of physical assets in 
order to carry on their business. Therefore it is more 
realistic to assume that a company should start with 


goods-and finish with goods. However, I am not 


going to argue about the merits of those two methods; 
I am going to develop some of the problems that arise. 


Ап address delivered to the London and District Society of 
Chartered Accountants on October 24th, with Mr К. P. 
Matthews, J.P., B.COM., F.C.A., Chairman of the Society, 
presiding. 
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Money Profits and Real Profits 


We will take the economist’s point of view and say that . 


our match-seller started with a packet of matches and 
finished with a packet of matches and 6d. Therefore he 
made a profit of 6d. But a packet of matches has now 
cost him 1s 6d, and, assuming his. percentage gross 
mark-up to remain unchanged, he will be able to sell 
them at 34 a box. Therefore is 
he not indeed better off? Al- 
though he has had to pay extra, 
has he not got a real benefit, 
because he will now get 1s 6d 
margin instead of only 1s? 
The answer to that depends 
on what has happened to other 
prices. ЈЕ other prices are the 
same as they were, he is un- 
doubtedly better off, in so far as 
he will have 1s 64 to spend on his 
supper instead of 1: and so 
will have a better supper. But 
ME supposing that all prices have 
- gone up part passu with that of 
matches, so that his 1s 6d can 
only provide him with the 
same supper as formerly cost 
him rs, is he any better off? 
He will certainly be worse off on 
the day prices first go up, for 
he has only 6d to spend on a 
1s 6d supper instead of 15 on a 
1s supper. He has had to do with- 
out part of his supper in order 
to maintain his real income 
constant. То maintain his capital intact he has had 


, to plough back part of his apparent profit without 


any benefit to himself in order to keep himself in 
business. 

Let us, however, take a step further and suppose 
that he has borrowed the rs to pay for his original 
packet of matches. Now, even if all prices have gone 
up alike, he can repay his debt with two-thirds of a 
day's profits instead of the whole of a day's profits, 
so that he is better off. I think the answer is that 
whereas it is true that if all prices have gone up alike, 
the man who has provided the whole of his own 
capital is no better off, nevertheless, if he owes money 
he does get a real benefit from the change. He has 
made no profit from the rise in prices; he has 
actually made a loss in having to replace his stock but 
he has made a profit out of the fall in the real value 
of his debt. . "e. 
` The way I should like to define a real profit is this. 
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To ascertain the real profit after the maintenance of 
capital intact you have to adopt methods which will 
give you the same result that ordinary accounting 
‘methods do in a period of stable prices. If prices 
of your particular assets go up in a period when 
other prices are unchanged you are genuinely 
better off, and the rise in the money value of your 
assets is a real profit. If, on the other hand, all prices 
rise together, so that the general purchasing power 
of money falls, the rise in the money value of your 
assets is not a real profit, but is due merely to a 
change in the medium in which you are measuring. 
If, therefore, we are to maintain what economists 
call real capital intact, we cannot necessarily identify 
real capital either with physical capital or with money 
capital, but rather with the money value of capital in 
terms of money of unchanged general purchasing 
power. 
' Measuring Real Profits 
The accountant’s method of measuring profits is 
probably about as good as possible so lone as the 
measuring rod of money that he uses stays the same 
length. But in fact, during recent years the length of 
the measuring rod has varied greatly. Someone 
(I think it was Keynes) has said that using money for 
measurement is rather like adopting as the national 
unit of length the waist measurement of, shall we 
say, the Prime Minister. If one adopted such a 
standard of measurement one would get some rather 
curious results, and the country would be wise to 
try to adjust for changes in the length of his waist- 
belt in accordance with changes in the underlying data. 
In my opinion, the way to make the best of a bad 
job would be to continue to use the measuring rod of 
money, but to adjust it for changes in the general 
; Purchasing power of the monetary unit. This would 
' not present any insuperable technical difficulties, 
and various methods of doing so have been worked 
out. Very broadly, we retain all our normal accounting 
techniques as they are at present and make adjust- 
ments at the end of each financial year (a) for fixed 
assets, by increasing the depreciation allowance in 
proportion to the fall in the purchasing power of 
money since each asset was acquired; and (b) for 
stocks, by adjusting the opening or closing balances 
in accordance with changes in the purchasing power 
of money during the year. The price index to be 


used would be the same for all businesses and would · 


be fixed by the Government. 

I do not think this would present any very serious 
difficulties. We should, of course, have to carry any 
additional amount set aside for depreciation or stock 
replacement to a special replacement reserve, which 
would remain a permanent feature of the balance 
sheet unless and until replacement costs fell, when it 
would be drawn upon for the fall in replacements 
costs, which would be added to profits. 


Real Profits with Falling Prices 
It would be psychologically easier to set up such a 
system in a time of rising prices than when prices 
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were falling. If prices begin to fall, our match-seller 
will be able to sell the packet of matches, which he 
bought for 15 64, for only, say, 25 6d. If he now finds 
he can replace it for rs instead of 15 6d, he will 
still have 1s 6d left after replacing his stock. But 
ón present accounting practice, only 1s of this will be 
profit. He cannot spend the other 6d on his supper, 
because it is not profit; he does not have to pay any 
of it to the Government in tax for the same reason; 
he does not buy more matches with it because, in a 
period of trade depression and falling prices, he does 
not wish to expand his business. The 64, therefore; 
lies idle, and helps to intensify the depression. 

It would be quite logical, in the light of our earlier 
discussion, to regard this 6d (if the price fall were 
general) as part of our match-seller's profit. But if he 
has not already built up a replacement reserve in a 
previous period of rising prices, he will be obliged to 
replace the 64 cash in his balance sheet with a 
negative replacement reserve. And though, if one 
carries a replacement reserve in a period of rising 
prices, it is quite logical to carry a negative replace- 
ment reserve in a period of falling prices, I have 
never yet quite dared to suggest this to an accountant: 
I rather think that it would be a little contrary to 
custom — though, of course, customs can be changed. 
I think, therefore, that we had better introduce our 
new system in a period of rising prices, and I do not 
think we shall have much difficulty in finding such a 
period in the years to come. 


. Depreciation Allowed for Purposes of Tax 
When people have discussed this problem of main- 
taining capital intact, the discussion has centred very 
largely on the question of depreciation of fixed 
capital; but, when we come to look at figures, 
depreciation has in fact been, for practical purposes, 
the minor part of the problem. 

Mr Philip Redfern! recently made a thorough 
examination of the subject of the replacement of fixed 
assets at replacement cost. He went into it with great 
care, going back over many years. He built up a picture 
from amounts of fixed capital created in each year, 
calculating how much depreciation should be allowed, 


оп various arbitrary assumptions of course, and ће 
 cáme to the conclusion that the amount of deprecia- 


tion needed on fixed assets, broadly speaking, corres- 
ponding to those owned by companies, was not, in 
fact, so very different from the amount actually 
allowed in the post-war period. In fact, during the 
period of the 40 per cent initial allowance, it looks 
as if the Government for taxation purposes had been 
allowing companies rather more depreciation than was 
actually needed to maintain capital intact at replace- 
ment cost. With 20 per cent it was not quite enough 
and when the investment allowance was abolished 
altogether it was quite definitely inadequate, but not 
nearly as inadequate as one would have expected. 
1*Net investment in fixed assets in the United Kingdom, 
1938-53.’ Journal of the Royal Statistical Society. Series А: 
Vol. 118, 1955, pp. 141-192. 
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At present, without either the initial or investmerit 
allowance, the Government tax allowance would be 
equal to about 7o per cent of what the depreciation 
would be if calculated at replacement cost. That is 
rather interesting because on Mr Redfern's own cal- 
culation, depreciation on an original cost basis comes 
out at not much more than half what it is at replace- 
ment cost. The reason is that he used straight-line 
depreciation where I think that for tax purposes the 
majority of firms are still using the diminishing 
balance system. There is no doubt that for tax 
purposes in a period of rising prices it is a great 
advantage to use the diminishing balance method, 
because the greatest weight of depreciation falls on 
recent -purchases which have been bought at the 
highest cost, while purchases made in the more 
distant past and paid for at lower prices carry a much 
smaller share of the depreciation. 

In fact, the. diminishing balance method has, for 
fixed capital, some of the advantages of the LIFO 
method for calculating replacement stocks. It looks, 
therefore, as if, when we use the straight-line 
method, the amount of depreciation allowed for tax 
purposes is only about half what is necessary to make 
good the actual replacement cost of fixed assets 
whereas by the use of the diminishing balance method 
it is something like 7o per cent. I saw a recent report 
that in the U.S.A., as a concession to business men, 
the Treasury had authorized the use of the diminishing 


balance method as a means of lightening the burden: 


of tax by allowing a higher level of depreciation. 
With the present 20 per cent investment allowance, 


as far as Í can make out, the aggregate amount 


allowed by the Government for tax is almost exactly 
right. At the present rate of rising prices and using 
the diminishing balance method, to be allowed to 
depreciate assets over a period of ten years at 120 
per cent of their original cost just about offsets the 
rate of inflation, and the amount allowed is very 
nearly right on a replacement basis. 


Profits and the Valuation of Stocks 
What is much more serious is the effect on stocks, 
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because, although it is true that the effect is more 
temporary and that most of it is felt in the first year 
of rising prices, there have been years when the 
effect has been extremely serious. 

In 1951 the apparent profits of companies were 
some £500 million more tham the amount that they 
had left in their profits after providing for the cost 
of replacement of their stocks, and the extreme 
shortage of capital which businesses suffered in that 
year was very largely due to the fact that they had to . 
find the money out of taxed profits to replace stocks 
at very much higher prices and at the same time pay 
income tax on the profits that they were having to use 
to maintain their stocks physically intact. 

‘The only thing that saved them was the fact that 
they did not have to pay tax on their profits in the 


- year in which those profits were earned and that their 


tax reserves went up by an amount very nearly equal 
to the extra amount they had to pay for maintaining 
their stocks so the two very nearly cancelled each 


‘other out. If it had not been for that, half the 


businesses and companies would have been practic- 
ally *bust', or at.any rate would not have been able to 
maintain their scale of business by replacing their 
stocks. 

The Real Problem 


In conclusion, it seems to me that the real problem to 
be solved in a world of rising prices – and you all 
know that prices are again rising rapidly — is not so 
much that of depreciation, which in a rough-and- 
ready way the investment allowance about covers, 
although it does not cover it equally for different 
firms; one firm will have it more than covered and 
another less than covered. 

It is the problem of replacement of stock which still 
remains and might very well again give rise to serious. 
difficulties, as it did, for instance in 1951. 

If we have another period of prices rising as 
rapidly as they did in 1951, I think it should be 
accepted both by the accountancy profession and by 
the Government that when you are using a measuring 
rad of changing length it is desirable to adjust your 
measuring rod to the changes in length. 


Monopolies Report on Tyre Production 


WEEKLY NOTES 
dJa Rejected 


'The Judicial Committee of the Privy Council has 
allowed the appeal by the Canadian Minister of 
National Revenue against the decision of the Canadian 
courts in the case of Anaconda American Brass, 
of New Toronto, Ontario. It will be recalled that those 
courts had held that the tuo method of stock- 
valuation used by the company was binding on the 
Minister, for tax purposes. This decision now 
been reversed. 

The Canadian decision was the subject of a leading 
article in our issue of December 6th, 1952; we hope 
to discuss the Privy Council judgment next week. 


Several practices in the tyre manufacturing industry 
are condemned in the Monopolies Commission 
report on the tyre industry. There are twenty-two 
recommendations in all and there is unanimity in 
the great majority of them. 

The Commission consider that the discussions on 
prices within the Tyre Manufacturers’ Conference 
to strengthen the inherent tendency to reduce price 
competition, are against tke public interest. They 
recommend that the conference should cease to be 
concerned with prices and that no other organiaation 
should be established to consider them. The mainten- 
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ance of identical prices to consumers is also соп- 
sidered to be against the public interest and the 
pon the Commission (ive out of nine members) 
think that the only way to secure retail price com- 
petition is to abolish maintenance of retail prices 
and that no manufacturer should prescribe the resale 
price of tyres. The Commission as a whole are against 
the present discount system for large users of tyres. 
They do not like the ban on the manufacturer of 
: pe brand tyres for concerns outside the T. M.C. 

ut they do not consider the industry's ban .on 
the des usus of unbranded tyres to be against the 
public interest. The Commission consider that the 
maintenance of special registers for certain industries 
is against the public interest but €here is not unanimity 
within the Commission on the question of registers 
in general. They consider that the secret allowances 
paid by the Dunlop Rubber Co are a clandestine 
form of competition and better than none at all. They 
are clearly impressed with the dominant position of 
the Dunlop Rubber Co in the industry's conference 
but they do not think that the size of that company 
and its outstanding position is against the public 
interest. 

The note of dissent signed by four members of the 
Commission deals with resale price maintenance and 
the tyre trade register. They can see no justification 
for so drastic and unprecedented a step as the pro- 
hibition of fixing of resale prices by manufacturers in 
this one industry and they are impressed with the 
standard of equipment which is demanded. by those 
whose names appear on the register. . 

The Tyre Manufacturers Conference have made a 
preliminary reply to the report. It points out that 
four members of the Commission are impressed with 
the high efficiency of the industry and they have 
' seized upon the clearly anomalous majority recom- 

mendation that resale price maintenance should be 
.prohibited in this industry while it is allowed to 
flourish elsewhere. у 


Assessing Damages for Loss of Earnings 
On December 8th the House of Lords reversed a long- 
standing rule in relation to the assessment of damages 
for loss of ings in personal injury cases (British 
Transport Commission o. Gourley (The Times, 
ber gth, 1955)). Hitherto it has not been the practice 
of the Courts to make any deduction for income tax 
or surtax which might have had to be borne on the 
earnings had they been received. In future the trial 
judge will have to take these considerations into ac- 
count, and make an appropriate deduction. 

The point was first considered in 1933 in Fatrholme 
v. Firth and Brown (149 L.T. 332), where a company 
had wrongfully dismissed its ing director, 
and the damages were assessed at £18,000, which it 
was agreed would not be subject to tax in the 
plaintiff’s hands," The Court decided that no regard 
should be had, in assessing damages as between 
master gnd servant, to the servant's liability to the 
Crown, this being res inter alios acta. Accordingly, no 
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deduction fell to be made from the £18,000 in 
respect of tax. This decision was followed by the 
Court of Appeal in Billingham v. Hughes ([1949] 
i K.B. 643), where a doctor was seriously injured 
and was prevented from carrying on his activities as a 
general practitioner. The decision has now been 
disapproved. 

In Gourley’s case the respondent was a chartered 
civil engineer who had been injured in a railway 
accident, and was awarded, by the trial judge, 
damages of £47,720. In arriving at these, no deduction | 
was made on account of tax which would have been 
paid in respect of earnings. Viscount Jowitt, after 
remarking that no distinction could be drawn 
between a case where tax was deductible under 
P.A.Y.E. and one where it was payable by direct 
assessment, said that to ignore the tax element at 
the present would be out of touch with reality. The 
obligation to pay taxes was ever present in the minds 
of those who had to pay them and no sensible 
-person regarded his earnings as his available income. 
The question was what had the respondent really lost. 
The tax liability had been fixed by the trial judge at^ 
£31,025 and accordingly the damages awarded were 
reduced by this amount, Lord Keith of Avonholm 
dissented. | l 

Taxing the Totalisator 

It appears that the Race-course Betting Control 
Board may have won an appeal which they brought 
to the Special Commissioners of Income Tax 
against an assessment on them. According to a report 
in The Times on December rath, the board have been 
served with tax demands every year since the board 
were set up, but it was only last year that an appeal 
was brought. The figures are still under investigation 
and negotiation but The Times estimates that the 
saving to the-board as a result of the appeal may ap- 
proach £500,000 a year. 


Transfer of Assets Abroad 


The decision of the Court of Appeal in Bambridge 9. 
C.I.R. (33 A.T.C. 393) was upheld by the House 
of Lords on December 8th The Times, December 
gth, 1955). Тһе case turned on the construction 
of Section 18 of the Finance Act, 1936 (now 
Section 412 of the Income Tax Act, 1952), which 
is directed against the avoidance of tax by trans- 
ferring assets abroad. It had already been established 
in Congreve v. C.LR. (27 A.T.C. 102; 30 T.C. 
163) that the section could apply to a person 
who was not a party to any of the operations 
by which he acquired power to enjoy income of a 
person abroad. The latest decision establishes that a 
settlement or a will made by the person entering into 
the operations can itself be an associated operation 
within the meaning of the section, even though 
neither document expressly mentions the assets 
which have been transferred abroad or the rights in 
them. The fact that the making of a will confers no 
benefit until the testator in fact dies, does not make 
the will any less an associated operation. The rights 
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of a beneficiary under a will do not rest on the probate 
of the will, which is merely evidence, but on the 
will itself. In affirming the decision of "ће Court of 
Appeal, Lord Cobe adopted the Judgment | of 
Jenkins, L.J. (33 A.T.C., at page 394). 


Small November Gold Loss 


At the end of November the gold and dollar reserves 
stood at $2,283 million. At $14 million, the outflow 


was the smallest monthly rate of loss in the second ` 


. half of this year so far. In October, the reserves lost 
$48 million. The deficit last month was more than 
accounted for by a payment of $32 million to the 
European Payments Union as part of the October 
settlement. This means in effect that although the 
payments position is still causing a small dollar 
drain, the trading position is probably running at a 
small surplus. This sometimes happens when the 
E.P.U. settlement, which is always one month in 
arrears, involves a substantial transfer from or into 
the reserves. 7 

These figures suggest that there is a gradual if 
unspectacular improvement in the balance of pay- 
ments position. In the course of December there is 
$189 million to be paid to the United States and to 
Canada on dollar loan accounts and this will probably 
make a further call on reserves unavoidable. This 
transaction, like the monthly E.P.U. settlement in 
arrears, should not be allowed to hide the fact, 
however, that the trading position is gradually 
improving and that although the position in the 
closing months of this year does not look any better 
than, it was in the closing months of 1954, when the 
dollar trend had assumed serious proportions, the 
position is in fact very much’ improved. In the last 
quarter of 1954 the dollar trend was only beginning 
and the balance of payments position was to deterior- 
ate seriously in the New Year. In the last quarter of 
this year the trading position is definitely improving. 
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The figures suggest that the balance of payments 
position is at slightly better than break-even point 
and there are good prospects that a modest surplus 
may emerge in January. 

There is still a long way to go, however, before 
there is likely to be a surplus large enough to allow 
this country to transfer capital abroad on a scale 
which is anywhere near the potential demand for it. 


Exports in November 


The crude adverse balance, measured as the difference 


between total visible imports and total visible exports, 
increased in November from [52:8 million to £70 
million. Thus, although it is better than the monthly 
average this year, it brings to an end a noticeable 
recovery which had been apparent in the figures in 
September and October. 

Over the month, exports were reduced by about 
£8 million to £272 million while imports increased 
by about До million to £342 million. There was a 
drop of £5 million to £28 million in exports to North 
America and the fall was common to both Canada and 
the United States. While some of the increased value 
of imports may be due to higher prices, a good deal of 
it seems to have been caused. by increased. imports of 
coal and petroleum products while shipments of manu- 
factured goods, iron, steel and non-ferrous metals 
also increased. It is possible, so far as exports are 
concerned, that most of the drop on the month was 
caused by the decline in exports to North America. 
Altogether, the provisional es for November are 


neither very illuminating nor very satisfactory. The , 


publication of the complete returns for the month 
will be awaited with interest. To judge from the 
provisional figures the visible deficit has taken a 


turn for the worse just at a time when particularly . . 


heavy 
country's gold and dollar reserves to service the 
Canadian and United States loans. 


REVIEWS 


'The Practice of Management 

by Peter F. Drucker 
(William Heinemann Ltd, London. 25s net.) ` 
In his new study on the nature and place of manage- 
ment in modern society, Mr Drucker divides his 
main thesis into five parts. The first part deals with 
the creation, the management and the objectives of 
a successful business. 

The second stresses the truth that management, in 
the generic sense, is not a dictatorship but a collec- 
tion of individuals attuned to work harmoniously as 
a team. Then, having demonstrated the need for an 
administration with vision and balance, Mr Drucker 
reviews, thirdly, the structure of management. In 
his opinion, the executive, in order to justify its 
existence, must fulfil three conditions: it must be 
geared for business performance with the minimum 
of bureaucracy; it should contain the least possible 


number of management levels; and it should provide 
for succession at the top levels. Further, it should 
pursue one or both of two policies – federal decentral- 
ization and functional decentralization. The first of 
these divides the organization into autonomous 
units of production, each with its own product, 
market and accounting records. The second creates 
units with responsibility for separate major stages in 
the process of production. Among the chief advan- 
tages of decentralization is that it allows for growth 
with the minimum of aterian to the basic plan of 
administration. 

In the fourth and fifth pane of his book, Mr 


ayments have to be made out of the ^ 


Drucker considers in some detail the human element : 


in industrial relations, particularly in the light of 
recent spectacular advances in technology. Ја his 
final analysis of what it means to be a manager, he 
suggests, in effect, that everyone who works in an 
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executive capacity should strive to create, consolidate 
and perpetuate the business with which he is asso- 
ciated. This he can best do by determining his 
objectives, organizing his resources accordingly, 
making his section run smoothly, measuring perform- 
ance and developing character and capacity in his 
subordinates, То many already striving with varying 
degrees of success to do all this, these precepts from 
the cloisters may seem like a counsel of perfection. 
This, however, does not detract from their funda- 
mental soundness and it may fairly be said that 
Mr Drucker, in an outstanding book, has designed 
a noteworthy pattern for management. 


The Stock Exchange Official Year Book, 1955 
olume I 
. (Thomas Skinner & Co (Publishers) Ltd, London. 
Volumes I and IT, £7 net) 
The 1955 edition of The Stock Exchange Official Year 
Book has now been completed with the publication of 
Volume II of this important work of reference. 
Volume I was published in March. 

The new companies added to the 1955 edition 
number about one hundred and Volume П, which is 
devoted to the commercial and industrial and mini 
sections of stocks and shares quoted on the London 
and associated stock exchanges, now gives full par- 
ticulars of more than 6,250 securities. There are over 
4,800 commercial and industrial and 460 mining 
securities quoted on the London Stock Exchange and 
about 1,000 quoted only on the associated stock 
exchanges, including those in Dublin, Belfast and 
Cork as.well as the English and Scottish exchanges. 
Particulars are also given of a number of companies 
whose securities are not quoted. 

. This volume also contains the combined index of 
the whole 1955 edition, as well as the classified list of 


quoted commercial companies under their various” 


trade headings and the list of Johannesburg securities 
in which dealings are permitted in London. The 
number of entries in the combined index is about 
26,000, including many hundreds of controlled or 
subsidiary companies which are referred to in the 
particulars of their parent companies. 


Register of Defunct 
and Other Companies, 1955 
(Thomas Skinner & Co (Publishers) Ltd, London. 
£1 105, including postage) 
This Register gives details of about 22,000 companies 
which formerly appeared in the Stock Exchange 


Official Year Book. ‘The new edition gives the final , 


пир of about 150 additional companies whose 
quidation has been ‘completed. Details have been 
added of the payments made to former holders of 
nationalized gas securities out of the accumulated | 
reserves of the old gas companies as a result of a 
decision of the Court. The scope and value of this 
book increases each year and it is unrivalled in its 
usefulness in dealing witf deceased estates and tracing 
the value of old certificates no longer known on the 
markets, 
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SHORTER NOTICES 


CO-PARTNERSHIP RE-EXAMINED, by William Wallace, 
C.B.E. (The Industrial Co-Partnership Association, 
London. 4s 6d net. Mr Wallace is chairman of 
Rowntree & Co Ltd, and a student of sociology. 
His lecture, delivered at the summer conference of the 
Industrial Co-Partnership Association at Oxford in 
July and now published in booklet form, is a thought- 
ful restatement of the philosophy of profit-sharing 
and co-partnership schemes and of the need, in his 
opinion, for the extension of them in British*industry. 
Particulars of some representative schemes, past and 
present, are given in an appendix. 

Muwno's ELEMENTARY BOOK-KEEPING (Fifteenth 
Edition), by Andrew Munro, r.c.1.8. (Sir Isaac Pitman 
& Sons Ltd, London. 9s 64 net.) The miscellaneous 
exercises in this new edition of the familiar Munro 
have been revised but the text, apárt from minor 
amendments, is unaltered. The present editor is 
Mr Alfred Palmer, А.5.А.А. | 

REGISTER OF SURVEYORS, LAND AGENTS, AUCTION- 
EERS AND ESTATE AGENTS, 1954-55.. (Thomas 
Skinner & Co (Publishers) Ltd, London. [2 post 
free.) This Register brings together, within one 
authoritative volume, information regarding The 
Royal Institution of Chartered Surveyors, The Land 
Agents’ Society, The Chartered Auctioneers’ and 
Estate Agents’ Institute, and The Incorporated 
Society of Auctioneers and Landed Property Agents. 
These four professional societies, embracing in all 
a corporate membership of 26,500, preserve a 
séparate identity and outlook but sustain a close 
‘contact for the maintenance of a high standard of 
professional ethics. The lists of members of each of 
the four societies have been consolidated into a 
combined register and there is also a town register. 
Other features of the book are historical details of the 
formation and development of the societies, names of 
the members of their councils and a broad selection of 
official information. 


RECENT PUBLICATIONS 


TAXATION? MANUAL: INCOME ТАХ AND SURTAX LAW AND 
Practice, 8th edition, compiled by barristers and experts 
under the direction of Ronald Staples, Editor of Taxation. . 
xx--441 pp. 8¢ X si. 25: net; 25s 7d post free. Taxation 
Publishing Co Ltd, London. 

NVERTINO A BUSINESS INTO A PRIVATE COMPANY. 15th 
edition, by Stanley Borrie. 62 pp. 74X5. 4s 6d net. 
Jordan & Sons Ltd, London. 

WEALTH AND INCOME: AN ANALYSIS OF THE ECONOMIC AND 
FINANCIAL SYSTEMS OF AUSTRALIA AND GREAT BRITAIN. 
and edition, by Brian Tew, B.sc.(ECON.), PH.D.(CANTAB.), 
xiv-+266 pp. 9 X 54. 30s net. Melbourne University Press, 
Carlton, Victoria; Cambridge University Press, London. 

CORPORATION ACCOUNTS AND STATEMENTS, by William A. 
Paton, PH.D., С.Р.А., LITT.D., with the assistance of 
' William A. Paton, Jun., A.B., ВА. PH.D. xx+740 рр. 
84 sk. 477 net. The Macmillan Company, New York 
and London. 

UmpsRHILL'S Law RELATING TO TRUSTS AND TRUSTEES. 
5th Cumulative Supplement to dr edition, by M. M. 
Wells, M.A., Barrister-at-Law. iv а рр. 10X6. 3s 6d 
roy 75 xod by post. Butterworth & Со blishers) Ltd, 
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FINANCE AND COMMERCE 


Opening of a three-week account and the appearance 
of another steel share issue has seen a check to the 
rally in industrial equities. With the mid-January 
credit tightness also to be considered, markets are 
likely to become quieter. 


Joseph Lucas 

Have the critics been unkind to the Joseph Lucas 
accounts? ‘Lex’, on the front page of The Financial 
Times, wrote: ‘It would be remarkable if the average 
investor is able to understand what happened to 
Joseph Lucas (Industries) in 1954-55 either from the 
preliminary statement or from the consolidated 
profit and loss account or the chairman’s statement 
with the annual report.’ 

Frederick Ellis, in his Daily Express column, 
thought shareholders must wonder just what their 
company’s profit was for last year. The company, 
he says, reports a figure of £1,228,000, but on 
another page of the accounts, there is a ‘consolidated 
surplus’ of £1,801,000, and elsewhere there is a net 
income figure of £2,207,000. What he likes is ‘the 
old, straightforward, trading profit before anything 
has been knocked off’. 


"Take Home’ Profits 

Are the critics justified? They have quite a lot of 
experience in extracting the main points from com- 
pany accounts. If they feel that the form used leaves 
them mentally giddy во that they are not quite 
certain what they are looking at when they read 
‘Consolidated surplus from operations after taxation 
and deductions as below’, then one may take it that 
the figures need a bit of investigation and sorting out 
before one can get to grips with them. 

Probably the objective in this profit and loss - 
account was to get the emphasis on what the worker 
in the Lucas factories would call his чаке home' pay 
~ Һе amount he finds in his pay packet after all the 
deductions from the gross that modern society 
demands. This approach to the problem of what is 
profit has been used rather frequently recently by 
company chairmen. There has been an emphasis on 
the fact that the Chancellor of the Exchequer takes 
more than half any profit – while bearing nothing of 
the Іоззев – and a recommendation that shareholders 

, вее the results of the company’s operations in the 
same light as the worker sees his. 

It is not so simple, however, to focus the attention 
in company accounts in that way when common 
DEMO has it otherwise. 

Angle of View ? 

Most of us, like Mr Ellis, prefer to start as high as 
possible up ‘the account of operations ‘before anything 
has been knocked off’ and then to knock off the debits 
as they come; the depreciation, the taxation and then 
finally arrive at the amount left for the disposal of the 
company and its shareholders. . 

‘Lex’ found the allocation of the income of the 


organization for 1954-55 more useful than the profit 
and loss account itself. "The item here’, he wrote, 
‘which is exactly identifiable in money terms is 

“net dividends to shareholders”. Using this figure 
and the corresponding 1 item for 1953- 5^ the following 
picture’, he said, ‘can be built up.’ 

‘In 1954-55, the income of the group rose from about _ 
£72 willion to about £88 million, trading profit 
before tax from about {9-2 million to {10-3 million 
and net profit, after tax, from about 23:6 million to 
£49 million.’ 

There is, in fact, a natural order in which one 
calculates and views profits and their allocation. 
Any fundamental alteration to emphasise, in the 
first line, some particular aspect of profit, changes 
the angle of view and is liable to leave the reader 
of the account wondering what it is he is looking at: 


Employee Creditors 

With all the talk about co-partnership, employees’ 
shares, etc. we have heard nothing, if memory 
serves, of the idea of inviting workers to become 
creditors of the company that employs them. This 
line has been taken by John Dale Ltd, makers of 
tins, collapsible tubes, etc., which offered to em- 
ployees 6 per cent unsecured convertible loan stock. . 
The minimum subscription was £50 payable in one 
amount on January 3186, 1956, or as to 1s in the £ 
on that date and the same amount every half-year 
after; or by monthly instalments deducted from wages 
on the last pay day of each month. : 

Loan stockholders will be able to Übung their 
stock into ordinary shares after December 3181, 1958, 
and before July 31st, 1965, at a price of 12s 6d 
"per share, £50 of stock thus changing into eighty 
ordinary shares. 

The offer was very successful. Applications were 
received for more than the £125,000" available and 
applicants for the larger amounts received reduced. 
allocations. We were rather surprised to see in the 
company's announcement of this result, however, the 
statement that the offer gave employees “а chance to 
become shareholders'. 

Accepting the fact that the unsecured loan stock 
is convertible into ordinary shares at a fixed price of 
125 6d each, the way to a shareholding has certainly 
been opened. As we see it, however, the real interest 
in this offer is that it offers the chance to employees 


• to become creditors at a useful rate of interest. 


: Money Market 

Little change was made in Treasury bill conditions 
on December otli. Applications for the 63-day bills 
jum £61,230,000, Th 

£4 15 6:694 per cent. In the 91- Muy bills applications 
totalled 1367, 135,000 and ше rate was held.at ап 
average of £4 14-350 per с *nt. This week the offer 
of the shorter bills. is 560 million and of the ager 
£220 million. 


e average discount rate was ` 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. — 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Repairing Leases 


Sir, – Мау I say how heartily I agree with the 
comments of your correspondent, Mr G. L. Mortimer, 

„of Darlington (issue dated November 26th) and 
endorse the remarks in his last paragraph? 

Other practitioners who have felt the same way, 
but who have given way in the end because the 
Revenue were adamant, might like to have the 
following details of a line of argument which I have 
used successfully in a number of cases. The basic 
point is, of course, that repairs to rented premises 
are really additional rent. 

In the Finance Bill debates in 1952, Viscount 
Hinchingbrooke moved a new clause providing for 
the extension of maintenance relief to persons 
occupying premises under full repairing leases, 
pointing out that many such properties in London 
were falling into a dilapidated state because, with 
the rising cost of repairs, the occupiers could no 
longer afford to do necessary repairs. 

Rejecting the proposed new clause on behalf of 
the Government, the Solicitor-General (Sir Reginald 
Manningham-Buller) said: 


“What did rather surprise me in my noble friend’s 
speech was that he did not endeavour to meet the 
point – and I think it is a substantial and a difficult 
point ~ advanced on the previous occasions by my 
predecessor in replying to his proposals in 1946 
and 1947. One really cannot ignore, as my noble 
friend suggested one should, the fact that a tenant 
who agrees to enter into a lease, a full repairing 
lease, will, because he is accepting an obligation to 
execute all the repairs, normally be able to secure a 
lower rent than he would if the landlord were liable 
for all the repairs and the tenant for none. І am sure 
that my noble friend must recognize that that must 
be so, whatever the general levels of rent may be, 
however the general levels rise or fall. The tenant 
who accepts an obligation to execute repairs will 
normally secure a tenancy at a lower rent than a 
tenant who leaves the landlord to execute repairs. 

‘If that is so — and I believe that it is – the tenant 
who is undertaking the obligation to do repairs is 
really saying this — із he not? — to his landlord: “I 
will undertake to pay the repairs, whatever they may 
cost, to the premises you are going to let me 
occupy, and, as I am undertaking that, I will pay 
you, and you ought to accept, a lower rent than if 
you were taking that obligation upon yourself”. 

‘Tf that is the right way that this should be looked 
at — and I believe that it is - and it may be a good 
bargain for the tenant or a bad one, depending upon 
the condition of the premises and the extent of the 
liability to repair — if that is the right way to look at 
this, surely one is driven to this conclusion, that the 
acceptance of liability by а tenant on а full repairing 
lease is an acceptance of an obligation in lieu of a 
payment of a higher rent, and whatever he pays on 


repairs is, although it is paid on repairs, equivalent 

to the payment of a higher rent. (Hansard, May 

28th, 1952.) 

I have found that when this quotation has been 
introduced into the argument there has usually been 
a long pause (no doubt indicating reference of the 
matter to head office) after which even the most 
emphatic Inspector has found some pretext for 
letting the matter drop without adjustment. 

It will not get an allowance for tenant's improve- 
ments (which term includes the cost of adapting 
premises to the purposes of a new occupier) since 
there are such things as premiums under leases as 
well as rent, but it should see practitioners safely 
over any difficulty about such items as painting and 
decorating and general building repairs. 

Yours faithfully, 


Sunderland. JOHN H. LUNDY. 


*Principles of Consolidation' 


Sir, ~ I have just read the article entitled ‘Principles 
of Consolidation' in your issue of November 26th. 
In this article the question of the tax on inter- 
company dividends is dismissed as follows: 

“The adjustment is to the income tax account 
obviously.’ 

I consider that this dismisses rather summarily an 
interesting question, that is to say, whether or not 
the dividends in a company’s profit and loss account 
should be shown gross or net. In the case of a group 

with inter-company dividends, the position is usually 

that the paying company shows the dividend net 
whereas the receiving company shows the dividend 
gross, with the result that both companies have 
included the tax on the inter-company. dividend in 
their tax appropriation figures. The total of all the 
income tax shown as suffered in the profit and loss 
accounts of each company in the group does, there- 
‘fore, when added together, come to more than the con- 
solidated tax figure or actual tax likely to be suffered 
by the group. This is obviously wrong and requires 
the above-mentioned consolidating adjustment. 

This seems to me to be one of the strongest argu- 
ments against showing the dividends payable net, for, 
quite clearly in this case, both paying and receiving 
companies are claiming to suffer the same tax. 

Actually, in the standard layout of the profit and 
Joss account where the dividend payable is shown net, 
"the amount shown as ‘tax оп the profits of the year’ 
includes an element of tax recoverable from share- 
holders which actually may never be suffered by any- 
one and is certainly not suffered by the company but 
merely collected in the same way as is the tax on 
debenture interest payable etc. and, indeed, similarly 
to the tax on directors’ enioluments and other items 
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which, though paid net, are all shown in the statutory 
profit and loss account gross, to the apparent confusion 
of many lay shareholders who frequently compare 
unfavourably the dividend due to them, and shown 
net with the directors’ emoluments shown gross. 


Yours faithfully, 
London, SWI. H. O. JONES. 
The Accountant in Practice and the 
Small Client 


Sir, - Mr Westwick’s letter in your issue of December 
roth may seem at first reading to cover old ground. 
On the other hand, I still see many accounts for sole 
traders and partnerships which contain ‘to’ and ‘by’, 
‘assets’ and ‘liabilities’, ‘reserves for accrued charges’ у 
‘fixtures, fittings and goodwill’ lumped together in 
one figure, and no comparative figures. The justifica- 
tion for this old-fashioned and unhelpful treatment 
is that the accounts are only prepared to settle tax 
liability. The information from which they are com- 
piled is insufficient and anyone who relied on them 
to run a business would be courting disaster. 

Mr Westwick notices that if it were not for taxation 
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purposes few accounts of this description would be 
compiled. The small business man who is no fool 
knows why. Accountants in the majority of cases can- 
not help him very much. Any accountant who has 
tried to help a small client who has asked for advice 
knows the difficulty. The problem may be to secure 
a more liquid position. The stock is usually as low as 
the business will allow, the living expenses are the 
same, the overheads are fixed, the lees will not 
allow more credit and there is not enou 
for a loan. The client knows this before he sees his 
accountant. 
before he asks the questions. The client has a good 
natter over his business worries to an accountant who 
produces his few platitudes with the air of a financial 
wizard. Nothing is done. The next year the client 
turns up as large as life or sells the business to a friend 
for a fabulous goodwill figure. Most of us could, if 
we had the time and patience, produce accounts 
which would justify our calling ourselves accountants. 
They would be as much use as a pair of analyst's 
scales in a coal yard. Yours faithfully, 
Coventry. ALEX. HARRISON. 


CURRENT LAW 


Hire-Purchase 


(Commercial) Lid v. 
Parkway Motors Ltd ([1955] 2 АП E.R. 557), the 
plaintiffs entered into a hire-purchase agreement in 
regard to a motor-van. The hirer sold to Т., who, in 
turn, sold to the defendants, while the agreement was 


still in force. In January 1954 the plaintiffs gave notice , 


terminating the agreement and the defendants 
tendered the plaintiffs the balance of the hire plus 
тоғ, which the plaintiffs refused-to accept, claiming 
instead the return of the van or its value. 

By the agreement, the hirer agreed not to sell, 
assign or charge the goods, but he was entitled on 
payment of all the instalments and moneys due to 
purchase the van for ros. > 

McNair, J., held that the hirer, by the terms of the 
agreement, was prohibited from assigning the goods or 
the benefit of the contracts and therefore could not pass 
any rights. Thus the defendants had no rights 
enabling them to cut down the plaintiffs’ right to 
recover the value of the goods. The latter were thus 
entitled to the van or its value. 


Infants Jointly Entitled: Duty of Trustees 


In Hawksley v. May and Others ([1955] 3 All E.R. 
353), the plaintiff and C. who were infants, became 
entitled to a fund appointed to them. The two became 
of age, the first in 1939 and the second in 1942. 
‘The trustees did not tell the plaintiff of his rights and 
no capital or income was paid to him. In 1942 C.’s 
share of the trust funds was transferred to her. 
Havers, J., held that: 


(a) the plaintiff was entitled on reaching 21 
years to half of the income, although the tenancy 
had not then been severed; 

(5) the tenancy was severed early in 1942 or at least 
by the transfer of C.’s share to her later in the 
year; 

(c) the trustees were under a duty, on his reaching 
his majority, to inform the plaintiff of his 
interest; . 

(d) the trustees should have paid his share of the 
income to the plaintiff without any demand by 
him and the capital to the two jeint tenants also 
without any demand and, after severance, to 
each severally without any demand. 


Legal Aid Moneys: Garnishees 


Under the Legal Aid and Advice Act, 1949, and the 
Legal Aid (General) Regulations, 1930, damages 
ordered to a person legally aided were paid to the 
Law Society, who paid part to the plaintiff, retaining 
a balance to meet authorized deductions. A judgment 
creditor of the successful litigant served a garnishee 
order on the Law Society, which order was in due 
course made absolute. Тће judgment debtor appealed 
on the ground that at the time of service of the order 
there were no moneys owing or accruing due to him 
by:the Law Society. 

А Divisional Court held that there was an existing 
debt even though its amount had not been ascer- 
tained. The making of Фе order absolute was, 
therefore, right. (Dawson v. Preston (Law Society, 
Garnishees) ([1955] 3 AH E.R. 314). - * 
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LONDON CHARTERED ACCOUNTANT 
STUDENTS’ ANNUAL DINNER 
ACCOUNTANTS AND SOLICITORS 


The forty-second annual dinner of the Chartered 
Accountant Students’ Society of London, held at 
Grosvenor House, London, W1, last Monday, was 
attended by about 1,090 members and guests ~ yet 
another record ~ who were received by the President 
of the Society, Sir Harold Gillett, m.c., F.C.4., who 
presided. 
The Company 


Among those present were Mr W. S. Carrington, 
F.C.A., President of The Institute of Chartered Account- 
ants in England and Wales; The Rt. Hon. Sir John 
Morris, C.B.E., M.C., Lord Justice of Appeal; Professor 
A'L. Goodhart, K.B.E., Q.C., D.C.L., Master of Univer- 
sity College, Oxford; Air Chief Marshal Sir Donald 
Hardman, K.C.B., C.B.E., D.F.c., Air Member for 
Supply and Organization, Air Ministry; Sir Denys 
Lowson, Bart., M.A., F.C.I.S., formerly Lord Mayor of 
London; Sir Harold Howitt, с.в.Е., D.8.0., M.C., D.C.L., 
D.L., J.P., F.C.A., Vice-President of the Students’ 
Society; and . 

Messrs Alexander i W. Allen (a Secretarial 
Assistant of the Institute); W. G. Allen, r.c.A. (Sheriff, City 
of London); Н. Garton Ash, O.B.E, M.C., F.C.A. (a Past 
President of the Institute); Sir Harold "Barton, E.C.A. (a Vice- 
President of the Students’ Society); Professor W. Т. Baxter, 
B.COM., C.A. (Professor of Accounting, University of London); 
Mr К. W. Bevan, A.C.A. (Chief Accountant, British Over- 
seas Airways Corporation); Sir John Braithwaite (Chairman, 
The Stock а aa osi Messra E. H. Bridgwater, 
Е.А.С.С.А., A.C.I Chairman, Association of Certified and 


Corporate Accountants’ Students’ Society of London); J. F. > р 


Bunford, M.A., F.8.8., F.1.A. (President, Institute of Actuaries), 

Lieut. "Сеп. Sir Maurice Chilton, K.B.E., C.B. 
master-General to the Forces); Messrs Douglas А. Clarke, 
LL.B., 
Leslie Cork; А. W. C. Dascombe (Secretary, Bank ef 
England); A. S. Н. Dicker, M.B.E., r.C.A. (Vice-President of 
the Institute), Miss Margaret Fox, А.С.А. (Hon, Secretary, 
Women Chartered Accountants’ Dining Society); Sir Henry 
Hancock, K.C.B., K.B.E., C.M.G. (Chairman, Board of Inland 
Revenue); Mr M. С. J. Harvey, A.C.4. (Accountant and 
Appointments Officer of the Institute); Sir Graham Hayman 
President, Federation of British Industries); Sir Wyndham 

) irst, K.B.E. (Public Trustee). 

Messrs Dudley W. Hooper, M.A., A.C.A. (Chief Organizing 
Accountant, National Coal Board); D. V. House, F.c.a. (а 
Past President of the Institute); J. M a CBE, ACA. 
(Finance Member of Coal Board); P. Legge (Member of 
Council, Stock Exchange, London); C. Н. S. Loveday, A.C.A, 
(an Assistant Secretary of the Institute); Alan S. Maclver, 
M.C., B.A. (Secretary of the Institute); Brian Manning, D.L., 
J-P., РАСА. (a Vice-President of the Students’ Society); Sir 
Theobald Mathew, K.B.E., M.C. (Director of Public Prose- 
cutions); Messrs R. P. Matthews, J.P., B.COM., F.C.A. (Chair- 
man, and District Society of Chartered Accountants; 
Hon. Treasurer of the Students’ Society); C. D. Morley 
(Secretary, Council of the Stock Exchange). 

Messrs Bertram Nelson, J.P., F.S.A.A. (President, Society 
of Incorporated Accountants), E. 'H. Nichols, T.D., B.A., LL.B. 

Con Clerk, City of London); Walter С. Norton, M.B.E., 
President, The Law Sofety); Sidney A. Perrin (Prime 

Wa Я Worshipful Company of Basketmakers); B. G. 

» Porter, D.C., F.C.L8. (President, Chartered Institute of 
Secretaries); W. A. Purdie (Semior Principal Inspector of 


F.c.A. (a Vice-President of the Students’ Society); : 


Taxes); Cecil Rait, M.C., т.р. (Deputy Chairman, Charter- 
house Industrial Development Co Ltd); Mrs E . M. Rankin, 
J.P. (Vice-Chairman, London County Council; “Col. Charles 
Reid, D.8.0., M.A., С.А. (Chairman, Association of Scottish 
Chartered Accountants in London). 

The Rt. Hon. Sir Hartley Shawcross, Q.C., M.P. (Chair- 
man, General Council of the Bar); Messrs Ronald Staples 
pep ca inh ‘The Accountant’); Ralph 'T'adman (Chair- 
man, The Baltic Exchange); W. L. Talbot, F.C.1.8., F.T.L.I., 
F.R.ECON.S, (Member of Council, Chartered Institute of Secre- 
tartes); H. W. Thomson (Librarian of the Institute); Sir 
Lionel Thompson, c.B.&. (Deputy Master, Royal Mint); 
Rev. J. F. D. Trimingham, M.A. (Rector, Guild Church of 
St Lawrence Jewry), Rear-Admiral К. D. Watson, C.B.E. 
(Fourth Sea Lord); Messrs C. Н. Wigg (General Manager's 
Assistant, Lloyds Bank); L. J. Williams (Chief General 
Manager, National Provincial Bank). 


Tax Payments 4,000 Years Ago 


Proposing the toast of "Ihe Students’ Society’, the 
Rt. Hon. Lord Justice Morris, C.B.E., м.с., said i in the 
course of his speech: 

' “There have, I think, always been close associations 
between the law and your profession of accountancy, and I 
think they are very close today. I do not think that there is 
any expectation at the moment that either side will come 
along with a take-over bid. (Laughter.) 

‘I do not know which is the older; I should rather think 
that it is the legal profession, though I suppose that as long 
as men have paid taxes there must have bon accountants, 
Indeed, I believe there are in existence in Egypt some 
récords, 4,000 years old, which are, I think, painted on 
apyrus and which record certain payments of taxes. I think 
it is difficult for any of us even to imagine the untaxed man 
(laughter), but I should think as regards those Egyptian 
taxpayers that they probably sat as models when the 


-Sphinxes were erected.’ (Laughter.) 


‘Reserves’ 

He continued: 

‘Speaking as a very humble layman, I have sometimes 
wondered whether it would be possible to devise a word to 
be used in balance sheets as an alternative to the word 
‘reserves’. The uninitiated can look at a balance sheet and 
see the word “reserves” and opposite to it they see a figure 
in £s — shall I say, Ето million. (Laughter.) You must for- 
give them if sometimes they think that that means that that 
company has, in reserve, £10 million. (Laughter.) And if, 
in sorne moment of crisis, or if there is some demand, you 
must again forgive the uninitiated if they tend to say: "Now 
is the moment to draw upon your reserves of £10 million". 
(Laughter.) Of course, if they looked at the other side of 
the balence sheet they might see that there was a large over- 
draft with the bank. (Laughter and applause.) 

“Мау I just say,’ he concluded ‘that there is one feature 
between your profession and the legal profession which is 
common, and it is this: the lawyer or the accountant may 
strive mightily, faithfully, and ardently for his client, but 
there is at all times a higher loyalty; and that is the loyalty 
to the cause of truth and just dealing.' (Hear, hear and 
applause.) 


Future of the London Students’ Society 


Replying to the toast, Mr A. R. Whyte, Chairman of 
the Committee, spoke of the Society's activities. He 
continued: 
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‘Of special importance recently have been the Society’s 
move to its own premises in 1950, the much-used library 
and reading-room, and the first residential course at Oxford 
last year. 

‘As for the future,’ he went on, ‘we would like to see more 
active and less passive interest in the Students’ Society; we 
would like to see more nominations for the committee; and 
we would like to see a still further extension of the interest 
in the affairs of the Society. We would like to have more 
help from principals.’ (Applause.) 

The toast of "The Visitors’ was proposed by Sir 
Harold Howitt, G.B.E., D.8.0., M.C., D.C.L., D.L., J.P., 
F.C.A., a Vice-President of the Society, and Air Chief 
Marshal Sir Donald Hardman, K.C.B., C.B.E., D.F.C., 
Air Member for Supply and Organization, Air Min- 
istry, replied. ) 

Froposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Professor A. L. 
Goodhart, K.B.E., Q.C., D.C.L., said in the course of his 
speech: : 

‘Although people refer sarcastically, occasionally, though 
in good humour, to both the legal and the accountancy 
professions, they know really that to a very great extent the 
we of the country depends on our two professions. I 
think, if I, as an American, may say so, it is interesting that 
the two things that a foreigner always looks at with the 
greatest respect in this country are British justice and British 
accountancy: It is in both of those professions that the 
British have set a standard which is acknowledged through- 
out the world and I think it ів important to remember that 
in the last analysis, that depends on character and not the 
trust which the people can put in both of us. 

‘And so I think both lawyers and accountants are entitled 
and ought to be proud of their professions.' (Applause.) 


Accountants and Solicitors 


Replying to the toast, Mr Carrington said in the 
course of his speech: 


Sir Arthur Goodhart is a distinguished lawyer and 
a distinguished university don; his presence and that of 
several other distinguished lawyers and leaders of other 
professions makes it appropriate that I should remind our 
students and our younger members that our Council has 
made pronouncements about the proper functions of 
accountants and solicitors in connection with the estates of 
deceased persons and in connection with the formation of 
companies; these pronouncements are, of course, to be 
found'set out in full in the Members! Handbook, and I 
commend them to the attention of all concerned. As I have 
said elsewhere, the proper attitude for us to adopt in these 
matters is “let the cobbler stick to his last”, 

‘It is perfectly right and proper, and very often most 
beneficial for the parties concerned, for the accountant to 
advise on matters within his professional orbit when wills 
or memorandum and articles of association are in course. 
of preparation, but the accountant ought not to attempt to 
settle the documents in final form; any suggestions he 
makes should be with a view to assisting those responsible 
for putting them into legal form. My ideas on this subject 
are reciprocated in a large measure by the President of the 
Law Society, Mr Norton, who said in the course of his 
-address at the Law Society's annual conference at Llandudno 
this autumn: “I am one, as you will have gathered, who 
thinks that the greatest efficiency comes from applying 
the principle of ‘each man to his own trade’ rather than 
from ‘the jack of all trades’, and I sometimes wonder 
whether as a profession we always make the best use we can 
of the talent at our disposal in the other professions". 
After developing his theme, Mr Norton continued: “Тһе 
majority of us general practitioners cannot claim an expert 
knowledge of many matters which arise extrinsically and 
adventitiously in the course of guarding our client's interest 
and I believe that we might not only provide a better service 
for our clients, but indirectly benefit ourselves in our 
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practices, by calling into consultation more often than we 
do (of course, with our client's approval) upon mattera 
within their proper field, competent members of the other 
professions." 

"Iime does not permit me to read to you the whole of the 
relevant passages of Mr Norton’s s h, but I am hopin, 
they will be reproduced in The p inanis and 1 woul 
like to take this opportunity of saying that I wholeheartedly 
agree with his remarks in this context of the relationship 
between the professions.! . 3 

‘It is, in my view, most desirable that the members of 
the various professions should not undertake work which, 
by tradition and training, is quite properly regarded as the 
preserve of other professions who are subject to strict 
rules of professional discipline and have undergone a long 
and strenuous training to qualify them to practise in their 
respective fields. 

'It would be a tragedy if in this country we were to 
experience anything like the acute and serious controversy 
now going on in the United States between the accountancy 
profession and the legal profession in relation to tax work. 
Fortunately, there is no danger of such a situation arising 
here, but on all matters where our clients need both 
accountancy and legal services, let us see to it that they 
obtain professional accountancy services and professional 
legal services. I feel sure we can count upon the Law 
Society to encourage solicitors to take the same view. 


'Fheoretical and Practical Sides of the 
Profession 


‘One or two professors of accountancy seem to have sensed 
in some of my recent speeches a lack of friendliness towards 
university chairs of accounting. This is far from the case. 
At the moment an outsider might well think that the prac- 
tising side of the profession and the university teachers of 
accountancy stand in relation to one another much in the 
same way as a distinguished New Zealand writer has 
described the position as between the North Island and the 
South Island; that is so say, separated by a small stretch 
of sea and a vast amount of jealousy. (Laughter.) 

‘I would not put it that way, but I do think we need a 
bridge between the theoretical and the practical sides of 
the profession, and I am anxious to help construct that 
bridge and I want it to be like the Sydney Bridge – providing 
an adequate measure of two-way traffic of various means of 
locomotion and at varying speeds. Some may have thought 
that my recent speeches were hardly intended to be helpful 
in this respect; as I have said, I want to see the bridge 
built, but my-immediate concern is to clear the bush and 
the undergrowth and to see that the fdundations are on 

d solid rock rather than on the sandy beaches beloved 
Ey ikose whose vision of Sydney Harbour is to be on 
Bondei Beach with a blonde. (Laughter.) 


Students’ Societies 


‘The students’ societies, of which there are no less thin 
twenty-six in England and Wales, and of which London is 
by far the largest, play a most important part in the едиса~ 
tion of our students, both in the technical and in the 
broader sense of the term, and the Council of the Institute 
is ever mindful of the valuable work done by the students’ 
societies in these respects. We place great stress indeed on 
the value of the facilities afforded by the students’ societies, 
and I would like to impress on principals the need for them 
to co-operate by allowing their articled clerke full facilities 
for attendance at lectures and other kindred functions 
arranged by the students’ societies. 

'Y would also like to stress the importance of students’ 
societies having suitable officers and the great need for 
principals to co-operate by encouraging their articled 
clerks to take up office and to carry out their duties to some 
extent in office time.’ . 

A toast to “The Presidett of the Society’ was pro- 
posed by Sir Denys Lowson, Sir Harold Gillett replied. 


1 See leading article in this issue. 
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THE INSTITUTE OF CHARTERED . 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, December 7th, 1955, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: ' 

Mr W. S. Carrington, President in the chair; Mr A. 8. Н. 
Dicker, Vice-President; Messrs Н. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr Т. А. Hamilton 
Baynes, Sir Bernhard Binder, Messrs J. Blakey, C. М. 
Boyce, c.B.&., W. С. Campbell, P. Е. Carpenter, D. A. 
Clarke, S. W. Cornwell, E. C. Corton, W. G. Densem, 
W. W. Fea, С. R. Freeman, Sir S. Н, Gillett, M.c., Messrs 
Р. Е. Granger, D. V. House, Sir Harold Howitt, G.B.E., 
D.8.0., M.C., Messrs W. Н, Lawson, СВЕ., К. B. Leech, 
M.B.E, Т.р. К. McNeil, К, A. E. Moore, S. J. Pears, 
C. U. Peat, P. V. Roberts, L. W. Robson, G. F. Saunders, 
Gilbert D. Shepherd, M.B.E., К. G. Shuttleworth, B. 
Smallpeice, E. D. Taylor, G. L. C. 'Touche, E. Gordon 
Turner, M.C., A. D. Walker, M. Wheatley Jones, E. Е. С. 
Whinney, К. P. Winter, M.C., T.D., with the Secretary and 
Assistant Secretaries. 


Re-admission 


One application for re-admission to membership was 
acceded to. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


*Autumn Meeting 

Copies of a booklet containing the opening address of 
the President of the Institute at the autumn meeting in 
October 1955, the programme and the papers presented 
by Mr E. Duncan Taylor, ¥.c.a., on 'Profit-sharing 
and co-partnership schemes in industry', and by Mr 
J. E. Talbot, r.c.&, on ‘Recent developments in 
taxation', may be obtained by members and others on 
application to the Secretary of the Institute on payment 
of 2s 6d per copy, post free. 


Standard Costing 


'The Council approved for publication a book under the 
title Standard Costing: An Introduction to the Accounting 
Processes prepared by the Taxation and Research 
Committee. It is expected that this book by the 
Taxation and Research Committee will be available by 
the end of February 1956, and nearer to that date an 
order form will be sent to all members of the Institute. 
The book will be sold by the Institute at 7s 6d post free. 


Finance (No. 2) Bill 


p lhe Cougcil received a report on a discussion at 
Somerset House on November 28th, 1955, between 


members of the Board of Inland Revenue and repre- 
sentatives of the Institute (Mr G. F. Saunders, Mr 
5. J. Pears and Mr J. E. Talbot) in connection with 
a memorandum on the Finance (No. 2) Bill submitted 
on November 17th, 1955, to the Chancellor of the 
Exchequer on behalf of the Council. 


Certificates of Practice 


It was resolved: . 
"That certificates of practice be issued to the following 

twenty-nine associates who have commenced to 

practise: 

Badman, Alfred Harry; 1953, А.С.А.; (*F. W. Сооре & Co), 
23A Clifton Street, Blackpool. P 

Beaney, Jack Dray; 1949, A.C.A; (Gibbons & Mitchell), 
718 Wellington Square, Hastings. 

Blows, John Popham, 1948, A.C.A.; (Mellors, Basden & 
Co), Portland House, 73 Basinghall Street, London, EC2. 

Brown, Vivian Fox; 1950, A.C.À.; (Geo. Little, Sebire & 
Co), Adelaide House, London Bridge, London, EC4, and 
at Edmonton and St Albans. : 

Clifford, Carl Stephen; 1955, A.C.A.; (W. Н. Clifford & Co), 
Easthorpe, Southwell, Моша. 

Costa, Martin Henry; 1952, A.C.A.; (M. H. Costa & Co), 
35-36 Maddox Street, London, Wiz. 

Deakin, Geoffrey Ross; 1951, A.C.A.; (*Jones, Crewdson & 
Youatt), 7 Norfolk Street, Manchester, 2. 

Duxbury, Robert Albert; 1952, A.C.A.; (Appleby & Wood), 
Lancashire House, 47 Peter Street, Manchester, 2, and 
at London. . 

Eccles, Walter Stanley; 1952, A.C.A.; (Litton, Pownall, 
Blakey & Higson), 42 Spring Gardens, Manchester, 2, 
Evans, Alan Baxter, B.4.; 1955, A.C.A.; 1 Mentone Man- 

sions, Fulham Road, London, SWro. 

Gee, Michael Ivor, M.4.; 1952, А.С.А.; (*Lane, Heywood & 

Со), до Portland Place, London, Wt. 

Green, David Frank; 1951, A.C.A.; (*Moores & Со), 15 
New North Road, Clock Tower, Exeter. 

Heath, Michael Eden; 1955, A.C.A; 34 York Street, 
London Wi. . 
Heginbotham, Edward; 1935, А.С.А.; (*Peat, Marwick, 

Mitchell & Co), 7 Low Pavement, Nottingham. 

Hirst, Sidney Lincoln, B.8c.(ECON.); 1955, A.C.A.; (Rhodes 
& Rhodes), 295 Regent Street, London, Wr. 

Holt, Peter Leonard; 1955, A.C.A.; 357 Birmingham Road, 
Sutton Coldfield, Warwicks. 

Horton, Ernest James; 1955, A.C.A.; (R. J. Brooks & Co), 
Midland Bank Chambers, 152A Breck Road, Liverpool, 5. 

Kacher, Stanley; 1953,.А.С.А.; (S. Kacher & Co), 123 Bal- 
ham High Road, London, 512. | 

Kay, Peter Campbell, B.4.; 1955, A.C.A.; (Kay, Keeping & 
C), 51 New Cavendish Street, London, W1. 

Lane, Peter Geoffrey; 1952, A.C.A.; (Allwood, Jackson 8 
Tollit), 26 Newgate Street, Chester, and at Mold. 

Perkins, John; 1955, A.C-A.; 19 Church Avenue, Harrogate. 

Sharp, Kenneth ohnston, M.A.; 1955, A.C.A.; (Tames Wat- 
son & Son), Lloyds Bank Chambers, Lowther Street, 
Carlisle. 

Slavin, Stanley; 1955, А.С.А.; 35 Westpole Avenue, Cock- 
fosters, Herts. 

Stevenson, Robert Louis; 1953, А.С.А.; (ФЕ. Broadbent 
Fish & Co), 1-4 Clarence Arcade Chambers, Stamford 
Street, Ashton-under-Lyne. 


*placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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Stone, Ronald Timothy James; 1951, A.C.A.; 8 Moss Close, 
Pinner, Middlesex. 

Straw, John Sorby; 1955, А.С.А.; 53 Mount Park Avenue, 
South Croydon, Surrey. 

Taylor, Walter; 1955, A.C.A.; 67 Promenade Street, Hey- 
wood, Lancs 

Tomkinson, Roger Wilfred, M.&.; 1940, A.C.A.; (Whit- 
marsh, Tomkinson & Co), 105 High Street, Oxford, and 
' at London. 

'l'uke, William Charles, T.D.; 1933, ACA: ro Wells 
Promenade, Ilkley, Yorks. 


Resignation . 
The Council accepted the resignation of: 
Mr William Rowe Elworthy, О.В.Е., A.C.A., Cambridge. 
, Geoffrey Ronald Firth, A.c.4., Bedford. 
; Arthur Stanley Hodgson, A.C.A, Heswall. 
$5 ” Arthur Neild, A.c.A., California. 
Miss Una Simmons, A.C.A., London. 
Mr Claude Stanley Smith, a.c.a., Keighley. 
», Ronald Peter Wrinch, B.A., A.C.A., London. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at | 
hearings held on November 2nd, 1955. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a member 
of the Institute entered into a deed df arrangement in 
March 1954 under the Deeds of Arrangement Act, 
1914, 80 as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint had been 
proved and ordered that the member be suspended 
from membership of the Institute for a period of twelve 
months from November 2nd, 1955. The Committee 
considered that there were special circumstances which 
justified the omission of his name from the publication 
of the finding and decision. 


Registration of Articles 


The Secretary reported that 210 articles of clerkship 
were registered during the month of November 1955 
as compared with 219 in November 1954, making a 
total of 1,402 since January 1st, 1955, as compared with 
1,452 for the same period in 1954. 


Deaths of Members 


The Council received with regret the Secretary's report 
of the death of the following members: 
Mr Benjamin Baddiel, F.C.A., Swansea. 

» Albert Leslie Binns, А.С. A, Reigate. 

» Harold David Bradley, в. c. A., London. 

» Richard Turner Groombridge,’ A.C.A., West Worthing, 

», Basil Stuart Lumsden, F.c.a., London. 

» Richard Parker, ¥.c.a., Manchester. 

» Benjamin Glover Rogerson, A.C.A., Leeds. 

» Charles Hamilton Shelvoke, P.c.A., Birmingham. 

» James Edward Brooke Smith, a.c.a., Mexborough. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the | 
Disciplinary Committee of the Council that a member 
of the Institute had been guilty of an act or default 
discreditable to a member within the meaning of 
clause 21, sub-clause (3) of the supplemental Royal 
Charter in that he accepted nomination as auditor 
without first communicating with the then auditor, во as 
to render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint had been proved and ordered 
that the member be reprimanded. The Committee 
considered that there were special circumstances which 
justified the omission of his name from the publica- 
tion of the finding and decision. 





NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are | 


of interest to the profession. The date given indicates when ап Act received the Royal ent 
or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Ges & Co (Publishers) Ltd, 27-28 Basinghall Street, London, ЕСз. 


STATUTES 
(4 Eliz. 2) 
Chapter 13: Validation of Elections (No. 3) 

Act, 1955 
An' Act to validate the election to the House of 
Commons of Charles Alfred Howell, Esquire, not- 
withstanding his holding the office or place of member 
of certain panels constituted in pursuance of the 
National Insurance (Industrial Injuries) Act, 1946, 
and the National Insurance Act, 1946, and to indemnify 
him from any penal consequences which he may have 
incurred by sitting and voting as a member of that 
House. 
Price 3d net. November 2and, 1955. 


Chapter 14: Post Office and Telegraph 
(Money) Act, 1955 
An Act to provide for raising further money for the 
development of the postal, telegraphic and telephonic 
systems and of any other business of the Post Office; 
to make provision with respect to the application of 


sums arising from the sale of property acquired for 
the purposes of the Post Office; and for purposes 
connected with the matters aforesaid. 

Price 4d net. November aand, а 


Chapter 15: Rural Water Supplies and 
Sewerage (No. 2) Act, 1955 
An Act to increase the limit on the contributions out of | 
moneys provided by Parliament which may be made | 
under section one of the Rural Water Supplies and 
Sewerage Act, 1944. 
Price 3d net. November 22nd, 1955. 


Chapter 16: Food and Drugs Act, 1955 i 
An Act to consolidate the Food and Drugs Act, 1938, 
the Food and Drugs (Milk, Dairies and Artificial 
Cream) Act,- 1950, and the Food and Drugs Amendment 
Act, 1954, together with, certain other enactments 
amending and supplementing Part V of the said Act of 
1938 in relation to slaughter-houses and knacgers’ yards. a 
Price 4s net. November 2and, 1955. 
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NOTTINGHAM CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


ANNUAL 


The annual dinner of the Nottingham Chartered 
Accountant Students’ Society was held at The Victoria 
Station Hotel, Nottingham, on Wednesday, December 
7th. The President of the Society, Mr К. A. Buxton, 
F.C.A., was in the chair. There was an attendance of 
over 100 members and guests. 

Among those present were Professor Robert Peers, 
С.В.Е., M.C., M.A., D.LITT., J.P.) Mr Т. A. Hamilton 
Baynes, M.A., J.P., Е.С.А., a member of the Council of 
The Institute of Chartered Accountants in England and 
Wales; Mr A. C. G. Rothera, H.M. Coroner for the City 
of Nottingham; Mr L. W. Underwood, F.c.4., President 
of 1 Nottingham Society of Chartered Accountants; 
an 


Messrs С. B. Allen (Hon. Secretary, Nottingham Law 
Students’ Society); D. A. К. Clark, M.sc.(TECH.), M.I.MECH.R., 
МАДА. A.F.R.Ae.S, (Principal, Nottingham and District 
Technical College); J. С. Dady, A.R.1.C.8., A.A.1. (Chairman, 
Royal Institution of Chartered Surveyors (Notts, Lincs and 
Derby Branch) Junior Organization); Derek du Pré (Editor, 
"The Accountant’); P. Е. Granger, F.C.A. (Member of Council, 
Institute ој Chartered Accountants in England and Wales); 
Н. Е. Ingram, r.s.A.A. (President, Nottingham Society of 
Incorporated Accountants); W. А. Longworth (Manchester 
Chartered Accountants’ Students’ Association); 1. J. Moir 
(Leicestershire and Northamptonshire Chartered Accountant 
Students’ Society); T. Russell Moore, A.C.A. (Hon. Secretary, 
Nottingham Chartered Accountant Students’ Tuition Scheme); 
C. W. Н. Morton, А.С.А. (President, Nottingham Junior 
Chamber of Commerce). 

Messrs L. 5. Pentecost (President, Nottingham Chamber 
of Commerce); А. Reeve (Liverpool Chartered Accountant 
Students’ Association); C. H. Renton (Bradford and District 
Chartered Accountants’ Students’ Association); M. D. 
Stirland (Hon. Secretary, Birmingham Chartered Accountant 
Students! Society); К. M. Thomas (Hon. Secretary, Sheffield 
and District Chartered Accountant Students’ Society); M. 
Warwick, Р.А. (Chairman, Chartered Auctioneers and Estate 
Agents Institute (Midland Counties Branch) Junior Organ- 
tzation); А. R. Whyte (Chairman of Committee, Chartered 
Accountant Students! Society of London). 

. Messrs J. С. 5. Abbott, М. С. Dobbin, G. H. Hingston, 
_B.COM., Barrister-at-Law, Е. С. Naylor, D. P. Potter, 
LL.B., S. T. N. Stokes and B. W. Sutherland, A.C.A. (Lecturers 

' to the Society). , 


A Broad, Liberal Training 


The toast to “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Professor 
Peers, who said he was glad to see the students honour- 
ing ‘their parents’. He approached his duty in a spirit 
of awe and reverence, he continued, for in its seventy- 
five years the Institute had achieved a dignity and 
renown achieved by no other profession. The magic 
designation of ‘chartered accountant’? was known as 
conferring the hall-mark of unquestionable probity, 
skill and rectitude on those entitled to use it. 

He commended the Institute’s decision to lay empha- 
sis on a broad, liberal training. 

‘I think that while you are gt the universities, it is much 
better not to be plunged into Phe intricacies of professional 
work to the danger of losing the great advantage of a 

"broader, literal education,’ he told the students. ‘It seems 
that the trend in your Institute is in the right direction in 


DINNER 


placing the emphasis on the need for a broader outlook in 
preparation for the detailed work involved in the profes- 
sion of accountancy. 

‘In many other occupations today, the routine work 
can be handed to the machine. 

‘One is impressed today by the widening scope of 
accountancy in the affairs of the nation and of business. 
It involves a wide knowledge of economics in general. 
Today, economics is coming to mean the study of national 
and international accounting. 

‘One cannot be a good accountant today unless one 
understands the broad principles of accounting at that 
level, It has taken an important place in management. It is 
no longer a question of rows of figures in books of accounts. 
You are concerned with problems of policy, with the inner 
meaning of figures in terms of production or exchange.’ 


‘He continued: 

"T'he accountant is called upon to interpret figures, and he 
can only do so through language; he therefore has to be 8 
master of language as well as of figures. The attempt to 
find the inner meaning of your work, accounts for the 
emphasis on broader training in the “why” as well as the 
“how.” 

Replying to the toast, Mr Hamilton Baynes reminded 
the diners that in twenty-five years’ time the Institute 
would be celebrating ita centenary, and that in twenty- 
five years’ time they would be the leaders of the pro- 
fession. The profession, he said, depended not only 
on its senior members, not only on its junior members, 
but.on every member. The Institute had a high reputa- 
tion in the world and that reputation would only be 
maintained by everyone appreciating what was involved 
in being a member of the Institute. 


Shortage of Staff 


There had never been a time in the seventy-five years 
of the history of the Institute, he continued, when the 
profession as a whole was so short of staff. Inevitably 
that meant more opportunities for studems; оррог- 
tunity meant responsibility, and he reminded them 
that all the work they did came to a conclusion with the 
signature of a principal to a letter or a 1eport or a 
certificate; the principal was entitled to rely on his staff 
that the work had been done and done well. There was 
a temptation, he said, when there was a shortage of 
staff, to gloss over part of the work; he emphasized that 
this was dangerous and led to slip-shod work. 

A toast to ‘The Nottingham Chartered Accountant 
Students’ Society’ was proposed by Mr P. Jenkin- 
Jones, a Nottingham solicitor; the response was by 
Mr C. E. Turton, F.c.a., Vice-President of the. Society. 
Mr J. Henshaw, в.сом., Hon. Treasurer of the Society, 
proposed a toast to the guests and the replies were by 
Mr A. C. G: Rothera, H.M. Coroner for the City of 
Nottingham, and Mr Derek du Pré, Editor of The 
Accountant. . 

Mir Buxton, the President of the Society, expressed 
appreciation of the work in arranging the dinner done 
by Mr B. Gadd, and of the work of Mr M. G. Gisborne, 
Hon. Secretary of the Society. The toastmaster was 
Mr W. H. R. Pike. 
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IN PARLIAMENT 


Local Authority Loans: Treasury Consent 
Mr Grimonp asked the Chancellor of the Exchequer 
if applications from local authorities to float loans have 
to be approved by the Capital Issues Committee. 

Mr R. А. BurLER: No. Where Treasury consent is 
needed for such borrowing it is given on the advice of 
the Government departments concerned. 

Hansard, Nov. 29th, 1955. Written Answers. Col. 180. 


Personal Incomes: Value 

Col. StoppartT-Scott asked the Chancellor of the 
Exchequer the increased amount of net income 
retained after deduction of income tax and surtax, by 
a married man, whose income has been increased 
from £6,000 to £7,500 during the present financial 
year; and what is its net purchasing value, basing the 
£ sterling at 205 in 1913-14. 

Mr К. A. Butter: The increase in net income is 
£375, which would have approximately the same 
purchasing power at current prices as £95 at 1914 
prices. This figure is based on the Cost-of-living 
Index for the period 1914-38 and on the Consumer 
Price Index fram 1938 to 1954, brought up to date 
by the Interim Index of Retail Prices. 

Col. Stoppart-Scotr asked the Chancellor of the 
Exchequer the amount of net income retained by a 
married man, after payment of income tax and surtax, 
on earnings of £1,000, £2,000, £5,000, £6,000, 
£7,500, Хто, ооо, £20,000, £50,000 and £100,000, 
respectively, in the years 1913-14, 1938-39, 1944-45 
and 1954-55; and what was the purchasing. value of 
such net income, basing the £ sterling at 20s in 
1913-14. 

Mr R. A. BurrgR: The table attached shows the 
net income after income tax and surtax (or supertax 
for 1913-14) retained by a married man, without 
children, with a gross earned income of the amount 
shown in the first column, and also the net income 
required to give the same purchasing power at 
1914 prices. 

Hansard, Dec. 6th, 1955. Written Answers, Col. 27. 


At 1913-14. At 1938-39 
rates rates 








13,110 
23,126 






Accounting: Flow of Funds System 
Mr D. Price asked the Chancellor of the Exchequer 
whether he will consider adopting as an additional 
tool of economic analysis the flow of funds system 
which has been recently introduced into the United 
States of America by the Federal Reserve Board, and 
details of which have been sent to him. 

Mr К. A. Вотіев: My hon. friend is no doubt 
aware that some features of this method of analysis 
are already in the National Income Blue Book, 
1955 – e.g. Tables 26, 27, 34, 38, 41, 45 – and the 
Economic Survey, 1955-e.g. Table 21. I will 
consider whether further progress can be made in 
this direction. 

Mr Price: Will my right hon. friend bear in mind 
the advantages to him in managing the monetary 
credit policy of the country if he is able to have the 
more detailed information on the flow of credit 
and funds between various sectors of the economy 
that exists in this flow of funds system of accounting? 

Mr Butter: Yes, sir. That is precisely why I said 
that we will consider whether further progress can 
be made in this direction. 

Hansard, Dec. 6th, 1955. Oral Answers. Col. 175. 


Superannuation Funds: Tax Remissions 
Mr J. Paton asked the Chancellor of the Exchequer 
the total cost to the Exchequer of tax remissions 
allowed in respect of payments made in the financial 
year 1954-55 to superannuation funds by business 
firms and by their employees, respectively. 

Mr R. А. BUTLER: Тће estimated cost was between 
£60 million and £70 million, and between £10 
million and £15 ion, respectively. 

Hansard, Dec. 6th, 1955. Oral Answers. Col. 179. 


Overseas Trading Profits: Taxation 
Mr Fisuer asked the Chancellor of the Exchequer if, 
as an incentive to the establishment of secondary 
industries in the British West Indies, he will grant a 
five-year tax holiday to British firms opening factories 





At 1944-45 
rates 









The figures for the equivalent plese poweri in 1914 are based on the Cost-of-living Index for the period. 1914 to 


1938 and on the Consumer Price Index the 
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in the Caribbean in respect of profits made out there 
during that period. 

Mr R. А. BUTLER: І am considering the general 
question of the taxation of overseas trading profits in 
the light of the Royal Commission's recommenda- 
tions. І cannot anticipate the outcome, but the point 
which my hon. friend has in mind will not be over- 
looked. 

. Hansard, Dec. 6th, 1955. Oral Answers. Col. 178. 


Income Tax: Education Fees 
Lieut.-Col. BRoMLEY-DAVENPORT asked the Chancel- 
lor of the Exchequer if he has yet been able to give 
consideration to the question of allowing income 
tax relief to those parents who pay tuition fees at 
independent schools and colleges; and what decision 
he has arrived at. | 

Mr R. А. Buter: The answer to the first part is 
that this question has been considered. I cannot 
anticipate the next Budget. 

Hansard, Dec. 6th, 1955. Oral Answers. Col. 184. 


Indirect Taxation on Consumer Goods 
Lieut.-Col. Lipron asked, the Chancellor of the 
Exchequer if he will make a statement on his future 
policy in regard to indirect taxation on consumer 
goods. 

Mr В. A. BUTLER: I have nothing to add to what 

. I said on this subject during the Committee Stage, 

namely, that we have no ready-made scheme for a 

general sales tax. Hon. members would be very 

unwise to underestimate the complexity and difficulty 
of introducing any such tax. 

Hansard, Dec. 6th, 1955. Oral Answers. Col. 187. 


Business Profits: Taxation 

Mr Jay asked the Chancellor of the Exchequer what 
he estimates would be the additional yield in a full 
year from income tax and profits tax on business 
profits at the rates prevailing in 1951-52, and 
without reintrogluction of the initial allowance, over 
and above the estimated yield in a full year from the 
rates now proposed by him. 

Mr R. A. BUTLER: It is estimated very approximately 
that the additional yield which would accrue from 
altering income tax and profits tax to their 1951-52 
rates and withdrawing initial and investment allow- 
ances would be £220 million. This figure relates only 
to tax falling directly on the profits of companies 
and public corporations. 

Hansard, Dec. 6th, 1955. Oral Answers. Col. 190. 


Surtax 
Mr ARBUTHNOT asked the Chancellor of the Ex- 
chequer the estimated cost of raising the level at 
which surtax begins from £2,000 to £3,000. 

Mr Н. Brooxe: About £25 million in a full year 
if the rates on the income in excess of £3,000 were 
left at their present levels, or £41 million if the rates 
now applied to successiye slices of income above 
£2,000 were used for the corresponding levels above 


» £3,000. • | a 
Hansard, Dec. 8th, 1955. Written Answers. Col. 96. 
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Estate Duty 
Mr Аввџтнмот asked the Chancellor of the Ex- 
chequer if he will give an estimate of the rates of 
estate duty necessary to obtain the present revenue 
on the basis that the duty was levied in progressive 
steps; and whether he will publish a table showing 
the effect of this change. 

Мг H. Brooke: A number of alternative scales of 
estate duty, under which the duty would be levied at 
increasing rates on successive slices of the estate, 
could be devised to produce approximately the same 
yield as at present. One such scale is shown below: 


Slice of estate Rate of duty 
£ Per cent 
o — 3,000 oe T Nil 
3,000 ~ 4,000 i oe T 2 
4,000 — 5,000 oe ES s 4 
5,000 ~ 7,500 Р re = 6 
7,500— 10,000 | ds T 23 10 
10,000 ~ 12,500 ES s ve 14 
12,500 — 15,000 m i» m 18 
15,000 ~ 17,500 2 5 ae 22 
17,500 ~ 20,000 2 be xs 26 
20,000 — 25,000 I EM es 30 
25,000 — 30,000 бр m Y 3 
30,000 — 35,000 =a 3 их 3 
35,000 — 40,000 v И a 42 
40,000 ~ 45,000 vs m 2i 46 
45,000 — 50,000 p z vs 50 
50,000 – 60,000 zx "T os 54 
60,000 – 75,000 =. x e 58 
75,000 — 100,000 - " Jis 62 
100,000 — 150,000 we He PE 66 
150,000 — 200,000 ike um EE 7o 
200,000 — 300,000 fs vs s 74 
300,000 — 500,000 x = se 78 
500,000 — 750,000 d T ne 82 
750,000 ~ 1,000,000 a x E 86 
Over 1,000,000 9o 


The effect of the adoption of such a scale on indi- 
vidual cases would be to charge slightly less than the 
present duty on estates near the bottom of a range, 
about the same as at present at the mid-point of each 
range and rather more than at present at the top of 
each range. 

Hansard, Dec. 8th, 1955. Written Answers. Col. 95. 


Overseas Trade Corporations: Taxation 
Mr Аввотнмот asked the Chancellor of the Ex- 
chequer the estimated cost of implementing the 
recommendations of the Report of the Royal Com- 
mission on the Taxation of Profits and Income to 
exempt from taxation the undistributed profits of 
overseas trade corporations; and what part of this 
applies to overseas trade corporations within the 
Commonwealth. 

Mr H. Вкооке: The cost would depend on the 
definition of overseas trade corporations, and on 
the extent to which companies operating both in the 
United Kingdom and overseas modified their struc- 
ture so as to bring their overseas business within the 
relief. No precise figure can, therefore, be given, but 
the cost might be as high as £75 million. It is not 
possible to estimate how much of this would apply 
to companies operating within the Commonwealth. 

Hansard, Dec. 8th, 1955. Written Answers. Col. 96. 
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NOTES AND NOTICES 


Personal 


Messrs DELOITTE, PLENDER, GRIFFITHS & Со 
announce with deep regret the death, on December 
roth, of Mr E. Norman LOWE, F.c.a., their senior 
ид er in Brussels and Antwerp. The practice of 

ELOITTE, PLENDER, GRIFFITHS & Co and DELOITTE, 
PLENDER, Haskins & SELLS at those offices will be 
carried on by the London partners, with Mr Epwarp 
А. McGEacny, С.А., as resident partner. 

Messrs Kipsons, TayLor & Со, Chartered 
Accountants, of 1 Booth Street, Manchester, 2, and 
Sardinia House, 52 Lincoln’s Inn Fields, Kingsway, 
London, WCz, announce that they have taken into 

artnership Mr WLM Hosson, A.C.A, and 
CECIL ARTHUR JOHN HURN, C.A., both of whom 
have been associated with them for many years. 


Messrs Ногмез, Price. & WELLs, Accountants, of 
Hailsham, announce the retirement of Mr REGINALD 
Wers. The practice is being carried on by Messrs 
Homes, Prick & Co, Chartered Accountants, from 
32 North Street, Hailsham, and 21 Gildredge Road, 
Eastbourne. 

Messrs Ногмез, Price & Co, Chartered Account- 
ants, announce that they have acquired the practice of 
Mr Harry С. Kine, Incorporated Accountant, who 
has retired. The combined practice is beng carried on 
as Homes, Price & Co, at 21 Gildredge Road, 
Eastbourne. 

Messrs WILSON, DE Zoucue, Mackenzie & Co, 
Chartered Accountants, announce that as from 
December roth, they are moving their offices from 
92 New Cavendish Street, London, Wt, to 54 Queen 
Anne Street, London, Wi. Telephone: Welbeck 
2249. 

| Professional Notes 
Mr Lawrence W. Robson, Е.С.А., F.C.W.A., has been 
appointed chairman of the Parsons Engineering Co. 

Mr Bertie William Owen, А.А.С.С.А., A.C.C.S., has 
joined the board of Howard 5. Cotton Ltd, of 
London. . 

Obituary 
James Epwarp BROOKE SMITH, A.C.A. 
We have learned with regret of the sudden death on 
November 2181, of Mr James Edward Brooke Smith, 
А.С.А., а partner in the firm of Tiptaft & Smith, 
Chartered Accountants, of Mexborough. 

Mr Smith was admitted an Associate of the In- 
stitute in 1933 and entered into partnership with 
. Mr C. Р. Tiptaft, r.c.a., prior to the Second World 
War. 

. During the war, he served with distinction in the 
Royal Tank Regiment and was awarded the Croix 
de Guerre for gallantry in North Africa. He was 
promoted to the rank of Major and while in com- 
mand of his unit, in the Italian compaign, was 
seriously wounded when his tank was struck by a 


direct hit. As a consequence he was invalided out of 
the service badly crippled in both legs. 

He bore his disability with great fortitude and 
endeared himself to a wide circle of friends. 


The Union Castle Case 


A motion brought by a group of shareholders in the- 


Union Castle Steamship Co against the directors 
and the company was dismissed with costs by 
Mr Justice Wynn-Parry, on December 9, after a 
protracted hearing. The case was unusual in the 
number of points of company law of general interest 
which were raised. We hope to examine the judgment 
in a leading article next week. 


- Union of Chartered Accountant 
Students’ Societies 

The annual conference of the Union of Chartered 
Accountant Students’ Societies was held at the 
Institute on December gth. Forty-seven delegates 
took part, representing twenty-three students’ socie- 
ties, under the chairmanship of Mr J. S. Ellison, 
M.A., A.C.A., of Liverpool. 

After prayers by the Rev. S. Hopkinson, Chaplain 


to the Sheriffs of the City of London, the conference · 


opened with a welcome from Mr У. 5. Carrington, 
Р.С.А., President of the Institute, and from Sir 
Harold Gillett, M.C., F.c.a., President of the London 
Students’ Society. In his speech, Mr Carrington 
referred to the importance attached by the Council 
to the training of students as the material for the 
Institute in the future. He also assured the conference 
that any matters raised by it received attention and 
consideration Љу the Council. 

Introducing the report of the meeting between 
members of the Council of the Institute and the 
Liaison Committee of the Union, Mr R. J. Carter, 
B.COM., Е.С.А., the Secretary, reminded the conference 
of the history of this direct link between the 
governing body of the Institute and the articled clerks 
who were preparing themselves for admission. He 
emphasized the importance of the informal and 


confidential nature of the proceedings. Under these 


conditions it was possible for members of the Council 
to give their personal views and suggestions and to 
receive the questions and comments of articled clerks 
upon many matters of current interest and difficulty 
both to the Council and to articled clerks. The freedom 
and confidential nature of the discussions made it 
impossible to give a full report of the proceedings. 
The Council had, however, authorized the issue of an 
official statement reviewing the ground covered by 
the Lm 5 meeting. 
owing the reception of the statement of the 
meeting of the Liaison Committee, the Union con- 
ference discussed: 


Methods of liaison between district societies af qualified 
members and students' societies; channels of communica- 
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tion between the Council of the Institute and students’ 
societies; the Union’s panel of lecturers; the suggestion of 
representation of branches of students’ societies at the 

nion conference; a statement by the Council of the 
Institute on a proposal for an accountancy school; fees 
charged by lecturers to students’ societies; the possibility 
of establishing through the Union a channel between 


students and coaches for the passage of suggestions; &' 


suggestion for oral examinations; a request for the issue of 
further official statistics about examination results; the 
difficulty of obtaining industrial experience during articles: 
grants from local education authorities; study leave periods 
“during deferment of National Service; the appropriateness of 
study courses provided by local education authorities. 

The Liaison Committee was reappointed to be 
available to discuss further with members of the 
Council matters raised at the conference and any 
other questions affecting articled clerks which might 
usefully be considered. 

On the evening of the conference a dinner was 
given by the London Students’ Society at the Hall 
of the Tallow Chandlers’ Company, at which Sir 
Harold Gillett took the chair. The evening was 
completely informal and provided a most valuable 
opportunity for delegates to exchange experience and 
suggestions for the improvement of the work of their 
societies. 


' Firm Celebrates 150th Anniversary 

An evening party to celebrate the 150th anniversary 
of the founding of the firm of Harmood Banner, 
Lewis & Mounsey, chartered accountants, of 
24 North John Street, Liverpool, and Dashwood 
House, Old Broad Street, London, was held at the 
Athenaeum, Liverpool, on November 25th. The 
party was given by the partners to representatives of 
past and present members of the staff, of whom 
120 attended. The celebration by the London office 
took the form of a dinner and theatre party on 
ecember 16th. 

The firm was founded in Liverpool in 1805 by 
Harmood Banner, who commenced practice as an 
accountant in shat year. He was succeeded by his 
son, Harmood Walcot Banner, and later, in 1865, 
by his grandion, John Sutherland Harmood Banner, 
аи under the name of Harmood Banner 
& Son. In 1920 there was an amalgamation with 
the firm of Cook & Leather, and in 1946 with 
ne firm of Lewis & Mounsey which was founded in 
1815. 


Grimsby and North Lincolnshire 
Chartered Accountants 
The annual dinner of the Grimsby and North 
‘Lincolnshire Branch of The Hull, East Yorkshire 
jand Lincolnshire Society of Chartered Accountants 
was held at The Royal Hotel, Grimsby, on December 
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6th. The Chairman, Mr К. Н. R. Marshall, r.c.a., 
supported by the President, Mr A. А. Beardsall, F.C.A., 
presided, and ninety members and guests attended. 

Among those present were: 

The Rt. Hon. Lord Worsley; Alderman J. C. B. Olsen, 
г.р. (Mayor of Grimsby); Councillor J. О. Oslear, J.P. 
(Mayor of Cleethorpes); Messrs C. M. Strachan, O.B.E., 
F.C.A. (a member of the Council of the Institute); F. H. Smith, 
A.C.A, (Chairman, Lincoln and South Lincolnshire Group of 
Chartered Accountants). 

“Messrs J. Hankinson, A.C.A. (Secretary, Hull, East York- 
ем and Lincolnshire Society of Chartered Accountants); 

A. Howden (President, Grimsby and Cleethorpes Law 
poets С. Н. Turner, L.R.1.B.A. (President, North Lincoln- 
shire Branch, Nottingham, Derby and Lincoln Society of 
Architects); E. E. Wildsmith (President, Grimsby and District 
Local Centre, Institute ој Bankers); K. Baxter (President, 
Insurance Institute of Grimsby); Dr J. H. Carson (Chairman, 
Grimsby Division, British Medical Association). 

Messrs Н. V. Heckford, 0.B.£. (Н.М. Inspector of Taxes, 
Grimsby rst District), К. Н. Wilson (Н.М. Inspector of 
Taxes, Grimsby 2nd District); Ernest Harrison, O.B.E., J.P. 
(Chairman, Grimsby Magistrates); L Bennett (Managing 
Director, Northern Trawlers Lid); Dr R. E. Richardson 
(Chairman, Grimsby and Cleethorpes Rotary Club); and 
Alderman І. Abrahams, 0.8.2, (Chairman, General Com- 
missioners), 

A toast to the Institute was proposed by Lord. 
Worsley and Mr С. М. Strachan responded. 


The Institute of Chartered Accountants in · 
Ireland 
A meeting of the Council of The Institute of Chartered 
Accountants in Ireland was held in Belfast on 
Friday, November 25th, 1955. 


Attendance 
The President, Mr F. Cleland, was in the chair, and 
there were also present: 
Messrs G. F. Klingner, Vice-President, H. E. А. Addy, 
P. Butler, G. Cameron, A. E. Dawson, R. E. McClure, 
H. T. Montgomery, P. J. Purtill, J. Walker, and D. McC. 
Watson, with the Secretary, Mr W. S. Orr, and the јони 
Honorary Secretary and Treasurer, Mr H. Stevenson, in 
attendance. 

An apology for absence was received from Mr 

R. P. Е. Olden. 

Bye-laws 
It was reported that the new bye-laws had come into 
operation, having been allowed by Order dated 
October 13th, 1955, of the Governor and Privy 
Council of Northern Ireland, and by Order dated 
October 27th, 1955, of the Government of the 
Republic of Ireland, in each case with effect from 
and including November 14th, 1955. 


Fellowship 
The following associates in practice applied for and 
were elected to fellowship: 
Mr Hubert Woodrow Allen and Mr Norman Greer White, 
both of Belfast. 
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Associateship in Practice 
The following members were admitted to practice: 
Mr Thomas Patrick Butler, Dublin. 
Mr Brian d’Arcy Leitch, Hong Kong. 
| Death 


The death on November 4th, 1955, as the result of 
an accident, of Mr Matthew Speers, a.c.a., Belfast, 
was reported and noted with regret. 


Next Meeting 


It was arranged to hold the next meeting of the - 


Council on Tuesday, December 2oth, 
Dublin. 


Dublin Society of Chartered Accountants 


The following programme of meetings has been 
arranged by the Dublin Society of Chartered 
Accountants for the new year: 
_ January rath, at 5.45 p.m.: Lecture, ‘Land tenure’, by 
by Mr Brendan McCormack, B.A., LL.B. (Students.) 

January 191%, at 6 p.m.: Mock taxation ap ppeal Special 
Commissioner, Mr T. Donovan (late Chief Inspector of 
Taxes and Special Commissioner); Inspector of Taxes, 
Mr J. D. Mulvey (late Senior pector of Taxes). 
(Industrial and Administrative Group and students.) 

January 24th, at т p.m.: Luncheon meeting. (Members.) 

January 24th, at 6 p.m.: Debate with incorporated account- 
ant students. ( Students.) 

January 26th, at 5.45 p.m.: Lecture, ‘Credit insurance’, by 
Mr J. Morgan, F.C.L.I. (Students.) 

February, date to be announced, Luncheon meeting. Speaker: 
Mr W. Norton, Minister for Industry and Commerce. 
(Members) 

February 16th, at 5.45 p.m.: Lecture, ‘Bills of exchange’, by 
Mr Sean Gannon, B.L. (Students.) 

February 21st, at 6 p.m.: Open Forum. (Members.) 

February 25th, at 11 a.m.: Rugby match v. Belfast Students 
(in Dublin). 

March 8th, at 5.45 p.m.: Lecture, ‘Professional etiquette’, 
by Mr G. F. Klingner, F.c.A. Vice-President of the 
Institute. (Students.) 

March 14th, at 6 p.m.: Lecture, ‘Professional goodwill’, by 
Mr E. K. Wright, F.C.A. (Members and Students.) 

April rrth, at т p.m.: Luncheon meeting. Speaker: Lord 
Pak enham, chairman of the National Bank Ltd, ‘Finance 
through Irish and English eyes’. (Members.) 

April roth, at 6 p.m.: Lecture, ‘Budgetary control and 
standard costs in B.O.A.C.’, by Mr a W. Bevan, A.C.A. 
(Members and Students.) 

April 2 5th, at 5.45 p.m.: Intermediate examination questions 
discuss ts.) 

April 26th, at 5.45 p.m.: Final examination questions 

discussed. (Students.) 


1955, in 


April, date to be announced, at X p.m.: Luncheon meeting. 
Speaker: Lord Killanin, ‘Some aspects of decentraliza- 
Чоп’. (Members) 
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: The ABC World Airways Guide 


We have received а copy of The A.B.C. World Air- 
ways Guide, which contains time-tables and tariffs for 
all regular scheduled air services throughout the 
world. It is published monthly at 7s 6d per copy by 
Thomas Skinner &.Co (Publishers) Ltd. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or DECEMBER 18TH, 1880 
A leading article entitled 
CHARTERED ACCOUNTANTS. 


A subscriber, whose letter we print elsewhere, has 
favoured us with an extract from a country paper, 
from which we gather that somebody has thought it 
worth while to write doggrel rhymes on the subject 
of Chartered Accountants and their Charter. This 
rubbish appears in the provincial journal under the 
heading of "literature," and it seems to have been 
originally contributed to a London paper (or, to be 
correct, one having London as part of its title), which, 
notwithstanding a tolerably large acquaintance with 
journals of all sorts, we have never seen, and the 
name of which we never before heard. This would 
have mattered little if there had been anything like 
ability in the lines. But as they are about on a par in 
point of merit and style with the doleful recitals of 
gutter rhymesters on the subject of the latest sensa- 
tional murder, we do not propose to place either the 
verses or the medium of publication prominently 
before our readers. It is sufficient to record for the 
amusement of professional accountants that the 
street poet apparently has his eye on them. 
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COMPANIES AND CHRISTMAS 


N odd combination, perhaps, but not everyone can say, as 
accountants can, that one hundred years ago they received 


a Christmas present which they will enjoy as long as trade 
and industry last. At the end of 1855, the Limited Liability Act 
reached the Statute Book, and the encouragement thus given to 
enterprise and investment was one of the foundations on which the 
profession of accountancy was built. 

The proposal to limit the liability of shareholders was mooted 
in 1854, as an amendment to the law of partnership. It had been 
considered by two committees, and an expert commission, which 
reported by a majority against any change. But a powerful minority 
included MR G. BRAMWELL, Q.C. (afterwards BARON BRAMWELL), 
and Mr KirkMan Норсзом, an eminent merchant. There was 
growing dissatisfaction with the practice of obtaining charters 
of limited liability through Royal grants or special Acts. As 
the mover of the amendment remarked, but for the violation of 
the law ‘that greatest work of modern art and science, the Crystal 
Palace, would never have been witnessed’. Although the PRESIDENT 
OF THE BOARD OF TRADE was worried by ‘the great contrariety of 
opinion’, the general feeling, expressed by Мк RICHARD Соврем, 
was that men of talent and industry were debarred from partner- 
ship by unlimited liability, and that the principle of limitation 
would facilitate new inventions and manufactures, and enable | 
‘educated artisans’ to become investors. 

The Limited Liability Bill, introduced the following year, 
met with little opposition. Those who foretold dangers to creditors 
ignorant of the limitation of the shareholders’ obligations, were 
silenced by Mr BRAMWELL's insistence that the word ‘limited’ 
be added wherever the company’s name appeared. In the House 
of Lords the Bill was treated as a matter of urgency. Lorp 
CLANRICARDE cited the ‘railway mania’ to show that the existing 
law afforded little protection; and although Lorp Sr LEONARDS 
declared that the railway mania had no more to do with limited 
liability ‘than with the moon’, and gloomily prophesied ‘alarm and 
mischief’, and the issue of ‘flaming prospectuses’ promising high 
interest, the measure was not long delayed. The system did indeed 


. have its growing pains, but ever since the Companies Act, 1862, 


that ‘Magna Carta of co-operative enterprise’, the law has been 


· constantly under review, and the strength of limited liability 


companies today is due in no small degree to the integrity, advice 
and responsibility of accountants. 

There is an old belief that Christmas Day falling on a Sunday, 
promises good fortune for the coming year. We hope our readers 
will find this to be true, for themselves, for the whole company 
of their relatives and friends, and for all the companies they serve. 
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| POINTS OF COMPANY LAW 
: THE UNION-CASTLE CASE 


ГАНЕ case of Government Stocks and: Other 
Securities Co Ltd v. Sir George Perrin 
| Christopher and Others! is unusual in the 
variety of points of company law which it raises. 
The plaintiffs: suing on behalf ‘of themselves 
and other shareholders and stockholders . of 
Union-Castle Mail Steamship Со Ltd, seek 
to prevent the carrying out of a scheme of 
‘merger’, under which the share capital of the 
Union-Castle company and of Clan Line Steam- 
ship Co Ltd would be acquired by a new com- 
pany, British and Commonwealth Shipping Co, 
formed for the purpose. 

The latter company made an offer to the share- 
holders of the two existing companies to acquire 
their shares in exchange for preference and 
ordinary shares in itself. The offer was expressed to 
be conditional on: (а) acceptance before December 
30th, 1955, or some later date not being after 
February 29th, 1956, by the holders of not less than 
go per cent of the issued capital of the Union- 
Castle and Clan Line companies, or of such less 
percentage as the new company might elect to 
accept; and (b) the granting of a stock exchange 
quotation and permission to deal. The offer was 
accompanied by a circular dated November 12th, 
1955, which had been approved and recom- 
mended by the Union-Castle company. 

The plaintiffs issued a writ against the directors 
of the Union-Castle company and against the 
company. They also launched a motion for an 
injunction to restrain the defendants, pending 
trial of the action, from carrying out the scheme. 
In support of the motion а number of different 
arguments were advanced. Giving a reserved 
judgment on December oth, Nga 15 
dismissed the motion. 

It was the main complaint of the plaintiffs 
that while the articles of association of the 


Union-Castle company enshrined a cardinal 


principle that the company was to remain under 
British control, the offer made no reference to 


such a principle. The Union-Castle articles in-. 


cluded a requirement that every instrument of 
transfer-must ђе accompanied by a declaration 
to the effect that the transferee was a British 


1 The Times, Décetiber roth, 1955. 


_subjéct and did not hold any interest in the shares 


on behalf of a foreigner. This article did not 
appear in the articles of the: new company, which 


. also empowered the board of directors of that . 


company to dispense with . British control of 


‘shares in a particular case. The circular stated 


that the company was to remain under British 
control but the plaintiffs contended that the 
provisions dealing with such control were illusory. 
His lordship said that what the board of the 
company had to preserve was British control, 
not тоо per cent British ownership, and the plain- 


tiffs had failed to show that the safeguards were 


illusory. 

The plaintiffs also argued that the circular 
was a prospectus within the meaning of the 
Companies Act, 1948, and did not comply with 
the requirements of that Act. His lordship pointed 
out that the Board of Trade had given permission 
for the issue of the circular; why should he be 
asked to turn the document upside down in 
order to give it another meaning? For the circular 
to be a prospectus there had to be an offer for the 
‘subscription’ of the new shares, which meant sub- 
scription in cash, not by exchange of shares. 
Moreover, it was an essential requirement that 
the prospectus be distributed to the public. 
The test must be not who received the circular, 
but who could act upon it. Only the shareholders 
could act on it and they would receive non- 
renounceable allotment letters. Hence the offer 
was a domestic concern of the persons making 
and receiving it. 

Wynn-Parry, J., also rejected submissions 
that the circular was misleading by reason of 
certain omissions from it. It did not itself contain 
any misstatement and it offered inspection of all 
the material documents. He agreed that a 
representation in the circular that no director of 
the Clan Line company was interested in the 
‘Union-Castle shares was a continuing representa- 
tion. However, the fact that six Clan Line 


-directors each became holders of 1,000 shares 
: in Union-Castle did not contain anything sinister 


~it might be а conveniéht method of achieving 
the purpose of the scheme, 1,000 shares hems the | 
qualification of a director in Union-Castle. ^ 
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STOCK VALUATION 
LIFO METHOD REJECTED FOR TAX PURPOSES 


N a leading article in our issue of December 
је 1952, we reported that the Canadian 
Court of Exchequer had approved the LIFO 
((last-in, first-out) method of stock valuation for 
tax purposes in Anaconda American Brass Ltd v. 


Minister of National Revenue (Canada Law 


Reports (1952) Ex. C.R. 297). That decision was 
affirmed by a majority of the Supreme Court of 
Canada, on November ist, 1954. However, the 
, Minister appealed to the Judicial Committee of 
иће Privy Council who reversed the earlier 
decisions on December 14th last (The Times, 
December 15th, 1955). 

This protracted litigation arose out of an 
‘appeal by the company (the wholly owned sub- 
sidiary of a United States company) against an 
‘assessment to Canadian excess profits tax for the 
year 1947. The profit assessed had been computed 
on the basis of valuing the company’s stock on 
the Firo (first-in, first-out) basis ~ the company’s 
LIFO (last-in, first-out) basis having been rejec- 
ted. The effect was to increase the amount of 
. taxable income by $1,611,756, and this increased 
the excess profits tax for 1947 by about $241,000 
and the income tax for that year by about 
; $483,000. The parties agreed as regards income 
'tax to be bound by the result of the excess 
profits tax appeal. у 

The company had not previously sought to 
have LIFO applied to its tax computations in 
Canada. During the war, price control had 
. prevented wide fluctuations, so that the practical 
difference between FIFO and LIFO was not great. 
Removal of control was followed by a sharp rise in 
raw material prices which prompted the company 
to press for LIFO treatment for tax purposes. 


The Judgment 
Giving judgment on behalf of the Privy 
Council, Viscount SIMONDS said the company’s 
practice was to make an estimate at the beginning 
of each month of the quantity of metals which 
would be used during the next month and to order 
from its suppliers the same quantity, to replace 
those metals. It did not keep records from which 
the actual metals used during the year could be 
identified, or the amounts paid for those metals 


determined. But it kept records of the quantity 


-of metals (a) in its inventory at the beginning of 


the year, (6) purchased during the year, and (c) in 
its inventory at the end of the year. It also kept 
records of the prices paid for the metals purchased 
from time to time. To determine its profit for the 
year 1947 it was necessary to ascribe the. proper 
cost to the metals used and the proper cost or 
value to the metals remaining in stock. In the 
absence of knowledge an assumption or estimate 
must be made and it was at that stage that the 
difference between the parties arose. - 

LIFO, said his lordship, did not mean. that the 
metal last to be received into stock was in fact 
the first to be processed and sold. On the con- 
trary, the actual physical flow of the raw material 
was regarded as irrelevant: that which was pur- 
chased in previous years and was in stock at the 
opening of the relevant financial year or that 
which was purchased during that year might have 
been processed ‘and the products sold during the’ 
year: that was of no account. It was to cost that 
LIFO looked and in the simplest terms it meant that 
the cost per pound of the metal most recently 
purchased and added to stock was the cost per 
pound of metal content to be charged against 
the next sale of processed metal products. By this 
method the company was able to show far lower 
profits than if it had followed the accustomed 
and traditional method of return. The question 
was whether the new method was permissible 
for income tax purposes. 

It was necessary to emphasize the words 
‘for income tax purposes’. A large part of the 
argument had been devoted to showing that 
in Canada the LFO method was in certain con- 
ditions a proper and generally accepted method 
of accountancy and that those conditions were 
conspicuously present in the case of the appellant 
company. That view, which had been accepted 
by the Exchequer Court and the Supreme Court 
in Canada, was also accepted by the Privy Council. 

The appellant Minister, on the other hand, took 
the view that however the LiFo method might be 
for the corporate purposes of the company, it 
did not truly reflect its profit for income tax 
purposes. He adopted the rmo method, which 
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assumed that the metal first purchased was the 


/^ metal first used, and accordingly that the metal 


in stock at the end of 1947 was the metal most 
recently purchased. The Minister contended that 
this method attained more nearly the result 
postulated by LORD LoREBURN in Sun Insurance 
Office v. Clark (1912) (A.C. 443), ‘that the true 
gains are to be ascertained as hearly as can be 
done'. He urged that it was a principle of income 
tax law which had been adopted from commercial 
accounting practice that the values of the stock- 
in-trade at the beginning and end of the period 
covered by the account should be entered at cost 
or market value, whichever was the lower. He 
said that for that purpose the actual stock in hand 
must be regarded and its actual cost as far as pos- 
sible ascertained and that an assumption or esti- 
mate was necessary only so far as ascertainment 
was not possible. Upon that basis the Minister 
argued that the Fro method more nearly than the 
LIFO method represented the facts. In short, the 
Minister urged that the LIFO method did not 
more nearly than FIFO produce the true income, 
and that was the question for decision. 

The company. contended that these matters 
could be determined only by the application of 
ordinary commercial principles: that annual 
income for income tax purposes was determined 
by accepted accountancy practice unless the 
Act otherwise provided. 


A Hidden Reserve 

Lorp Simonps observed that business men 
and their accountant advisers must have in mind 
not only the fiscal year with which alone the 
Minister was concerned. It might well be prudent 
for them to catry in their books stock valued at a 
figure which represented neither market value 
nor its actual cost, but the lower cost at which 
similar stock was bought long ago. A hidden 
reserve was thus created which might be of use 
in future years. But the Income Tax Act was not 
in 1947 concerned with the years 1948 or 1949: 
by that time the company might have gone out of 
existence and its assets been distributed. 

Seventy years ago Гокр HERSCHELL had said in 
Russell v. Town and County Bank (x3 A.C. at page 


4) 

"I'he profit of a trade or business is the surplus 
by which the receipts from the trade or business 
exceed the expenditure necessary for the purpose 
of earning those receipts.’ 
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This was only one of many judicial observations 
in which it was implicit that no assumption need 
be made unless the facts could not be ascertained. 
There was no room for theories as to flow of 
costs; nor was it legitimate to regard the closing 
inventory as an unabsorbed residue of cost rather 
than as a concrete stock of metals awaiting the 
day of process. It was in their lordships’ opinion , 
the failure to-observe, or, perhaps it should be 
said, the deliberate disregard of, facts which 
could be ascertained and must have their proper 
weight ascribed to them, which vitiated the 
application of the LO method to the present 
case. | 

Vicount SIMONDS pointed out that the LIFO 
method was now permitted for revenue purposes 
in the United States but only subject to statutory 
conditions. The many differences between the 
revenue laws of the United States and Canada 
did not permit too much weight to be given to 
the fact that it was sought to do in Canada without 
legislation what in the United States was per- 
missible only with statutory safeguards. But it at 
least supported the view that new theories of 
accountancy, though they might be accepted 
and put into practice by business men, did not 
finally determine a company's income for tax 
purposes. In the result their lordships had de- 
cided that the Minister's appeal must be allowed. 


United Kingdom Tax 
The relevance of this decision for United 
Kingdom income tax and profits taxsneeds hardly 
be emphasized. It is in line with the decision of 
the Court of Appeal in 1953 that, although the 
base stock method of valuation was recognized 
in industry, and was unobjectionable for some 
commercial purposes, it could not properly be 
adopted for the purpose of computing profits 
for income tax purposes (Broadstone Mills Ltd v. 
Patrick (32 A.T.C. 464; 35 Т.С. 44). The 


‘company in that case failed to obtain leave to 


appeal to the House of Lords but it seems from 
this new decision that the Broadstone decision 
would have been affirmed. The next move, if 
any, is with the CHANCELLOR OF THE EXCHEQUER. 
It remains to be seen whether he will adopt 
the recommendations of the Royal Commission, 
set out in Appendix II to their final report, under 
which LIFO would be only one of a number of 
permitted bases of stock valuation. 


, December 24th, 1955 


THE ACCOUNTANT 


701 


THE ROYAL COMMISSION ON THE 
TAXATION OF PROFITS AND INCOME 


DISCUSSION OF ‘AN ACHIEVEMENT OF МАРА РВА 
by GEORGE О. MAY, F.C.A., СРА. 


HESITATE to write on the report of the 
[а Commission on the ‘Taxation of 

Profits and Income in view of the extensive 
consideration that has already been given to the 
subject by The Accountant, but perhaps forty 
years of international interest in the subject 
may warrant my doing so. 

The appearance of the report has reawakened 
memories of the report of 1920, which I studied 
with much care. At the time when it appeared I 
was conferring with British authorities at the 
request of Secretary Mellon, or perhaps rather 
his brilliant Under-Secretary, 5. Parker Gilbert, 
who was endeavouring to place the relatively new 
American income taxation on a satisfactory basis. 

In 1925, Mr Gilbert and two men who had 
been principal aides in the field of taxation, 
Professor Т. S. Adams, an economist, and J. E. 
Sterrett, an accountant, were all in London at 
‘the same time and I was able to bring together 


to meet them a group that included Lord 
Bradbury, Sir Richard Hopkins and Sir Josiah 
Stamp, as well as distinguished lawyers, account- 
ants and business men. The after-dinner dis- 
cussion was at a high level. Some of the subjects 
then discussed are being discussed today. Adams, 
for instance, held strongly to the view that the 
corporation should be regarded as a separate 
taxable entity, and Hopkins to the view that if 
capital gains were to be taxed at all, it should be 
done outside the scheme of income taxation. 

Hopkins was apt to be ironic. I recall a lun- 
cheon discussion at about the same time, in the 
course of which he was interrupted by one of his 
colleagues who said: ‘But, you don’t mean to say 
that you think the rights of private property are 
going to disappear.’ 

‘Oh, dear по, he quietly replied, ‘the rights of 
private property will be most carefully preserved — 
but become worthless.’ 


THE MAJORITY REPORT 


Inflation 

Over the whole subject of taxation there hangs 
the cloud of inflation and its effects on the 
income determination that is appropriate so long 
as reasonable stability in the value of the monetary 
unit is preserved. The Commission, by adopting 
the assumption that the value of money will not 
follow a persistent trend, imposes an implicit 
qualification on its most important conclusions. 
My views on the question of income determination 
in a period of inflation have been expressed more 
than once in your columns. І shall, therefore, 
comment only briefly on the recommendation 
of the Commission that LIFO inventory accounting 
should be accepted; and its rejection of the 
corresponding proposal relating to wasting capital 
assets. 

The argument of the minority that the majority 
should have accepted or rejected both proposals 
(paragraph 163) would, in my view, be conclusive 
but for the fact that the majority has proceeded 
on the assumption that the value of money will 
not follow any persisfent trend. 

Congideration of convenience must enter into 
any decisions and it may well be argued that if 


the value of money is only going to fluctuate 
around a norm, the gain in equity to be derived 
from putting exhaustion charges on a current 
price-level basis is not sufficient to justify the 
inconvenience of a change, since the year-to-year 
determinations of income would be only slightly 
detected. 

Fluctuations in the prices of inventoriable 
goods affect year-to-year computations of income 
much more seriously and the gain in significance 
from acceptance of a LIFO-type method may well 
be sufficient to outweigh the objection on the 
score of inconvenience. 

The minority quotes an official estimate of the 
appreciation in value of stocks taxed during 
the six years 1948. to 1953 at £1,640 million. 
The taxation on this sum is estimated as being of -. 
the order of £150 million a year. (Paragraph 165.) 


Accounting Fictions 
In dealing with matters of this kind there have to 
be considered an objective, a set of facts and a 
method which, when applied to those facts, will 
achieve the objective. As the majority has 
pointed out, what is the prime requisite is not to 


702, 


value the inventories, but to measure the proper 
charge in respect to the consumption or dis- 
position of inventoriable goods; and the same 
holds true with regard to the charge for ex- 
haustion. 

For either purpose a fiction may be a more 
acceptable basis than a purely factual one. The 
minority says that if the cost of the identical 
goods sold could be determined, ‘these costs 
would form the sole permissible deduction from 
receipts’. But in America the opposite view is 
held; the identification method is rejected in the 
case of fungible goods because of the obvious 
opportunity for manipulation of profits that it 
affords. This is a case in which a fiction is a 
better guide than a fact. LIFO and FIFO are both 
fictions. 


Economics v. Equity 

Miss Sutherland and Professor Hicks are ‘for 
general economic reasons’ opposed to acceptance 
of the Lio method. Their statement that ‘its 
effect is to put more spending power into the 
hands of businesses for the time being’ is, I feel, 
imprecise. (It would, I think, be more accurate 
to say that it reduces the amount of new capital 
which business has to find to finance inventories 
and accounts receivable, and taxes.) 

It seems to me also to overlook the point that 
the interval between the purchase of goods and 
the time when the tax becomes payable on the 
profit from their manufacture and sale may be 
very considerable; perhaps eighteen months or 
even two years. In these circumstances, if the 
price level is assumed to fluctuate and not to show 
a persistent trend, there is no assurance that the 
check on spending power will come at the right 
moment. 

And surely, if if is deemed desirable to check 
purchases and therefore, production, there are 
better ways of achieving that objective than by 
levying an income tax on what is admitted to be 
not economically a profit. 


Depreciation and Depletion 


The. Commission presents a discussion of the 
historical development of the treatment of 
wasting assets which begins with a quotation 
from the report of the Tucker Committee: 

‘For more than a generation after the imposition 
of the present income tax no relief whatever was 
given for the using up, in the course of carrying 
on a business, of any kind of fixed asset.’ (Рага- 
graph 308). 

As I have pointed out on other occasions, the 


development of industry and industrial account- 
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ing, which began with the enactment of the 
Companies Act of 1855, made only limited 
progress within the first half-century that 
followed the reintroduction of the income tax in 
1842. 

It was not wi near the end of the nineteenth 
century that the concept of income as the excess 
of revenue over related charges began to make, 
headway; the books of many concerns were still 
kept by single entry; and the concept of income 
as an accretion to net .worth was still widely 
accepted. 

And in any historical discussion it should be 
remembered that in the nineteenth century the 
rate of tax never exceeded 6 per cent. 

Accounting development was rapid between 
1892 and 1920 and the attitude of the Royal 
Commission which reported in the latter year 
did not give adequate recognition to it. The 
suggestion that no exhaustion charges should be 
allowed in respect of property having a life of 
more than thirty-five years was, as Stamp later 
recognized, economically unwise. 

I do not feel that the present Commission’s 
criticism of the attitude of the earlier one 
towards depletion is justified. A British mineral 
area is not only a natural resource but a national 
resource, and it is not unreasonable for the State, 
when this area is worked, to tax as income the 
excess of proceeds over the cost of extraction 
and realization. This may well be regarded as a 
case similar to that of dividend income on, which 
the actual recipient is taxed because he stands in 
the shoes of his predecessor in interest. 

Further, I believe that in 1920, under British 
law, a mining corporation might distribute as 
dividends its net receipts without allowance for 
depreciation. About the same time the United 
States Supreme Court held that there was no 
constitutional requirement to allow a deduction 
for depletion in levying a tax under the Sixteenth 


. Amendment, which authorized direct taxation 


only on income. Whether it is expedient to grant 
allowances for depletion is clearly arguable, but 


‘there is, I suggest, little ground today (and there 


was ‘still less in 1920) for regarding the failure 
to grant the deduction as either unjust or irrecon- 
cilable with accounting or business practice. 


Personal Capital and Accounting 
Postulates 
I cannot agree with either the Commission of 
1920 or the present Commission on the subject 
of personal capital. Individuals do not seem to me 
to possess any capital assets of the type for which 
depreciation allowances are made in accounting 
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for material capital asséts. The skill and know- 
ledge acquired through education is enhanced, 
not consumed, by use. It is comparable to capital 
assets such as the cost of incorporation, the 
roadbed of a railway or factory real estate which, 
under the postulate of permanence, are not 
subjects for depreciation allowances. 

. It might be said that the Commission does not 
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fully appreciate the important part played in 
accounting by the postulate 'that the possibility 
of the enterprise coming to an end may be 
ignored', though it gives full recognition to the 
two other fundamental postulates: that there is 
no income without realization, and that fluctua- 
tions in the value of the monetary unit (which is 
the accounting unit) may be ignored. 


THE MINORITY REPORT 


The majority of the Royal Commission feels 
that there is no need for further definition of 
income that is taxed or is potentially taxable. 
Tt expresses the view that what is income is 
. sufficiently indicated by the classifications and 
specific provisions of the tax code, and points out 
that the terms ‘gain’ and ‘profit’ are used inter- 
changeably with income in that code. 

The ‘minority takes strong objection to this 
position and feels it necessary to- set forth its 
views of a ‘true conception of income’. It asserts 
confidently that the view which it puts forward is 
the only one that is 

‘capable of satisfying S 8 prevailing sense of 

fairness and equity. . 

'The rule to be applied i in deciding whether any 
particular receipt should or should not be 
reckoned as taxable income is, in its view, 

‘whether it contributes or not, or how far it 

contributes to an individual’s “spending power” 

during a period.’ (Paragraphs 4 and 5.) 

The minority quotes with approval a definition 
from an American economist, Henry C. Simons, 
who called for the aggregation of all accretions to 
economic power in each tax period and the 
subjection of the aggregate to a graduated 

_ ‘income’ tax. The accretions would include, in 
addition to those now subject to income tax in 


Britain, appreciation in the value of property . 


rights – realized or unrealized — gifts and bequests. 

But the possibility of bringing gifts and 
bequests within the scope of the tax is not even 
discussed by the minority; the ‘taxation of un- 
realized appreciation is-held to be impracticable 
and inconsistent with the method of taxing 


trading profits; the application of the surtax 


to realized appreciation would, it is said, have 
destructive effects. On the other hand, allowance 
for instability of the monetary unit, which Simons 
had said was called for by justice, is held by the 
minority to be impracticable and the absence of 

any such allowance is gaid to be justifiable on the 
principle of relativity*of burdens. 

So little is left of Simons’ definition that it is 


difficult to see why it was ever invoked. Simons. 


did not suggest that his conception of income had 
any support in usage, and the minority certainly 
presents no justification for the substitution of 
‘accretion to spending power’ for ‘gain’ as the 
basic meaning of income. Nor is it surprising that 
Professor J. R. Hicks, who has himself toyed with 
a ‘spending power’ concept of income, did not 
join the minority. 
Capital Gains 

The minority finds itself in disagreement with 
both the majority and the Board of Inland 
Revenue upon the question of the practical 
wisdom of taxation of capital gains. Having 
admitted that a full progressive tax would have 
destructive effects, it is left with the question ~ ' 
What rate would not have serious adverse effects; 
and how productive would such a rate be? It 
suggests that capital gains should be subjected 
only to the normal tax — at present 42:5 per cent. 

Statistics compiled by the National Bureau of 
Economic Research and published in Seltzer's 
volume, 'The nature and treatment of capital 
gains and losses’, which the report quotes, show 
that the United States income tax returns for the 
thirty years from 1917 to 1946 included net 
capital gains amounting to roughly $26-7 billion. 
Brought down to 1951 the total would be roughly 
$40 billion. 

Of this total $15:5 billion were returned in the 
five years 1925 to 1929, when the price level was 
relatively stable, but the maximum rate of tax 
on them -was 12:5 per cent. Net gains of roughly 
%245 billion were reported in the seven years 
1945 to 1951, during which the purchasing power 
of the dollar fell more than 30 per cent, and the 
maximum rate of tax was 25 per cent. In the other 
eighteen years aggregate losses roughly equalled 


s. 

"m the light of this experience, it seems probable 
first that a tax of 42:5 per cent on capital gains in 
Britain would create an unwillingness to take 
capital gains, if not also some unwillingness to 
take risks and would not be highly productive; 
and secondly, that even if the proposals made by 
the minority were adopted and appreciation in 
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value of gifts and bequests of property were 
treated as capital gains to the donor or testator 
in the year of gift ог death, the estimates of yield 
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'The Commission is clearly on sound ground 
when it declines to accept the guiding principle 
which the Tucker Committee had accepted: 
'that business profits as computed for purposes of 
taxation should follow the established rules of 
commercial accountancy.’ 
However flattering this view may be to the 
accounting profession, it is clear that the functions 
of the accountant under the Companies Acts are 
not such as to make the rules which he lays down 
in that capacity properly decisive for tax purposes. 
It may, no doubt, be desirable and perhaps even 
an administrative necessity for the Legislature 
to authorize the tax administration, subject to 
some general reservations, to accept accounting 
methods employed consistently by the taxpayer (as 
the United States statutes have done since 1918). 
And when a specific provision of law relating 
to income determination is being laid down by the 
Legislature, the opinion of accountants on the 
desirable form of provision should naturally 
have great weight. 
But the profession is not in a position to 
discharge the responsibility which acceptance of 
the Tucker Committee’s principle would impose 
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made by the minority would still be difficult to 
accept unless it could be assumed that there would 
be continued inflation to swell the monetary gains, 


AND TAXATION 


upon it. Moreover, changes in conditions may 
call (and in my judgment, do now call) for new 
accounting rules; and the profession is not so- 
organized as to make changes of accounting 
rules easy; experience shows that they are only 
slowly and with difficulty effected, unless given 
an initial impetus by a change in regulations. 

Of all the changes in conditions which have 
taken place, none perhaps is more important 
than the change from the period of falling prices 
in the last quarter of the nineteenth century to 
the period of rising prices in the twentieth. 

Britain and the United States both seem to have 
embarked on two major policies: one of maintain- 
ing substantially full employment by constantly 
increasing investment; and the other of reducing 
disparities in the distribution of income and 
wealth. One may doubt whether in these circum- 
stances the assumption of the Commission as to 
the future of the price level is at all likely to be 
confirmed by events. 

But the Commission was set an impossible 
task which only this assumption could bring within 
practicable limits; the magnitude of itsachievement 
must be apparent to all who study. the report. 


AUSTRALASIAN COMMENTARY - XX 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(AUST.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants ín Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Internal Control and Audit 


HE August issue of The Chartered Account- 
ant in Australia, carries a study of the 
organization and accounting procedures of 
a manufacturing company together with a sug- 
gested audit programme. The authors, Messrs 
E. І. Flook, F.c.a.(aust.), E. D. Summerson, 
F.C.A.(AUST.), and R. M. Wylie, A.C.A.(AUST.), are 
Brisbane accountants and they prepared the paper 
after a number of meetings over a period of some 
nine months at which several practising members 
of the Chartered Institute attended. 
The company selected is one actually in opera- 
tion in Brisbane. It is a moderate-sized concern 
with the accounting duties fairly well spread over 


a relatively small clerical staff. As a consequence, 
the internal control is not perfect. 

This paper is an invaluable contribution to the 
study of auditing practice. After discussing at some 
length the internal organization of the company, 
the authors set out a detailed audit programme, 
the interesting feature of which is the nature and 
extent of the test checking indicated. 

In Sydney, there has been much discussion 
in recent months as to the way in which test 
checking should be carried out. Some practi- 
tioners have openly advocated a percentage 
(which seems to vary be®ween ten and twenty 
per cent) of each month's transactions. „Others 
favour the detailed examination of one whole 
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month’s transactions and in some cases two 
months have been suggested. Whilst it is not 
always satisfactory to extract parts of a paper such 
as that mentioned above and expect reference 


thereto to be meaningful without the background . 


of the whole paper, some points (on the volume 
of testing only) may be noted here. 

In respect of general cash expenditure vouch- 
ing, the programme describes the selection of two 
months per year and requires full vouching for 
those months, sighting requisitions and properly 
authorized and supporting documents. For three 
months of the year (which must include the two 
months for which general cash disbursements 
are vouched) the total payroll cheques are verified 
with the payroll, at the same time seeing that the 
payroll sheets are properly authenticated. Tests 
in other spheres vary again; for example, se- 
quences of cash-received sheets are checked for 
five consecutive days a month; twice a year five 
stock cards are selected and all outgoing entries 
followed for one month back to daily sales dis- 
sections, depot transfer advices and secretary’s or 
warehouse manager’s authorities for write-offs. 


Depreciation Allowances 

Towards the end of 1954, a committee was 
appointed by the Federal Treasurer to examine 
certain aspects of depreciation allowances for 
taxation purposes. The conclusions of the com- 
mittee, published recently, are too lengthy to set 
out here in detail, but some points may be noted. 

The committee recommended that the rates 
of depreciation for the diminishing value method 
be increased by 50 per cent, such increase to apply 
to existing plant as well as future purchases. 
It thought that an option should be given to 
. taxpayers using the prime cost method to change 
to the diminishing value method, and those using 
. the diminishing value method to change to the 
prime cost method, in regard either to the whole 
of their plant or only to future purchases. In lieu 
of assessment in the year of receipt, taxpayers 
should be permitted to set off any recoupment of 
depreciation against the value of other assets 
subject to depreciation. | 

Another interesting recommendation was that, 
to provide for obsolescence, taxpayers be given 
options within prescribed limits to take rates of 
depreciation above the standard rates. However, 
the Government has decided not to give effect to 
' the recommendations, due to the fact that in 
1954-55 domestic egpenditure on goods and 
services exceeded the value of output by approxi- 
, matelye £17 million. In these circumstances the 
‘Treasurer announced that tax concessions (which 
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would involve an increase in private spending 
power) could not be considered at the present 
time. 
Case Studies 

Professor W. J. Vatter, PH.D., C.P.A., Professor of 
Accounting in the School of Business, University 
of Chicago, is at present in Australia and has 
already given a number of addresses in several 
States. At a meeting of the Sydney Chapter of the 


Institute of Internal Auditors, Professor Vatter 


emphasized the value of the case study technique 
in the development of all branches of the pro- 
fession. During the discussion two points of in- 
terest emerged. Firstly, the opinion was expressed 
that case study presentations should be made at an 
institutional level. It was felt that some individual 
accountants are reluctant to produce case studies 
from their experience and records due to doubts 
about identification. Secondly, internal auditing 
was ohe field wherein numerous types of case 
studies would be tackled without any question 
of inferring details as to turnover and volume of 
business. 
Bankers' Staff College 
The Bankers’ Administrative Staff College has 
been established to assist in the higher training 
and development of bank executives by providing 
a course of studies in the fields of organization and 
administration, the special problems of top bank 
management and the basic aspects of the Aus- 
tralian and New Zealand economies. The college 
is a combined training project on the part of a 
number of the Australian banks and is located at 
Sydney (with a change to Melbourne planned for 
next year). џ 
There аге at present seven main divisions in 

the course of studies, and of interest to account- 
ants is that styled 'Advanced banking problems', 
which takes in among other things: balance sheet 
analysis, capital structure of companies, cost 
accounting in business, taxation of companies and 
banks, and business failures and rehabilitations. 


New Professorship 

Professor E. Bryan Smyth, в.А.5.А., has been 
appointed to the Foundation Chair of Account- 
ancy in the Department of Commerce, New 
South Wales University of Technology. Professor 
Smyth was formerly Head of the School of Com- 
merce at Sydney Technical College. Не is the 
first appointee to the University's Faculty of 
Commerce. This faculty will provide courses 
leading to the degree of Bachelor of Commerce in 
general commerce, wool commerce, accountancy 
and public administration. 
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A TAX APPEAL BY SANTA CLAUS 


Use of Reindeer during the year a benefit in kind? 


by FREDERICK A. J. COULDERY, A.C.A., A.A.C.C.A., А.С.С.5. 


The Editor informs any readers who are in doubt, that the characters portrayed in 
the following article are purely imaginary. 


Letter, H.M. Inspector of Taxes to Santa Claus 
I understand that the reindeer provided for your 
use on Christmas Eve ate available to you for 
your private purposes throughout the rest of the 
year. This clearly constitutes a benefit in kind, 
assessable under the provisions of Section 161, 
Income Tax Act, 1952, and I propose to raise an 
assessment for 1955-56 on this matter. 

May I please have your proposals as to the 
amount of this benefit?’ 


Letter, Santa Clause to H.M. Inspector of Taxes 
Your remarks are noted, and I agree that the 
reindeer are available for my personal use 
throughout the year. 
Your attention is invited, however, to Section 
166, Income Tax Act, 1952, which states that: 
“This chapter shall not apply in relation to any 
pe ea corporate established for charitable purposes 
only 
My employés; North Pole Enterprises Ltd, are 
established solely for the purposes of distributing 
gifts on Christmas Eve and such other times as are 
considered appropriate. 
I submit, therefore, that there is no statutory 
authority for the levying of any assessment on 
me in this matter. 


Letter, H.M. Inspector of Taxes to Santa Claus 
On further consideration, I am prepared to post- 
pone any assessment on benefits in kind received 
by you, in so far as they arise from expenditure 
incurred by your employers. 

It occurs to me, however, that you are never- 
theless in receipt of certain benefits in cash and in 
kind from members of the public generally. I 
understand that certain sums are paid to you as 
gratuities in the days prior to Christmas and that 
in addition you are afforded considerable hospital- 
ity on your journeys on Christmas Eve. 

If the length of your journeys does not permit 
your return home on Christmas Eve, it may also 
be necessary to consider the matter of ‘home 
saving’ for the night in question, although I pro- 
pose to defer consideration of this aspect. 

I propose to recommend an assessment in the 
sum of {1,000 for 1955—56 for the benefits received 
by you otherwise than from your employers. 


Letter, Santa Claus to H.M. Inspector of Taxes 

I would point out that my employment is with a 
company which is not ordinarily resident in the 
United Kingdom. I submit, therefore, that no 
question of any United Kingdom income tax can 
arise on any benefits received by me. 


Letter, H.M. Inspector of Taxes to Santa Claus 
It is regretted that your contention that benefits 
in.cash and in kind received by you whilst in this 
country are not assessable cannot be accepted. 

I would draw your attention to the decided 
case of Calvert v. Wainwright (26 A.T.C. 13; 27 
T.C. 475). This case was in connection with a taxi- 
driver who, it was held, was assessable in respect 
of tips received by him from. passengers, notwith- 
standing the fact that his employment was with 
another party. The point is that the benefits arise 
as a result of the holding of an office, and are, 
therefore, assessable under the provisions of 
Schedule E. 

My Head Office are of the opinion that if 
benefits in cash or in kind are received in this 
country, it is immaterial as to whether or not the 


‘office or employment is held in the United 


Kingdom. I must also point out that even though 
your employers may be ordinarily resident at the 
North Pole, it is a question of fact,*o be deter- 
mined by the Commissioners if necessary, as to 
the place where your employment is held. 

Accordingly, 1 enclose a notice of assessment for 
1955—56 in the sum of £1,000. 


Letter, Santa Claus to H.M. Inspector of Taxes 
I hereby give formal notice of appeal against the 
assessment for 1955-56 levied upon me, in the 
sum of £1,000. I have already indicated my 
reasons for suggesting that this assessment is 
ill founded — viz. that I have no office or employ- 
ment in the United Kingdom. | 
I feel I should inform you that although the 
normal complement of reindeer has been provided 
by my employer in recent years, yet it has 
been necessary for me to supply extra reindeer to 
execute my duties satisfactorily. The weight of 
gifts has steadily increased, and despite thorough 
training, the normal complement has shown 
itself quite unable to move the fully-loaded 
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sleighs. The cost of supplying these additional 
reindeer has fallen on my own purse, since my 
employers are still considering the possibility of an 
increase in the establishment of this service. 
(I am sure you will appreciate the difficulties one 
encounters when attempting to increase establish- 
ment figures.) 

. Accordingly, I propose making a claim under 
the Ninth Schedule, Income Тах Act, 1952, for 
the cost of supplying these extra reindeer, which 
I estimate to be {1,000 per year. 

Paragraph 7 of this Schedule states: 

‘If the holder of an office or employment of 
profit is necessarily obliged to incur and defray 
out of the emoluments thereof the expenses of . . . 
keeping and maintaining a horse to enable bim to 
perform the same .. . there may be deducted... 
the expenses. .. .' 

Аз a reindeer is a similar animal to а horse, but 
better suited to the climate, I suggest that the 
expenses of maintaining these animals, therefore, 
constitutes an allowable expense. 


Letter, H.M. Inspector of Taxes to Santa Claus 
Your claim is noted, but I am in some doubts as 
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to the validity of your suggestion that а horse 
(Equus caballus) is the same animal as a reindeer 
(Rangifer tarandus). The Act does state ‘a horse’, 
and although I understand that certain zoologists 
hold the view that there was a common ancestor 
for these animals in the phenacodus of the lower 
Eocene period, yet proof of this connection which 
is apparently lacking at present would necessarily 
have to be supplied by you to the Commissioners. 
In view of the complexity of this issue, however, 
Tam communicating with my Head Office, and I | 
will write to you again when I have their decision 
on this matter. 


Letter, H.M. Inspector of Taxes to Santa Claus 
I have now heard from my Head Office with re- 
gard to this matter generally. 

In view of the special circumstances, it is not 
thought expedient to pursue the matter further, 
and without prejudice to the points of law and 
of fact which have been raised in this correspond- 
ence, І have to inform you that the assessment 
for £1,000 for 1955-56 has been withdrawn. 

I am further authorized to inform you that it is 
most unlikely that you will be troubled again by 
correspondence with this department. 


A CHRISTMAS ALPHABET 


The answers will be found elsewhere in this issue 


А 
1. Who made the rule of refusing dedications 
‘because in his situation as Chancellor of 
the University of Oxford, he had been much 
exposed to authors? | 


2. What is the formula for the area of: (а) а. 


triangle; (b) a parallelogram; (c) the surface 
of a sphere? | 
3. Who asked: · 
‘Why should a man, whose blood is 
warm within, 
Sit like his grandsire cut in alabaster’? 
4. Who was: (a) Alberoni; (b). Ariosto; (c) 
Alexander Alekhine? 
5 B. ; 
. Of what longer name is Brighton a corruption? 
. What is a bill of store? 
-7. Where is: (a) the Bass Rock; (5) Botany Bay; 
(c) the Bight of Biafra? 
. What is the beverage called ‘bishop’ ? 
ес 
9. Who constructed: (а) the Panama Canal; 
(b) the Suez Canal? | = 


со ST сәл 


то. What five cities in America have рорша- 
tions of more than 1 million? 

11. Who wrote: (a) Clarissa (b) Coningsby; 
(с) Cranford? 

12. Who was the companion monster to 
Charybdis and where did they operate? 


D 


13. Who described the donkey as ‘the devil’s 
- walking parody on all four-footed things’? 
14. Where was Daly’s Theatre in London and 
what building now occupies the site? 
I5. Who was: (a) John Thaddeus Delane; (5) 
Martin Droeshout; (c) Denys Diderot? | 
16. What are the three dramatic unities? 


E - ; 
17. In what county is: (a) Eye; (b) Elie; (c) Ely? 
18. Who was the father of: (a) Edward I; (b) 
Edward VI; (c) Edward VII? 

19. What is euphemism and who was its first 
exponent? 

Who had a left elbow which people came 
miles to see? 


20. 


45. 


Е 


. What is the Federal Reserve System? 
. Who was: 


(а) John Flaxman; (b) Henry 
Fuseli; (c) Ronald Firbank? 


. What are the following pieces of furniture: 


(а) а canterbury; (b) a davenport; (c) a 
pembroke? 


. Who wrote: (a) The Spanish Farm; (b) Orley 
Farm; (c) Animal Farm? 


G 


. What are the lightest and heaviest known 


es? 


gas 
. Where is: (а) Gerona; (b) Golconda; (c) 


Gdynia? 


. What is a Glasgow pint? 
. What is gerontocracy? 


H 


. Who said that hell: (а) has по fury like a 


woman scorned; (5) is full of musical ama- 
teurs; (c) is a city much like London? 


. What was the Hanseatic League? 
. Where are the five cities and towns of 


Hamilton? - 


. What is meant in heraldry by blazoning a 


coat of arms? 
"I 


. Who was described by Horace Walpole as 


'the inspired idiot'? 


. What are incunabula? 
. Where is: (a) Isola Bella; (5) Istria; (c) Ithaca? 
. What was the Irredenta? 


J 


37. Who slew. the Jabberwock? 
. Who wrote: (а) John Inglesant; (b) Sohn 


Halifax, Gentleman; (c) John Splendid? 


. What are the three meanings of the word 


‘jamboree’ ? 


. What in law is а jointure? 


А : 


. What is the approximate number of kilo- 


grammes in a ton? 


. Who was: (a) Ivar Den (b) Paul Kruger; 


(c) Paul Klee? 


. What was the middle name of.Jerome К, 


Jerome? 


. What is a kite in the vernacular of: (a) the 


law; (b) the Royal Air Force; (c) the stock 
exchange? 

L 
What is lycanthropy? 
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54. 
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57. 
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What is the modern equivalent in this country 
of an Australian larrikin? 

Of what country is lacrosse the national 
game? 

What chef committed suicide because the 
lobsters did not come in time for a banquet? 


M 


. Which eight American States begin with the 


letter M? 


. In what plays do the following characters 


appear: (а) Mrs Malaprop; (b) Mrs Milla- 
ment; (c) Mrs Maisie Madigan? 


. What distinguished ladies corresponded 


under the names of Mrs Morley and Mrs 
Freeman? 


. Into what three groups is the highest order 


of mammals divided and to which does man 
belong? 
N 


. Who was: (a) John Nash; (5) Paul Nash; 


(c) Thomas Nash? 

What advantage, according to Ogden Nash, 
has liquor over candy? 

Who described nature as ‘red in tooth and 
claw’? 


. What newspaper has the greatest circulation 


in the world? 
о 


Where were the Olympic Games held іп: 
(a) 1936; (5) 1948; (c) 1952? 


. What is an orrery? 
59- 


Who was: (a) Orestes; (b) Orpheus; (с) Osiris? 


бо. What is the meaning of: (а) olla potrida; 


(b) omnium gatherum; (c) oi polli 
P 


. What opera contains the characters Ping,” 


Pong and Pang? 


. Who were the four prime ministers of the 


reign of Edward VII? 


. What is ‘profit a prendre? 
. What is the political theory of pluralism ane 


who was its principal exponent? 


Q 


. What 18: (a) a quaternion; (5) а quatorzain; 


(с) а quatrefoil? 


. Who was Old Q.? 
. Where is: (a) Quimper; (5) Quito; (c) Quetta? 
. When is Quasimodo Sunday and why is it 


so called? 
R e 


· Who succeeded: (a) Richard I; (b) Richard П; 


(су Richard III? 





о 0M 
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то. Where in London was: (а) Ranelagh; (b) 
Ratcliffe Highway; (c) Rainbow Corner? 

71. What is the ranz des vaches? 

72. What is the longest, regular non-stop run by 
passenger train in the world? 


S 


. 73. Who referred to ‘the giant rat of Sumatra, 


a story for which the world is not yet pre- 
pared'? 

74. What is (a) steganography; (b) subinfeuda- 
tion; (c) swan-upping? . 

75. Who was: (a) Robert Falcon Scott; (b) George 
Gilbert Scott; (c) Charles Prestwich Scott? 


‚ 76. What flower is known as ‘the shepherd's 


sundial’? 
` T 

77- What statesman gave his name to the teddy 
bear? 


78. Where is: (a) Tehuantepec; (b) Trincomalee; 
(c) Trichinopoly? . 

79. Which is the oldest theatre in this country 
still in use? 

80. What is toxicology? 


U 
81. What are the Upanishads? 
82. Who was: (a) Nicholas Udall; (b) Sigrid 
.Undset; (c) Maurice Utrillo? 
83. What are the main ingredients of umble pie? 
84. What is the doctrine of utilitarianism and 
_ who was its first exponent? 
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V 
85. Who was the originator of vaccination? 
86. What English poet was drowned and crema- 
ted at Viareggio? | 
87. Who were: (a) the Valkyries; (Б) the Vandals; 
(c) the Vestals? 
88. What is the velocity of light? 


W 

89. What two winds, according to Homer, lived 
in a cave and ruled over the other winds? 

до. With what reform movement was William 
Wilberforce associated? 

91. When is: (a) the first dog-watch; (b) the 
middle watch; (c) the first night-watch? 

92. What is: (a) a wardmote; (b) a wapentake; 
(c) a wayzgoose? 


93. Why are yew trees often planted in church- 
yards? . 

94. What is Yom Kippur? 

95. What in Scandinavian mythology is the 
Yggdrasil? 


96. Who were the leaders of the Young England 


movement of last century? 


2, 
97. Who was: (а) Francisco Zurbaran; (b) 
Johann Zoffany; (c) Stefan Zweig? 
98. What is the zeitgeist? 
99. What is (or was) а zoot-suit? 
100.Who was the son of Zachariah? 


POLICY FOR INVESTING 


by G. У. JOINER, A.I.B. 
Trustee Department, Martins Bank Limited 


HE first problem of investment to which I 

unfortunately have not found the answer is 

one of capital. Capital is essential, and і уои 
are not well endowed then the solution may be to 
acquire a rich wife or to become a chartered account- 
ant. 

Before we examine investment policy for different 
purposes I think it best to comment on the main 
considerations to be borne in mind in deciding that 
policy. 

There is a wide choice of stocks but it can be briefly 
divided into two main types, of which the first con- 
sists of fixed interest stocks such as Government, 


: foreign, dominion, colonial, debenture, and prefer- 


ence stocks, and in recegt years unsecured loan stocks. 


A lecture delivered to the Chartered Accountant Students’ 


· Bocietytof London, on oe a3rd, 1955, with Mr Hugh 


Nicholson, F.c.a., in the chair 


These must be subdivided into stocks with definite 
redemption dates and those with no fixed date. 

‘The nearer the maturity date, the closer the market 
price will be to parity, whereas the price of undated 
stocks depends on the prevailing level of interest 
rates. With Bank rate high as it is now, the lower the 
price of all fixed interest stocks, but those with a 
definite redemption date, unless it is too far distant, 
suffer less in value than the undated holdings. 

The other type is the ordinary stock which repre- 
sents a share in the equity of the company. In 
buying this, one is dependent for dividends on the 
profits remaining after all prior charges have been 
met and after all transfers to reserves have been 
made. 

It is, therefore, in these stocks that there is the 
hope of obtaining increased dividends and capital 
appreciation over the years. Against this hope for 
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the future there is the risk of selecting wrongly and 
losing part or all of the capital invested. 


Important to Obtain 
a Spread of Investment 


It is, therefore, important to obtain a spread of 
investment. Do not put too large a percentage 


of your capital in any one company or in a group of 


companies engaged in the same trade. 

'This spread should also be a geographical one; 
invest capital in other countries than Great Britain 
though do not follow fashion blindly. In recent 
years it has been popular to buy American and 
Canadian equities and, at one pr А 
time, when the Socialists govern- 
ed, investors paid a premium 
of up to 22 per cent of market 
price for the privilege of buying 
dollar stocks. As this premium 
is now only three-quarters per 
cent the loss on sale will at 
least reduce any capital apprecia- 
tion that has accrued. 

It is better to buy stocks that 
enjoy a good market and that 
generally means investing in the 
larger companies. Dealings are 
more frequent, and as a result 
jobbers quote closer prices for 
buying and selling, and it is 
easier to follow the fortunes of 
the company as its affairs receive 
more publicity. 

I imply no criticism of the 
stocks of a smaller company 
which frequently give a higher 
yield due to the fact that they 
are not so well known to the 
public. 

Stress must be paid on the 


important part politics play in deciding policy. 


Since the Second World War, the investor has 
had to contend with nationalization of certain 
industries, financial crises, warnings on expenditure 
from the Chancellor of the Exchequer, and the 
recurring difficulties of our dollar balances, added 
to which there have been changes in purchase 
taxes which do not help the home market. The. 
result has been to make for violent changes in quota- 
tions.on the stock exchange. On Wednesday the 
Chancellor will announce his autumn Budget and 
І do not think that anyone can foretell the effect on 
markets. 

You will, therefore, appreciate that confidence is 
an important factor. Faith in the ability of the 
Government for the time being, good trade figures, 
full employment, better dollar balances and the 
converse, all react on the stock exchange. 

Popularity is a consideration. It may seem absurd, 
but from time to time one section of the market 


becomes popular and prices jump. For ‘example, 
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atomic power becoming a practical proposition made 
electrical engineering and boiler-making company 
shares rise steeply to such a point that yields become 
very low. Settlement of the Persian oil dispute made 
oil shares, even if unaffected, soar. Frequently this 
popular demand for a stock pushes the market price 
to an unrealistic figure and that is the time to sell in 
order to buy back at a lower level. 


Bank Rate a Dominant Factor 


Bank rate is a dominant factor as changes in «ће rate 
react on the whole market. When the rate is low, 
buy short-dated stocks, and when the rate is high, 

set buy long-dated or undated stocks, 

I will quote you an example: 

The Socialist Government kept 
Bank rate at a low figure and 
when buying Government stocks 

- I bought the shortest dated 
available, mostly 3 per cent 
Defence Bonds, to the maximum 
amount authorized for as many 
trusts as possible. When the rate 
rose І sold these holdings, 
reinvesting in 3 per cent med- 
ium-dated issues, which I later 
replaced by a slightly longer 
dated 34 per cent issue, mostly 
replaced, also at a profit, by 34 
per cent Defence Bonds to the 
maximum allowed, and with 
Bank rate at 44 per cent these 
34 per cent Bonds are being 
exchanged for higher yielding 
holdings. 

Though yields are obviously 
related to Bank rate yet recently 
first-class equities were yielding 
less than some (Government 
stocks, due, I suggest, to over 

optimism for the future. This now appears to 
be corrected, but many suffered heavy losses in 
the process. It is reasonable to buy discounting the 
future, but it can easily be overdone, so buy to 
obtain a reasonable yield subject to the conditions 
pertaining at the time. 

Attention must be paid to the gearing of a com- 
pany's capital in order to ascertain the ratio of 
ordinary capital to the capital and debenture stocks 
which rank prior to it. Where the proportion of the 
ordinary capital is small in relation to the remainder, 
it may be that although previous analysis of the 
amount earned for ordinary dividends may show 
the dividend paid to be well covered, a poor year 
will result in the almost complete loss of this cover, 
or even worse, make continuation of the dividend 
rate impossible. Avoid where possible investing in 
highly geared ordinary stocks and buy those stocks 
where the gearing is not so steep, as then fluctuations in 
profits have less effect on the distribution eto the 
ordinary stockholders. 
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| Policy – for the Wealthy 


· Having discussed the general considerations to be 
' borne in mind we will now consider policy for the 
individual. I fear that he must be subdivided into 
` two – one wealthy and the other reasonably well-to-do. 
Let us consider the wealthy one first. Income is not 
' of prime importance due to the heavy rate of taxation 
that he incurs, so he will seek investments offering 
«scope for capital profits which are free of tax. It is 
‘certain that at the present time he will be attracted 
by short-dated Government and other stocks which 
are quoted at a discount, such as 2 per cent conversion 
stock, 1958-59, 23 per cent funding stock, 1956-61, 
and 2) per cent savings bonds, 1964-67. Purchase of 
stocks of this nature will, in a comparatively short 
: period of years, give the holder a capital appreciation 
‘of 7 per cent to 19 per cent, depending on the stocks 
' chosen. 

The fact that the yield is small will be of little 
concern to a heavy surtax payer. He will also be 
attracted by the shares of those companies enjoying 
from his point of view a period of depression but 


with good future prospects. The equities of: 


‘growth’ companies will receive his consideration ~ 
‘ie. those shares which should improve in price 
over the years as profits expand. 


~ for the Reasonably Well-to-do 

The more important from our point of view is the 
reasonably well-to-do individual. He will spread his 
investments both in type and geographically, but 
remember he can only judge conditions as they are 
and perhaps make an intelligent guess as to the 
behaviour of the market over the next few months. 

| Realizing this, he will try to safeguard capital and 
also secure a reasonable return. 

І suggest ‘that at present, in view of the nearness 
.of the autumn Budget, he invests 50 per cent of his 
capital in dated Government stocks, selecting short 
to medium-dated holdings atanding at a discount, 
and also buying a 44 per cent stock such as British 

* Electricity 44 per cent guaranteed stock, 1967-69, 
‘quoted at under par with a maximum life of fourteen 
ryears. He could place 20 per cent of his cash on 
‘building society share accounts to obtain a yield of 
3 per cent free of tax, which is equal to £5 45 4d per 
‘cent gross, and invest the balance of 30 per cent in a 
number of good-class ordinary stocks. 

My reason for proposing such a conservative 
ipolicy i is that the outlook is obscure. At the present 
‘time several large trade unions are either preparing 

"or pressing wage claims and also the Chancellor 
‘will announce his autumn Budget in two days’ time. 
‘My well-to-do individual is, therefore, keeping most 
‘of his capital in fairly liquid form hoping for a 
change in conditions. 

I think it reasonable to forecast that the next 


ichange in Bank rate will.be downwards. Possibly | 


ithese are famous last words, and I have no idea as to 
when the move down will take place. Nevertheless, 
when it occurs our investor can sell at a profit half of 
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his dated Governmént stocks and reinvest in equities 
with a beneficial effect on his income. The building 
sociéty accounts can be withdrawn as and when 
suitable opportunities occur and the cash can be 
invested in the purchase of further equities. 

I think it reasonable that our individual should at 
the completion of his portfolio hold approximately 
25 per cent of his capital in fixed interest stocks and 
the balance in equities, but he must be prepared to 
modify his policy as and when market conditions 
alter, even to the extent of reversing the percentages 
held in the two classes of stock, as by so doing he can 
secure to a large extent capital profits gained on his 
equity holdings. Admittedly a change into a larger 
proportion of short-dated fixed interest stocks -will 
result in a reduction in income, but I feel that this is 
compensated for by the greater security given to 
capital. 


A Reasonable Portfolio of Investments 


Any portfolio of investments can be criticized but I 
will detail and comment upon a portfolio which, in 
my opinion, will not only give the holder a reasonable 
return, but also by the nature of its spread protect 
his capital over the years, 

I have already suggested investment of 25 per cent 
of the capital in Government and fixed interest stocks, 
and propose that the balance be spread over the 
following classes of equities, the percentages to be 
invested in each class being approximate: 

I5 per cent in insurance shares, which over the years 
have proved their growth potentialities. Most of 
the companies pay their dividends out of the income 
received on their investments, and as a result each 

' year profits on insurances effected are ploughed 
back into the business and utilized to buy further 
investments which produce more income. 

It is probably correct to say that no matter what 
price is paid for a share of one of the leading 
companies, it will be possible sooner or later to sell 
at that price. By reason of the fact that so much 
insurance is effected abroad with British companies, 
especially in the United States and Canada, insur- 
ance shares provide a useful hedge against inflation. 

IO per cent in banking and discount house shares, 
which may, by virtue of'their standing, be compared 
to an undated Government stock with the advantage 
of a higher yield. I would include а small selection 
of Canadian and overseas bank shares in order to 
widen the geographical spread of the portfolio. 
Banks have been notoriously conservative in their 
dividend distribution, but the last few years have 
brought an easing of the purse-strings. 

IO per cent in oil shares. The leading companies 
control the industry from the oil-well to the finished 
product and as they own or lease oil-bearing land 
in many widely separated countries, they are not 80 
vulnerable to the effects of political upheavals in- 
any one area. 

IO per cent in chemicals. The great chemical com- 
panies have such a wide variety of products that a 
falling-off in profits from one section of the com- 
panies’ activities may well be compensated for by 
increased profits elsewhere. Although profits would 
be affected by а slump in trade at home, the over- 
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seas trade they enjoy would help te keep the profit 

level stable. 

I5 per cent in general industrial shares. I would 
rather not quote the names of companies as com- 
parisons are odious, but I would invest in the shares 
of those companies of which the principal business 
is the supply of components to manufacturers of the 
finished product. The shares selected should cover 
a wide range of industrial activity and I think 
Should include companies engaged in cable manu- 
facture, boilermaking, building materials, engineer- 
ing, and steel production. 

I would also invest in the shares of companies 
which, although they make the final product, yet 
that product is really ancillary to something else 
and is not used by the public on its own. I would 
include in this category some well-known salt and 
mustard manufacturers, which, in addition to the 
well-known brands they sell have many allied 
interests. Examination of their balance sheets over 
the years will show that the investor has had no 
regrets for investing in their shares. 

5 per cent in American utilities. The United 
States has ignored the doubtful benefits of nation- 
alization, and I would invest in those public 
utilities operating in an expanding community, 
with the view that over the years both profits and 
share values would improve as the density of 
population and industrial activity increase. 

IO per cent in investment trust stocks. You will 
note that І have not recommended the inclusion of 
any speculative holdings. I have left these to the 
management of the investment trust companies who 
include them to some greater or less extent in a 
greatly diversified portfolio. During the post-war 
period, investment trusts have, through shrewd 
management, increased the rate of dividend year 
after year, with a consequent increase in market 
value of the ordinary stock. You will note that nearly 
every management obtains a wide geographical 
spread in its portfolio. I consider that the leading 
stocks could be bought and be retained over the 
years to provide a reasonably assured income. There 
is a criticism in that the leading equities are difficult 
to buy in good times, and during a period of de- 
pression the market piices for buying and selling 
are wide. Few investment trust equities enjoy that 
free market of which I have spoken, but against 
this they merit inclusion in any list of investments. 

In selecting my investments I would examine the 
past record of the company, the dividend cover over 
a decade, and the gearing of the equity capital. If all 
the capital were available at one time I would not 
invest in all the stocks at one time, but spread my 
purchases over a period, waiting for a suitable 
opportunity when one or more market is dull to do 
my buying. 

Policy for the Trustee 
Now for the trustee, and here 1 speak with deep 
feeling. The same considerations influence him as 
they do the individual, but the poor fellow is 
hampered in all varieties of manner. 

His power of investment is limited by the ap- 
propriate clause in the deed of settlement or the will. 
Far too frequently the clause is restrictive, confining 
him to the purchase of stocks authorized by the 
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Trustee Act, 1925, or in addition debenture and/or 
preference stocks. Often the inclusion of the latter 
stocks is limited by a stipulation as to the minimum 
authorized or issued capital of any company whose 
prior stocks can be purchased, and there may be a 
further limitation in that the company must have 
paid a certain rate of dividend on its ordinary stock 
for a stated number of years before its prior stocks 
can be bought. Some clauses limit investment to the. 
stocks of companies engaged in specified trades or 
industries. 

Some wills, although restricting investment, 
authorize the trustee to retain any stocks held at 
the date of death, and as a result the trustee will often 
refrain from selling high-yielding ordinary shares so 
held, even though they are not really suitable for 
the trust, as he knows he can only reinvest in fixed 
interest stocks with a consequent reduction in in- 
come, which these days is a serious matter for most 
life-tenants. 

The practice of authorizing the trustee to invest 
as though he were the beneficial owner of the capital 
and holding him free from liability for any loss is 
becoming more common, and in these inflationary 
times І would welcome as a trustee ав open an 
investment clause as possible as I am certain only 
the widest powers will protect capital from deprecia- 
tion and safeguard purchasing power of the income. 
Many times have I studied the stocks held in a trust 
and have been unable through restricted investment 
powers to protect either the fall in purchasing power 
of the capital or of the income. 

Admittedly it is not the duty of a trustee to try to 
augment the capital given in his charge; his duty is to 
conserve to the best of his ability the original value. 
He may do his duty according to the law and at the 
termination of his trusteeship hand to the remainder- 
men the same amount of cash as was entrusted to his 
care, but its purchasing power will be considerably 
less than it was when the trust began. Also during the 
lifetime of the trust the tenant for life, often the 
widow of the testator, although perhaps receiving а• 
constant income, has been able to do less and less 
with it. The trustee will not knowingly buy an 
unauthorized stock as he must make good any loss 
that may be incurred by its purchase. 

Acting within the limits of the investment clause is 
only one of many limitations that confront a trustee. 
He may have to obtain the agreement of one or more 
co-trustees and also possibly that of the settlor or of 
the life-tenant before he can take any action. He 
therefore lacks the freedom of action enjoyed by the 
individual looking after his own affairs, and it is not 
unusual for a switch in investments, well worth 
making at the initial moment, to be pointless, due to a 
rise in price of the proposed purchase, by the time all 
the necessary consents have been received. 

In addition to being. papsibly restricted in his 
choice of investments and having to obtain consent 
of co-trustees or other parties, the trustee must never 
forget that the income and capital of his trust go 
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different ways. 
balance between the interest of his life-tenant and 
that of the remainderman. 

Often it happens that the life-tenant is also a co- 
trustee, the most common example being the 
appointment by the testator of his wife as co-trustee 
with a corporate body. I assure you that then it is 
often difficult to make the widow realize the necessity 
.of conserving capital and not paying attention only to 
the augmentation of her income. 


Anticipated Duration of the Trust 


The trustee should base his investment policy to 
some extent upon the anticipated duration of the 
trust. He will have a different policy, for example, 
for a trust of which the life-tenant is in the twenties 


' or where there are a succession of life interests than 


for a trust where the life-tenant is elderly. If con- 
fined to investments authorized by the Trustee Act, 
the trustee would buy stocks with a longer life for 
the younger person, as by so doing a better income is 
obtained, but for an elderly life-tenant he would be 
more inclined to bear in mind the possibility of 
having to account in the not too distant future to the 
remainderman, and so invest in less distant maturities. 

Should the powers of our trustee be unrestricted, I 
suggest that for the younger life-tenant he would 
invest in a larger proportion of equities than he 
would for an older person, his reason being that 
provided the choice of stocks is good there should be, 
in addition to the receipt of increased dividends, 
some capital appreciation over the years, whereas 
when the anticipated life of the trust is short, the 
trustee may have to account for the capital during a 
slump period and in consequence find the value of 
the equities he purchased well below the price he paid. 

' Unlike the individual, the trustee is less likely, 
when authorized to invest in equities, to buy low- 
yielding stocks that have the prospect of increased 
earnings in the future, as his duty is to provide as 
stable as possible an income for the life-tenant. 

* Again he will be guided in his policy by the circum- 
stances of his trust. He would take a different view, 
dependent on his powers, for a widowed beneficiary 
whose sole income comes from the trust, from that 
for a wealthy married woman whose children would 
receive the capital on her death. 

Investment for the benefit of a minor beneficiary 
should, I suggest, be confined. to trustee stocks even 
though the trust deed gives wider powers. One 
cannot be arbitrary and generalize as much depends 
upon the nature of the trust, but І would without 
hesitation first consider suitable trustee stocks for the 
investment. Invariably when investing a legacy for a 
minor I have purchased a dated trustee stock maturing 
at around the time the minor either comes of age or 
attains the age stipulated in the trust. In practice, 1 
have found it possible tq invest in a stock standing at a 
discount, and have, therefore, known that when the 
time cqmes to pay the legacy I can hand over a sum 
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Debenture and Preference Stocks 


I appreciate that in discussing investments I have 
made little mention of debenture and preference 
stocks, and I confess that I do not find them particu- 
larly attractive. Remember that I am expressing 
entirely a personal opinion. Í consider that although 
a debenture may be attractive when it is obtainable 
immediately after issue free of stamp duty, much of its 
virtue disappears after it is transferable in its 
definitive form subject to stamp duty which is at tbe 
rate of 2 per cent on the purchase price of all 
registered stocks. 

А debenture stock does not enjoy the free market of 
either a Government stock or a good class equity and 
as a result, wider prices are quoted for buying and 
seling. Company directors also have the knack 
of issuing debentures when market conditions are 
in their favour, with the result that there are a large 
number of such stocks on the market with distant 
maturity dates issued at around par when Bank 
rate was low, with an interest rate of 3 per cent to 
4 per cent. These stocks, despite their undoubted 
quality, are now quoted at a substantial discount 
due to the general rise in rates. 

Admittedly with a 44 per cent Bank rate purchase 
of a debenture at a discount will ultimately result 
in a profit, yet I would sooner, either as an individual 
ог as a trustee, invest in a trustee stock which is free 
of stamp duty, as I know that I shall have a freer 
market should I wish to realize at a later date, and 
this I think compensates for the slightly lower yield 
on the trustee holding. Remember that the yield on 
the debenture stock has to be found by taking the 
total cost of purchase, which includes stamp duty 
and commission. 

'The most common type of preference share gives 
the holder the right to a fixed rate of interest which is 
cumulative. That is to say, should interest not be 
paid at any one time, it will not of necessity be lost 
but be postponed until the fortunes of the company 
improve and enable arrears of interest to be paid off. 
Some preference confer the right to participate in a 
limited éxtra interest payment when the ordinary 
shareholder receives more than a stated minimum 
dividend. Whatever the variations in the type of 
share, I consider that they offer no scope to the 
holder. All he can hope to receive is the stated 
interest payable out of profits remaining after prior 
charges have been met. Although a few preference 
shares are finally redeemable, the date is invariably 
distant. 

· I would be reluctant to buy either a debenture or a 
preference at a premium and would, as I have 
already stated, prefer to divide my investments 
between trustee stocks and equities whenever 
possible. As a trustee, І have, barred by restricted 
investment powers from buying equities, invested in 
both debentures and preferences in order to increase 
income, but I would not do so if I had liberty of 
choice. Like debenture stocks, most preference 


RA vatum mE o Y 


ма NN реза NS плаве a ace E 2 


714 


and selling, and one of my primary requirements is a 
free market in the stocks I buy. I want to ensure to 
the best of my judgment that should it be necessary 
‘to realize any investment, I can do so quickly at a 
close price. I do not want to be in the position of 
having to accept a poor price due to the lack of 
marketability of my holding. 


Investment for Superannuation Funds 


Investment for superannuation funds should. follow 
much the same pattern as that for the trustee, although 
here I would buy more debenture and preference 
stocks since the purpose of the fund is to build up 
income, and capital is a secondary consideration. 
Income must be as assured as possible to ensure 
that the fund can always meet the claims made on it. 


Prior to the Second World War, the investment- 


powers of many funds were confined to trustee stocks, 


but the inflationary post-war conditions have: 


compelled the committees of superannuation funds 
to be equipped with wider powers in order to obtain 
an average yield better than that obtainable on 
trustee stock to meet the cost of increased pensions. 

I suggest that the fund should from time to time 
place 5 per cent of its capital in short-dated maturities 
In order to take advantage of a rise in interest rates, 
when it should switch these ‘shorts’ into undated or 
long-dated holdings at attractive price levels, and so 
secure the benefit of a higher yield. I cannot stress 
too highly the suitability of insurance shares, 
followed by leading investment trust stocks and 
bank shares. These are equities I know, but in a 
class of their own. Add to these first-class industrials 
giving a spread over industry, and support these by a 
wide selection of fixed interest stocks to ensure 
stability of income. 

The fact that contributions from employer and 
employee are placed to the credit of the superannua- 
tion fund throughout the whole of its existence often 
énables immediate advantage to be taken of an offer 
of stock particularly suitable for its portfolio, as the 
cash is available, whereas the trustee of an estate or a 
settlement is invariably fully invested and by the 
time the necessary consents to a sale in order to 
raise the necessary cash have been received, the 
stock required has been bought by another party. 


i ; Tax | 

It is important to bear in mind the fact that although 
by law the standard rate of income tax has to be 

deducted before payment from the gross amount of 
dividend, a company only pays tax on the proportion 
of its profits earned in the United Kingdom. The 
actual tax payable is known as the riet United 
Kingdom tax. Should the recipient of the dividend 
not be subject to tax at the standard rate he can only 
reclaim up to the amount of the net United аса 
rate, 
-I would say that nearly every superannuation fund 
of any size has been approved by the Commissioners 
of Inland Revenue and, therefore, сап reclaimall. 
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tax deducted at source from its income. It is ob- 
viously to the advantage of the fund to invest in 
stocks on which it can claim back the standard rate 
of tax or close thereto than to buy stocks on which 
interest or dividends are charged a low net rate. You 
will appreciate that the actual yield on the stock 
will depend on the proportion the net United King- 
dom rate bears to the standard rate – in other words, , 
the closer together the two are the greater the yield, 
on the investment to the fund. 

Again, should the recipient of the income be an 
individual not subject to tax at 8s 6d in the £ he can 
only reclaim up to the net rate paid by the company. 
I will quote you an example. I bought some overseas 
bank shares for an elderly relation which gave a 
yield of 7} per cent on cost, but the net United 
Kingdom rate charged on the last payment of 
dividend was nil. My relation, although not liable 
to pay the standard rate on his income, has had to . 
do so in respect of this dividend. 'l'o make matters 
worse, the shares have fallen in price. 

I have assumed in discussing investment policy 
that the individual or the beneficiary of the trust 
is domiciled in the United Kingdom. А non- 
resident individual, when investing in British stocks, 
would base his policy on whether or not there was 
a double taxation convention between the country 
of his residence and here, in order to avoid the 
incidence of excessive taxation on his income. When 
the beneficiary of a trust is resident abroad the 
trustee should consider investment in stocks on 
which interest can either be paid free of tax, or on 
which the tax can be reclaimed. Suitable Government 
stocks are the three issues of 3 per cent savings bonds, 
4 per cent Means ees loan, 4 per cent victory bonds, and 
3% per cent war 


Sinking Fund 
The only kind of sinking fund with which I am 
acquainted is the sinking fund for debenture redemp- 
tion, of which the purpose is to provide cash for the 
purchase of stock in the market for cancellation. 

The amount of stock that can be bought or the 
amount of the sinking fund that can be used in any 
one year is limited by the terms of the trust.deed 
created on issue of the stock. The deed generally 
either authorizes the purchase of a stated amount 
of stock for cancellation in any one year or drawings of 
that amount for redemption at par ог ‘at a premium 
or the amount of cash to be employed for such 
purposes. It is obviously better to buy if possible at 
under the price fixed for redemption by drawings. 

In the hope of buying a line of stock at a lower 
price, the broker to the sinking fund has been known 
to refuse to buy a small nominal amount of stock at 
the offered price and bid a point or two below that 
figure. If the jobber accepts the bid it will be quoted 
in the Stock Exchange Official List and the broker 
then hopes to obtain a larger amount of stock at the 
same . price, but needless to 4. he is not,always - 
successful. Б 
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-WEEKLY NOTES 


Estate Duty: Valuation of Shares 


On Monday, the House of Lords finally decided an 
important point on the valuation for estate duty of 
shares which are deemed to pass, under Section: 2 
(1) (c) of the Finance Act, 1894, as being the subject 
of an inter vivos gift. By Section 55 (1) of the Finance 
Act, 1940, shares which ‘pass’, ‘for the purposes of 
estate duty’, have to be valued on the assets basis in 
certain circumstances. 

In Sanderson and Others v. C.I.R. (The Times, 
December 2oth, 1955) the appellants contended that 
shares which do not actually pass, but are deemed to 
pass, could not be within Section 55 and therefore 
should be valued on the ordinary basis. It was agreed 
that on the assets basis the value was [90 105; on 
the ordinary basis, £22 ros. 

io. lordships, affirming the decision of Upjohn, 

J. (33 A.T.C. 274) and the EUN of Appeal (33 
A T.C. 374), rejected the appeal 


Authorized Unit Trust Schemes 


The Prevention of Fraud (Investments) Act, 1939, 
imposes stringent restrictions in relation to d 

with shares and securities, and kindred matters. 
‘These restrictions are to some extent mitigated in 
favour of, inter alia, managers and trustees of unit 
trust schemes which the Board of Trade have 
declared by order to be 'authorized unit trust 
schemes’. Section 16 of the Act empowers the Board 
of Trade to declare that a particular unit trust scheme 
is an 'authorized' one where the conditions imposed 
by the section are fulfilled. These conditions include 
the requirement that there shall be a trust deed which 
complies with, the further requirements set out in 
the schedule to the Act. The construction of the 
Section was recently the subject of a summons taken 
“out by Allied Investors Trusts Ltd, of Great Win- 
ichester Street, in the City of London. At the hearing 
on December i4th, Danckwerts, Ј., held that the 
Board of Trade were entitled to refuse authorization 
of a unit trust scheme under Section 16 on the 
ground that the initial service charge to investors (not 
exceeding 54 per cent) was too high; notwithstand- 
ing that the requirements set out in the schedule had 
been complied with 


Infants and Trust-breaking 


The report of a committee appointed to examine 
the effect of Chapman о. Chapman ([1954] A.C. 429) 
and to inquire into the desirability of altering the law 
as there laid down has been issued by the Inns of 
Court Conservative and Unionist Association. 

The report points out that where all the bene- 
ficiarieg of a trust are adult and sui juris, they can 
wind up the trust and distribute the trust property as 


they desire. If one or more of the beneficiaries is 
unborn, unascertained, or not sui juris, then, subject 
to certain exceptions, the Court has no jurisdiction 
to authorize the trustees to depart from the strict 
terms of the trust, no matter how beneficial this 
might be. That is the decision in Chapman v. 
Chapman. The principal object of trust-breaking, 
says the report, is to avoid’ or reduce the taxation 
which otherwise would have to be paid. It repeats the 
rhetorical question of counsel in the Chapman case: 


*Are they [the infants] to be throttled by the straps 
which bind them to the infant's chair?’ 


and points out that the-present state of the law con- 
stitutes an unfair discrimination against persons not 
sui juris. Тће Court's function was not to protect the 
Revenue but to protect the interests of those on whose 
behalf it intervened. If those interests were best 
served by an alteration with a tax-saving effect, then 
no considerations of public policy would deter the 
Court from giving the parties its assistance. 

The report recommends that a Bill be introduced 
to enlarge the Court's jurisdiction so as, in effect, to 
reverse the Chapman decision. Ít suggests that the 
enactment might conveniently take the form of an 
amendment enlarging the scope of Section 57 of the 
Trustee Act, 1925. 

The case of Chapman о. Chapman was the subject 
of an article in our issue of April 3rd, 1954. 


Rural Rateable Value 


A sample survey on the effect of revaluation in rural 
areas was carried out recently by the Municipal 
journal. 'Гће sample was based on some бо rural 
councils in England and Wales out of a total of 474. 
This represents nearly 13 per cent and the results 
from it should be a reasonable indication of what is 
likely to be the general experience of rural district 
councils provided the geographical dispersion of the 
sample was valid. 

According to the sample, the average increase in 
valuations in rural districts (excluding Crown pro- 

perty which will be revalued during 1956 and 1957) 
wil be ‘of the order of 80 per cent’. This revaluation 
is effective from April 186, 1956, and will form the 
basis for individual assessments for rates in the 
rating year 1955-56. 


Output in 1955 


Output per worker increased by about 3 per cent in 
1955 which is less than in the previous year and some 
other post-war years but is about the average 
annual rate since 1948. These figures are given in the 
'Treasurys Bulletin for Industry for December. 
The Bulletin points out that 4 per cent more goods 
and services were bought by the. public up to the 
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‘middle of 1955 compared with 1954 and that since 
average prices were 3 to 4 per cent higher, expendi- 
ture was about 7 per cent higher. The largest rate of 
increase was in household goods which were 14 per 
cent above the level of the previous year in the first 
quarter. The rate of increase slowed down rapidly 
however and in the second and third quarters it 
was only 4 per cent. Even more striking was the 
increase in the output of metal consumer goods 
which went up 21 per cent in the first quarter of the 
year but were only 2j per cent up on 1954 in the 
third quarter. 

In the first half of 1955 ване on investment 
goods by industry was advancing rapidly. Industrial 
building was 40 per cent higher in the first half of the 
year and machine tool production was running at 
15 per cent above the level in the same period of 1954. 
On the other hand, the output of all plant and equip- 
ment has increased over the whole of the year by 
only some 4 per cent. 

‘Exports increased by 74 per cent in the first three- 
quarters of the year, a notable advance being 
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recorded by the chemical industry which increased 
the value of its shipment by 14 per cent. There 
have been signs that the slowing down in the rate 
of increase in the National income since the 
summer has been favourably interpreted abroad 
as a successful attempt to control inflation, a 
success towards which the autumn Budget has 
made a useful contribution. The Treasury Bulletin 
points out, however, that the figures available 
are not recent enough to give any clear indica- 
tion of the effect of the credit squeeze on industrial 
production and since the Treasury Bulletin was 
prepared there has been a disquieting increase in the 
trade deficit for November. The various figures do 
show, however, that the impetus behind the boom 
had spent itself by the summer, due in part to the 
dock and rail strikes. Whether а new impetus was 
building up in the autumn which would have led to 
further inflation had it not been for the autumn 
Budget will not be known until the New Year, 
when more complete figures for the last quarter of 
1955 will be available. 


REVIEWS 


I Remember 
by Captain Cyril Е. Bird · · 


(Hutchinson & Co (Publishers) Ltd, London. 
15s net) 


Next year the author of this book celebrates his 
jubilee as а chartered accountant, and his many and 
varied experiences make an entertaining record of 
fifty years in the profession. It should make a special 
appeal to our readers, not only because the author 
has so much of professional interest to relate, but 
also because the proceeds of thé sale of the book are 
to be given to that most НЕ of causes, the 
British Empire Cancer Campaig 

Older members of the Е will particularly 
enjoy Captain Bird’s account of his days as an articled 
clerk in 1900-06, when life was a great deal more 
leisurely and manners and customs very different 
from the present time. His two fellow articled clerks 
were Mr R. F. W. Fincham and Mr Partridge, and 
the three of them were known collectively as “The 
Aviary’. On qualifying, he obtained a post as account- 
ant to the well-known Far Eastern merchants, 
Butterfield & Swire, and he has many good and 
interesting stories to tell of life in the China of those 
days, and subsequently of his adventures in the 
army during the First World War. 


The last section of the book deals with the years: 


from 1922 onwards, when he was in practice in 
London, and gives some glimpses of the interesting 
personalities he met during that period. The author 
has had – and happily is still having — a full life, and 
it is clear from these pages that he has enjoyed almost 
every minute of it. 


Economics of Industrial Organization 
Third Edition 
by A. Beacham, M.A., Ph.D. 


(Sir Isaac Pitman & Sons Ltd, London. 16: net) 


The necessity for another edition of this text-book is 
the best indication of its continuing usefulness to 
students. The chapter on the structure of British 
industry has been enlarged and completely rewritten 
and the other chapters, covering such aspects of 
industrial units, large and small, as location, finance, 
control and monopoly, have been’brought up to date 
where necessary. A helpful list of syggestions for 
further reading is given in an appendix. 


Housing Law and Practice (Second Edition)’ 


by A. Norman Schofield, LL.M., and ' 
John F. Garner, LL.M. 

(Shaw & Sons Ltd, London. £5 5s od net) 
Although this work covers close on 1,500 pages, the 
actual narrative part covers little more than 400. 
The other 1,100 pages are taken up by the relevant 
statutes, ministerial orders and regulations made 
under those statutes, circulars and memoranda from 
the Ministry relating to housing, and a collection of 
some fifteen precedents. The advantage of having all 
the legislation and the official circulars thereon in one 
volume is obvious. Although it makes the volume 
somewhat unwieldy, this is infinitely to be preferred 
to the waste of time which would be involved in 
turning up the relevant matter. Moreover the index 
and list of contents are of шићепзе help in finding the 
relevant legislation. 

Та a subject of this kind, careful arrangement of the 
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text is of paramount importance and the authors have 
clearly had this well in mind. An introductory chapter 
places the various aspects of the subject in proper 
perspective. Then Part I follows and deals with 
unfit and unsuitable housing. It is divided into three 
chapters; the repair and demolition of individual 
houses, slum clearance, and overcrowding. Part II, 
which deals with the provision of housing accom- 
modation, is divided into seven chapters. The first 
* deals with the acquisition and disposal of land gener- 
ally. The second sets out the law and procedure of 
compulsory purchase, and the third is concerned 
with inquiries and arbitrations. The construction of 
houses by local authorities is the subject of the fourth 
chapter, while the fifth, sixth and seventh deal respec- 
tively with the provision of houses by persons other 
than local authorities, advances by local authorities 
for that purpose, and financial provisions. 

Perhaps the most interesting part of the book is 
that on the practice and law relating to housing 
management and tenancies. It is divided into three 
chapters; management, tenancy agreements, and the 
termination of those agreements. The authors show 
themselves decidedly in favour of the present system of 
subsidies for housing. The tide of current opinion 
has tended recently to run against the provision of 
mounting subsidies for housing, but that is evidently 
not the opinion of the authors of this book as the 
following quotation may indicate: 

‘There is little doubt that many people who are 
not themselves living in bad conditions or whose 
duties do not bring them into contact with those 
conditions, are still profoundly ignorant of the fact 
that there exists in the country a state of misery 
and unhappiness, due to lack of houses, which has 
to be experienced to be understood.’ 

However, the gratitude of tenants at being relieved 
of this misery is often minimal. The authors observe 
elsewhere that the recovery of a council’s expense in 
repairing winflows broken by the tenant’s misuse 
or neglect commonly involves the issue of a notice to 
»quit. Indeed, so difficult is it to enforce restrictive 
conditions in tenancy agreements that the authors 
advise that as few of such restrictive conditions as 
possible be inserted in tenancy agreements. When one 
considers the restrictions to which the ordinary 
contractual tenant paying an economic rent has to 
suffer, this leniency towards the subsidized tenant of 
what is essentially public property has an odd ring. 

The remaining three chapters deal with emergency 
housing powers, the rent Acts, and subsidence and 
town development. 


A Perfect Woman 
by L. P. Hartley 
(Hamish Hamilton Ltd, London. 12s 6d net) 

The accountant in fiction is rarely convincing, 
principally because his qeator usually looks upon him 
as a type rather than as a character with individual 
personality. Harold Eastwood, in Mr Hartley’s new 
book, is very much the novelist’s accountant, con- 
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ventional, unimaginative and wholly absorbed by the 
trivia of his small provincial world. He is quite 
unprepared for the chance emotional upheaval 
which comes near to shattering his ordered existence. 
While he is having a clumsy affair with a local bar- 
maid, he fails to notice that his wife has become the 
mistress of one of -his clients~an unscrupulous 
novelist constantly on the look-out for material for his 
books. Mr Hartley dexterously eliminates both the 
barmaid and the novelist, and husband and wife 
resume the former even tenor of their uneventful 
lives. She accidentally learns of his misconduct but 
he remains ignorant of the fact that his wife has 
been unfaithful to him. 

Mr Hartley tells this ironic story with experienced 
ease but somehow fails to give to the proceedings the 
air of probability which is one of the essential require- 
ments of a novel of this kind. 


How to Study Insurance 
by W. A. Dinsdale, Ph.D., B.Com., ЕТТ. 
(Sir Isaac Pitman & Sons Ltd, London. 4s 6d net) 


In his preface, the author states that, since the 
Chartered Insurance Institute resumed its full-scale 
examinations in 1946, the standard of performance has 
steadily worsened. This manual, therefore, was 
written expressly to indicate to students both how 
to acquire the necessary technical knowledge and 
then how to set it down on paper. Mr Dinsdale’s 
wise precepts have a wide application and accountancy 
students, no less than insurance students preparing 
for examinations, would do well to read them carefully. 
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FINANCE AND COMMERCE 


Christmas week has followed its normal course in the 
stock-markets. Business has been sluggish and the 
tone has been irregular and at times dull. Fears of a 


. fresh ‘credit squeeze’ in the New Year have caused 


some concern. 
Fourth City 

One particular reason why we chose the accounts of 
the Fourth City Building Society for reprint this 
week was the Society’s unique method of adjusting 
` its rate of interest charged on its mortagages to the 
current value of borrowed money. We say ‘unique’ 
with some reservation but we believe it correct that 
this is the only building society with an automatic 
adjustment to its rate of mortgage interest. 

The interest charged each year on the society's 
mortgage loans is made dependent on the average 
price of 23 per cent Consols, taking the middle price 
on the first working day of each month. ТЕ the average 
price is over 85, the interest is 44 per cent. If it is over 
72 but not over 85, the interest will be 5 per cent. 
` In the next bracket down to a price of 63 for 24 per 
cent Consols, the interest is 54 per cent; down to 56, 
6 per cent; down to со, 64 per cent; and under 5o, 
the interest is 7 per cent. 

Having decided in this way what the rate of mort- 
gage interest is to be, the Fourth City then follows 
the normal building society practice on a change of 
interest on existing mortgages. The amount of the 
monthly ‘repayment by borrowers is unchanged. 
What alters is the apportionment to capital and to 
interest and, therefore, the period of time over which 
the loan is outstanding. 


Automatic Adjustment 

The use of such an automatic adjustment for the rate 
of mortgage interest is the more interesting because 
this has been a year of some uncertainty in the build- 
ing society movement following the last rise in Bank 
rate to 44 per cent on February 24th. The question 
was whether the building societies could remain out- 
side the influence of rising rates for borrowed money. 
In an explanation of ‘Why the society’s mortgage 
interest varies or fluctuates from year to year’, the 
Fourth City looks back to the days before the First 
World War when the building societies, a small and 
quite insignificant part of the country’s financial 
structure, ‘practically lived in an insulated little 
world of their own’. The borrower took an advance of 
say £200, promised say £i 16s 6d a month for 14 
years and was charged in his repayments about 6 per 

cent. р 
Rapid Growth : 
Then came the first post-war boom in vacant posses- 
sion houses, inflationary dear money, and a very rapid 
growth in the building societies. They increased 
their mortgage interest rates on new advances above 
the rates they had used for decades. They altered 
their rules and fixed the interest merely by their 


mortgage deeds, some charging 7 per cent interest 
and even more. 

Having left their pre-1914 ‘insulated little world’, 
the societies then found it necessary to follow the 
cheap money trend which developed from going 
off the gold standard in 1931 and the conversion 
of the £2,000 million of 5 per cent war. loan in ' 
1932 from a 5 to a 34 per cent basis. But in any case, 
insulation would probably have been impossible for the 
much enlarged and more important building societies. 

Several expedients were tried. One was to provide 
for interest at Bank rate or 1 ог 2 per cent over, but 
that, it is pointed out, was discredited even before 
the war when the Bank rate remained stationary while 
all other money rates changed considerably. Bank rate, 
our older readers will recall, ceased to function as 
‘currency management’ when the exchange equaliza- 
tion fund took the place of the gold standard. 


24 per cent Consols 
The most usual method now, say the Fourth City, is 
to provide in the mortgage that the society can by 
notice increase the rate of interest on existing 
mortgages up to the rate at which the society is 
making fresh advances. This was the method it used 
itself for some years but abandoned it for new mort- 
gages in 1952, the main reason being that ‘this method 
is rather arbitrary, and at any rate gives the appearance 
of enabling the society to manipulate rates and give 


- borrowers something less than a fair deal’. 


In tying its rate to ‘gilt-edged’ money, the 2} per 
cent Consols stock was selected as the typical 
stock. ЈЕ is the oldest stock of all, the least 
likely to be redeemed, the most sensitive to general 
financial considerations, and its price 'just shows the 
big market's valuation of the right to receive [2 ros 
per annum’. The directors of the Fourth City do not 
claim that they have achieved perfection with this 


-method but ‘it seems the fairest and least arbitrary’ 


criterion of the general money rates, without risk of 
injustice to borrowing or investing members’. 

Perhaps we should also mention that the Fourth 
City chairman is Mr С. R. Appleyard, F.c.a., and 
that apart from those members of his board who are 
essentially ‘property men’ experts, he has with him 
Mr F. A. B. Braithwaite, a member of the London 
Stock Exchange, of the same firm as the present 
chairman of that institution. 


Money Market . 

With the market bid lowered a penny to £09 55 xod, 
the average rate for 63-day Treasury bills rose to 
£4 25 0:670 per cent. Applications totalled 
£78,620,000. No change was made in the bid for the 
91-day bills. Applications Hi p $£286,395,000, with 
the average rate £4 15 5:22d per cent. There is no 
offer for the shorter bills this week. The offer of 
gr-day bills is £280 million. 
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• 
FOURTH CITY BUILDING SOCIETY 
L SHARES ACCOUNT 
£ £ 
Withdrawals .. МУ m y» ds i$ c j 597,109 Subscriptions .. a Ex s $5 E E .. 925,624 
Dividend Paid es e - - 134176 Dividend x s . 134,176 
Due to Sharebolders at end ‘of year” on T ВЯ 5,010,005 — Due to Shareholders at beginning of year Ds oe .. 4,681,491 
£5,741,291 £5,741,291 
2. DEPOSITS AND LOANS ACCOUNT 
£ £ 
Déposits withdrawn .. xà ЫХ m аў .. 284,402 Deposits received .. - ne m T " 375,027 
Interest on Deposits paid  .. е Me E ES Ys 21,116 Interest on Deposits.. es m s "T 21,616 
Due on Deposits at end of year .. rs Ри s ». 1,152,818 Due on Deposits at beginning of year sis $4 vig .. 1,061,693 
3 1,458,336 1,458,336 
Loans from Bank repaid .. T as a А 50,000 Loans from Bank .. vs АО n RA sn 4x 135, 
Interest pald .. T ay Ws i 34 Interest m M A Ба ET Ve vs 
Due to Bank for Loans at end of year n E p 85,000. 
£1,593,370 £1,593,370 
3. MORTGAGES ACCOUNT 
Advanced on Mortgage: £ Repayments of Advances and Interest Including Insurance £ 
On 552 Mortgages where the advance agreed to will not remiums З па T T s 958,424 
exceed £2, 08,443 Losses on Realization: " 
On 157 Mortgages "where the advance agreed to will | exceed Charged to Account No. 5 ae ae ds .. 0924 
£2,000 we m m .. .. .. 513,587 Recoverable from Borrower — .. .. .. 671 fes 
1,222,030 Duo on Mortgages at епі of year a, 96. we s s. 5,422,708 
Interest from Borrowers  .. .. .. m .. m 270,289 
Insurance Premiums .. m v we .. 909 
Due on Mortgages at beginning ог; year " aie vá .. 4,889,499 
£6,382,727 . £6,382,727 
4 INVESTMENTS ACCOUNT 
investments made: £ Proceeds of Investments realized: £ 
British Government Securitles .. 0 .. 7 . 1,106,050 British Government Securities .. — .. «ee 06e 1,002,746 
Commonwealth Securities e. x hos E A 4,938 Commonwealth Securities " ee AA EN " 43,574 
British Municipal Securities e E s es ES 9,154 British Municipal Securities oe E EN vi wi ,800 
Corporation Loans E 195,000 Repayment of Corporation Loans .. ats eh 5 a 195,000 
Nez Profit on Realization of | Investments, | per Account No. 6 . + 6,657 Interest and Dividends received .. ix eb 2 28,013 
Interest and Dividends, as per Account No. 5 .. ES й 31,625 рит 
ЗА ЕЦ 1,295,133 
1,403,324 Balance at end of year ae ie 54 Fa e «1,081,061 
Balance at beginning of year m * ws a s 972,870 
12,376,194 12,376,194 
5, PROFIT AND LOSS ACCOUNT 
1954 Expenditure 1954 Income 
£ Management Expenses: £ £ £ 
2,500 Directors’ Fees. - wie 3,000 232,672 Interest from Borrowers 270,289 
13,222 Remuneration of Staff and Auditors . 14,451 22,468 Interest and Dividends from Investments (gross) E 1,625 
3,050 Rates, Insurance, Heat, Light, Cleaning, Repairs, otc. 2,663 6,560 Survey Fees a wie os 6,954 
1,561 Printing, Stationery and Postages .. -— .. Vx 1,752 Other Fees, Rules; ete. |. ed x in EE 
6,232 Adverti«Ing and Commission .. а 3 5,929 2,198 Commission У HL BE m Es 2,432 
1,457 Staff Posion Pramiums ss n ee 1,739 1,264 Bank Interest РА ar 33. EM aes wa 1,187 
1,609 General Expenses Re ay m vs 1,784 1,747 Rent from lettings - ae 25 s s 
Staff Superannuation Schema 
А 29,63! Tota) Management Expenses v .. 31,318 — Pollcies Surrendered ee 60 
6,560 Survey Fees PE ih - 6,954 269 War Damage Clalm (Posters, Dies, Plates, etc.) жу — 
17,981 Interest on Deposits BA "A m wis 21,616 
— Interest on Bank Loan .. Hs Ve Н 34 
76,056 Income Тах and Profits Tax — .. ў P 86,850 
406 Losses on Mortgages Dx 924 
488 Amount written off Freehold Property. and Equipment 495 
136,009. Balance carried to Appropriation Account .. .. 165,669 
£287,211. i £313,860 = £267,211 £313,860 
6. APPROPRIATION ACCOUNT 
1954 1954 
£ Е £ £ 
118,128 Dividend to Shareholders 55 .. 134,176 6,570 Balance brought forward En T 19,838 
Adjustment co surplus arising on transfer of Engage- 136,089 Balance from Profit and Loss Account .. "m .. 165,669 
ments from South Lambeth Permanent Mutual 4,196 Net Profit on Realization of Investments m ,657 
— Building Society "S i 162 — Profit on Sale of No. 232 South Lambeth Road. at 318 
— Loss on Sale of No. 61 Ribblesdale Road .. ne Surplus arising on transfer of Engagements from South 
Appropriation to: И пли Lambeth Permanent Mutual Building Society ae = 
22,000 eneral Reserve Account =... Vs a 15,000 
19,838 Balance carried forward .. a De vis 43,115 
£157,966 £192,482  £157.966 £192,482 
7. GENERAL RESERVE ACCOUNT = 
И А e £ Appropriation from Account No. 6.. s 55 .. ВА 15,000 
Balance at end of year m m m .. .. .. 250,000 Balance at beginning of year .. .. m m m .. 235,000 
x £250,000 £250,000 
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* 
! FOURTH CITY BUILDING SOCIETY 
SCHEDULE 
PART | 
Particulars of every Mortgage where the repayments are not upwards of twelve months In arrear, and the Proparty 
has not been upwards of twelve months In the possession of the Зосјеју, and whera the present debt exceeds £5,000, 












1955 Freeholds 





Date of [Whether subject Whether Original Observations 
Advance to any prior Freehold, Valuation af И 
Mortgage ог Сорућој or Property 
Leasehold 
| 3 9 
s d 
1947 F'hold & L'holds 40 Since paid 
1947 Leaseholds 12 5 Since раја 
1948 оо 
1948 Freeholds 00 
122 F'holds & L'holds 7 6 Since paid 
1951 Freeholds 8 9 Since paid 
| Coll. Sec. 
BS Freehold о о Since paid 
"1 1954 Leasehold 2 Coll. Sec. 
1952 Freehold 8 
19521 
1952 f Freehold 0 Coll. Sec. 
1952 Freeholds 0 
1952 
1954 8 5 
1953 00 Coll. Sec. 
1953 08 SInce paid 
1954 i5 0 Since paid 
1954 6 li 
1954 6 4 
1954 3 5 
1955 00 
1955 00 
00 
3 


£492 15 3 


E 


PART 2 
Particulars of Property of which the Society has been upwords of twelve months in Possession 








Whether 
Freehold, 
Copyhold 


or 
Вее 


Present 
Amount 
Included In 













Income for tions 


the year 














PART 3 
Particulars of every Mortgage where the are upwards of twelve months in arrear and the Property 
h rds twe 


as not been ирта ive months in Possession of the Soclety 


Whether Original Amount of 
Freehold, valuation of f Payments in 

Copyhold or Arrear Property Arrear 
Leasehold ; 


3 





Leasehold 











A, HUGHES, Secretary. 


CERTIFICATE OF AUDITORS 


The undersigned, having examined the foregoing Annual Account and Statement, hereby certify that it Is correct, duly vouched, and In accordance with law. 
We further certify that we have atghis audit actually inspected or verified che Mortgage Deeds in respect of each of the 4,623 Properties in mortgage to the 
Society, and the other Securities Belonging to the Society, referred со In the foregoing Account and Statement. 


LESLIE D. CLARKE, F.A, + D. К. BEDFORD SMITH, F.C.A. 
(Leslie D. Clarke & Co), | Bloomsbury Square, МУСІ. . (Tanstoy Witt & Co), 22/24 Ely Place, ЕСІ. 
INovember 7th, 1955. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Principles of Consolidation’ 


Sm, – Your correspondent, Mr E. Harman (Decem- 
ber 1oth issue), will find that there is good authority 
for capitalizing pre-acquisition profits in the Com- 
panies Áct, 1948, Eighth Schedule, paragraph 15 (5). 

Although, strictly, this paragraph only applies to the 
profits of a subsidiary whose holding company is not 
required to submit group accounts, since a paragraph 
15 statement is intended to make good in part the 
lack of group accounts, it seems that statutory force is 
given to what is regarded by the profession as an 
accepted principle of accountancy in the preparation 
of group accounts. 

Surely the real reason for the principle in question 
is that when consolidating, we are concerned with the 
net assets existing at the date the subsidiary comes 
into the group. In practice, it is simpler to compute 
their value by adding up the amount of the sub- 
sidiaries’ share capital and its various reserves rather 
than go to the extent of preparing a balance sheet in 
full at the date of acquisition of the shares, and from 
that computing the value of net assets. 

For the holding company then to receive part of 
the net assets of its subsidiary which it had when 
acquired and pay them over to its own shareholders 
would amount to a payment out of its capital, hence 
the appropriate adjustment on consolidation. 

- Yours на 
London, EC2. W. LAW. 


Four-weekly Accounts 
Sir, - In Mr Wilkes’ letters on this subject 
. ber rath and December 3rd issues), I fee 
been concerned with two questions:. ` 
(1) whether the administrative problems of operat- 
ing the thirteen four-weekly period calendar are 
greater than those of any other system, and 
(2) whether the four-weekly method is superior 
to the four-four-five-weekly calendar. 


ovem- 
he has 


I do not think this correspondence has revealed. 


any significant difficulty which a competent account- 
ant need fear, and Mr Wilkes himself feels that the 

ints at issue are far from insuperable, which view 
18 only what one would expect from an accountant of 
Mr Wilkes' qualifications and experience. 

In my view it is essential that the framework and 
book-keeping procedures for preparing statements 
should be stabilized so that variations in the results 
achieved compared with the budget or other basis of 
comparison can be quickly grasped, without the 
additional mental burden of considering whether the 
figures represent the results for a period of four 
weeks, or five weeks, or for a calendar month, which 
may be anything from twenty-eight to thirty-one days. 

Although the four-four-five-weekly accounting cal- 


endar is superior to the use of calendar months, it is 
difficult to see why one should complicate the presen- 
tation of information to management by using either 
of these methods in preference to the four-weekly . 
basis. Admittedly, the preparation of statements thir- 
teen times a year instead of for twelve accounting 
periods represents some additional clerical work, but 
the first consideration must surely be the value of the 
information to the business and it is the accountant's 
task to organize his department in such a way as to 
provide the most useful information for management. 

Mr Wilkes is right to draw attention to the advant- 
ages of using flexible budgetary control which can 
cope with anomalies due to unequal accounting 
periode, but as budgetary control is a somewhat 
intricate scheme of accounting requiring a certain 
amount of care in studying the results produced, it 
would seem highly desirable to eliminate or minimize 
as many irrelevant factors as possible. 

Mr Wilkes and I are, I feel sure, very much in 
harmony in our desire to see useful information 
presented to and used by management and I do not 
think there is any major point of disagreement 
between us. There is a long way to go before account- 
ancy can be described as an exact science and the 
consideration of the most appropriate period of time 
for which accounts should be prepared, although 
apparently a simple question, is one which merits due 
consideration, Yours faithfully, 


London, SWI. J. M. S. RISK. 


Sm, – I would like to express to your readers my 


thanks for the very interesting correspondence which 
has followed my letter which appeared in your issue 


. of October 15th. 


Very: truly yours, · · . 
INTERESTED. 


| Accountants’ Indemnity Policies 
Sir, ~ May I attempt to clarify from .my thirty-six 
years’ experience of indemnity insurance the points 
which puzzle ‘A. B. & Co’ on page 661 of the 
December roth, 1955; issue of The Accountant. 

Wording. I would say it is not usual now to amplify 
the words ‘business . . . in their professional capacity 
ag accountants’, in the manner indicated. 

A definition was introduced some thirty years ago 
because in Scotland, accountants’ work differed from 
English work, e.g. they acted as agents and factors. 
Later it was dropped because if the work is work 
appropriate to accountancy practice, then it would be 
covered by the more simplg wording now used. If 
amplified by a number of additions, it might imply 
that some work undertaken was not coveged and 
interpretation strictly restricted to the definition 


. Џ 
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given in the extension. By the inclusion of ‘all business 
of a like nature’ it could possibly be argued that, say, 
income tax or some other kind of work was not like 
those types mentioned and was not covered although, 
in my submission, in the absence of elaboration, such 
work comes within the simple definition of ‘business 

. . of accountants’. z 

Receiverships. I have settled scores of claims arising 
from liquidations and receiverships, but I must make 
' one point clear, viz., it covers КАИД for negligence 
and not any losses a receiver or liquidator may incur 
by trading, giving guarantees, etc. 

Non-commitial replies. Underwriters or companies 
cannot answer hypothetical cases. Every case must be 
judged on its individual merits and circumstances. 
Hence the reticence to give interpretations. 

For example: Mr B. asks: ‘If, whilst acting as 
executor or trustee under a will, I fail to obtain proper 
income tax repayments, am I covered?” He expects a 
simple ‘Yes’ or ‘No’. The answer ‘Yes’ would be 
right in most cases, but if he were acting for his 
family estate though work might be done in his office 
and if there were no power to charge and no fees were 
paid to the firm, it would not be covered. 

A simple test. If one leaves out any extension there 
are these simple yard-sticks by which to measure the 
cover given. 

1) There must be a claim (not merely a loss). 

2 It must be for negligence. 

3) It must be for work undertaken in their pro- 
fessional capacity in the conduct of their 
business as accountants. 

I hope this will help 'А. B. & Co' and also they will 

` realize I have tried to condense, in a short space, 

matter for an hour's lecture. 

Yours truly, 

F. B. REYNOLDS. 





London, EC3. 


Sir, ~ ‘A. B. & Co’s’ policy is a most unusual one to 
judge from thé excerpt he quotes (December roth 
issue). The customary description is to state the 
business carried on by the accountant or accountant 
firm as ‘chartered accountants’, or simply ‘professional 
accountants’. There is no other р of the 
kind of business insured. | 


$ Yours faithfully, 
London, WC2. R. SPROULL (Sen.). 


Self-service Shops 


Sr, – Му first reaction to your correspondent's letter 
was to assume that his figure of 20 per cent for losses 
was a misprint. I hope for the sake of his company 
that it isl 

I feel sure that the answer to this problem lies 
mainly in giving an incentive to the individual shop 
managers based upon the amount saved upon a 
standard figure for losses. 

Before such a scheme, were introduced, however, 
strenuous efforts should te made to reduce the losses 
to reasowable figures. Your correspondent does not 
state how often a physical check is made. Assuming 
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that goods are charged out to branches at selling 

ice, the losses between one check and the next can 
be calculated accurately. There will doubtless be 
considerable variations between the loss percentages 
for different shops and study of such variations may 
suggest many lines of inquiry. 

t seems that the amount at stake is so great that 
it would be worth while making overtime payments 
for frequent physical stock checks over a period at 
all branches, later reduced to only those branches 
showing exceptional losses. 

If pilferage by customers is suspected, I wonder 
if it is possible to design a container which requires 
two hands to manipulate and which provides space 
for the customer’s own shopping basket, thus bring- 
ing the latter under the eye of the cashier? I shall be 
interested to read the experience of other corre- 
spondents. Yours faithfully, 


Scarborough. Е. C. WELLS, A.C.W.A... 


Sir, – Your correspondent ‘Puzzled’ (December roth 
issue) asks what ‘systems’ can be installed to counter- 
act losses of over 20 per cent of takings due to 
‘pilferage’. It is assumed that reference is made to 
regular losses and not to isolated losses in different 
branches. 

It is my opinion that losses of this magnitude 
cannot be attributed only to pilferage. 

Firstly, I would suggest a further close investigation 
into the methods of keeping stock records. 

Secondly, your correspondent is satisfied that the 
cash registers are in order and states 'that no cash is 
lost through this source’. I would be more worried 
about the cash that does not go into the cash register. 
А survey of the volume of stock required to represent 
20 per cent of takings should convince your corres- 
pondent that it is not mainly physical stock that is 
missing. 

"Thereafter, one could suggest marking of goods; 
test purchases; employment of a store detective; 
better and closer supervision; and change of managers, 
staff, etc. 

As losses due to pilferage may be reckoned at only 
+ to 1 per cent of takings in a well-controlled self- 
service shop, it is apparent that drastic measures are 
necessaty. Yours faithfully, " 

C. R. 


Sir – It seems amazing to the writer that a chain of 
retail grocery stores can show stock losses of 20 per 
cent of the takings (issue dated December roth). 
With the average grocery mark-up this means that 
undoubtedly the stores are trading at a loss without , 
even taking into account staff and overhead expenses. 

Losses of this magnitude are not problems for the 
accountant and I would recommend that ‘Puzzled’ 
advises his clients to consult a reputable firm of 
shop fitters as to the layout of their stores as probably 
this is one of the causes for the high pilferage. Staff 
supervision and management must also be wrong and 
steps should be taken to rectify this. 
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‘Puzzled’ does not state whether stock records are 
kept at selling or cost values. I would recommend the 
selling system if the clerical staff is available for this 
to be done with proper supervision. The stock loss 
should be not more than 3 per cent, and if all reduc- 
tions of prices particularly on bacon etc. and cutting 
losses are taken into account, I think the stock loss 
should not be more than 2 per cent. 


Yours faithfully, 
G. W. KNIGHT. 
Secretary, 
Hull. Hammonps Lip. 
Sir, – Referring to the letter in your issue of Decem- 


ber roth, signed ‘Puzzled’, on the subject of self- 
service shops there is no easy system which can be 
introduced to prevent pilferage by customers or 
members of the staff, but the following points may 
be of interest. 

(1) All goods for sale should be so marked that they 
can be readily identified. 

(2) Extreme vigilance must be exercised by man- 
agers and staff, and if the shop 1s large enough the 
employment of a detective should be seriously 
considered. 

(3) Shop-lifters should be prosecuted when caught, 
for the consequent publicity in the local Press acts to 
a certain extent as a deterrent. 

(4) Members of the staff should not be permitted 
to take out their own parcels, but to these should be 
attached a staff purchase ticket, and the parcels should 
be sent to the staff entrance for collection at the close 
of business by the members concerned. 

(5) Loss by pilferage should not exceed 2 per cent 
of the takings. 

Yours ial, 


Plymouth. F. S. SCOTT. 


Sm, – Although losses through theft are generally 
bigher in self-service shops that in others, the figure 
of over 20 per cent of the takings given by 'Puzzled' 
(December roth issue), seems abnormal. These thefts 
are frequently due to collusion between customers 
and members of the staff and there is little that can 
be done to prevent them without satisfactory super- 
visory personnel. 

If ‘Puzzled’ would care to send me his name and 
address I should be happy to inform him of some of 
the systems I have encountered in Europe in con- 
nection with this type of shop. 

Yours faithfully, 

Paris, KENNETH S. MOST, LL.B., A.C.A. 
Sir, – Whilst tidying up, the title ‘Self-service 
Shops’ in my, husband’s The Accountant caught my 
eye, and I read ‘Puzzled’s’ letter. 

In the West Indies, where I lived for some years, 
the customers in self-service shops have to give up 
their baskets before passing the barrier into the main 
shop. They can, therefore, only place goods into 
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the wire baskets, provided by the store, which will 
later be submitted to the cash-register girl for pay- 
ment. 

In a medium-sized shop one employee received 
shopping baskets in exchange for a tally indicator 
and placed the baskets in open lockers. At the end 
of the customer's shopping, she redeems her own 
basket in exchange for the tally and places her 
shopping in it. 

This system requires only one extra employee and ' 
space for a rack of lockers. 

Perhaps this will eliminate pilferage. 

Yours faithfully, 
London, 5777. J. VIRGINIA MEDLAM. 


Articled Clerks 


Sm, – The article by Mr Derek С. Bee, F.c.a., con- 
cerning articled clerks (in the issue of December 
17th), had the sub-heading 'A minority view of terms 
of service’. It is very much to be hoped, in the 
interests of the profession, that this is indeed a 
minority view. 

He thinks that articled clerks should not be paid 
salaries and he even goes so far as to suggest that they 
should pay for service under articles. This view is 
based on the assumptions that an articled clerk is 
taught by his principal and that he is not to be used 
as a clerk to earn fees. With respect, 1 would suggest 
that these assumptions are not strictly correct. 

I have no wish to minimize the benefits to be 
derived from service under articles. It 18 essential 
training for a future chartered accountant, and an 
articled clerk will learn much from his principal. 
However, what is learnt will only be a small part of 
what is required for qualification. The mere fact that 
most articled clerks utilize the correspondence 
colleges proves that not everything is learnt from 
principals. 

This is no reflection on the pringipals, for it is 
obvious that the very nature of the study involved 
coupled with the demands on the time of the prin; 
cipals, make it impossible for the articled clerk to 
learn everything from his principal. However, it 
should be recognized, and Mr Bee does not do so in 
his article, that the articled clerk has to go elsewhere 
to complete his education and he has to pay for it. 

As to the earning of fees, Mr Bee seems to imply 
that the articled clerk is not, or should not, be used 
for this purpose. The truth of the matter is that in 
most cases the articled clerk is so used, and I am 
bound to say that I do not see any objection to this. 
Under the present system of articles, and assuming 
that the articled clerk is paid a proper salary, the 
principal may rightly treat the fees earned as com- 
pensation for the obligations he has assumed. 

Therefore, it would seem that the current trend 
towards the payment of proper salaries to articled 
clerks is in the interests of ёе profession as a whole, 
and should be welcomed. 

Yours faithfully, 


London, NW3. BRIAN ARNOLD. 
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ANSWERS TO ‘A CHRISTMAS ALPHABET” 


The questions appear elsewhere in this issue 


т. The Duke of Wellington. 


· (а) 4xbasex perpendicular height; (b) basex 


perpendicular height; (c) diameter squared x 


7 31416. 


[^1 


. Gratiano in The Merchant of Venice. 
. (а) An Italian priest who became Prime Minister 


of Spain (1664-1752); (b) Italian poet and 
dramatist (1474-1533); (c) Russian chess master 
(1892-1940). 


. Brighthelmstone. 
. A customs house permit to reimport British 


goods within a period of five years without 
payment of such duty as would have been 
charged on similar foreign goods. 


. (а) At the mouth of the Firth of Forth, three 


miles from North Berwick; (b New South 
Wales, Australia, south of Sydney; (c) West 
Coast of Africa, on the Gulf of Guinea. 


. Wine poured upon oranges and then sweetened 


and spiced. 


. Ferdinand de Lesseps (1805-1894) constructed 


both. 


. New York, Chicago, Philadelphia, Detroit and 


Los Angeles. 


1 (9 Samuel Richardson; (6) Benjamin Disraeli; 


с) Mrs Gaskell, 


. Scylla. On two rocks between Italy and Sicily. 

. С. K. Chesterton, in his poem ‘The Donkey’. 

. Leicester Square. Warner Theatre. 

. (a) A famous editor of The Times (1817-1879); 


(5) engraver of the portrait of Shakespeare in 
the first folio (fl. 1620-1651); (c) French philoso- 
pher and author (1713-1784). 


. Three rules of dramatic construction laid down by 


Aristotle. They were that: (a) the action of a 
play should represent what happens within eight 
hours; (b) there should be little or no change of 
scene; and (c) there should be one central slot. 


· (а) Suffolk; (b) Fife; (c) Cambridge. 
· (a) Henry ПІ; (b) Henry VIII; (c) Prince Albert. 
. A florid style of speaking and writing introduced 


towards the end of Queen Elizabeth's reign. The 
name is derived from John Lyly’s novel Euphues. 


. Katisha, in The Mikado. 
. А plan introduced by American Cóngress in 1915 


to reform the country's finances and free its 
banking system from Wall Street control. 


. (а) English sculptor (1755-1826); (6) Swiss artist 


who settled in London (1742-1825); (c) English 
novelist (1886-1926. 


. (а) Д stand for music or newspapers with thin 


partitions; (b) a small ornamental writing table 


24. 
25. 
26. 
27. 
28. 
29. 


30. 


with drawers; (c) a long, narrow table with two 
flaps which may be extended. and supported by 
legs linked to the central part by joints. 

(9 R. Н. Mottram; (6) Anthony Trollope; 
c) George Orwell. 

Hydrogen and radon (or niton). 

(a) Spain; (b) India; (c) Poland. 

А. Scottish measure equal to four Imperial 
pints. 

Government by old men or a governing body of 
old men. 

(a) William Congreve; 
(c) Shelley. 

A federation in medieval times of northern 


(b) Bernard Shaw; 


. German cities for commercial and political 


31. 
32. 


33- 
34. 


35. 


36. 


purposes. ЈЕ survived until the seventeenth 
century. 

Scotland, Canada, America, Bermuda and Aus- 
tralia. 

Describing it so exactly that it could be reproduced 
by anyone familiar with heraldry. 

Oliver Goldsmith. . 

The earliest stages in the development of any- 
thing and, in the specialized sense, the earliest 
printed books. 

(а) Lake Maggiore, Italy; (b) a peninsula in the 
Adriatic Sea between the Gulf of Trieste and 
the Gulf of Fiume; (c) one of the Ionian Isles; 
also, a town in Ámerica. 

An Italian patriotic movement of last century, 
formed with the object of liberating so-called 
Italian possessions outwith its boundaries held 
by other countries. 


. The 'beamish boy’ in the poem in Chapter I of 


Lewis Carroll’s Through the Looking-Glass. 


. (а) J. H. Shorthouse; (b) Mrs Craik; (c) Neil 


Munro. 


. A noisy revel or spree; a rally of boy scouts; and, 


in the card game of euchre, a hand holding the 
five highest trumps. 


. The provision made for a wife out of her hus- 


band's property should he predecease her. 


. I,000. 


. (а) Swedish industrialist and financier who 


committed suicide after fraud and forgery 
revelations (1880-1932); (Б) South African Boer 
War leader and statesman (1824-1904); (c) Swiss 


painter (1879-1940). 


. Klapka. 
. (а) А junior counsel allotted to an assize court 


to defend a prisoner otherwise without legal aid; 
(8) any aircraft; (c) a worthless bill. 


69. (а 
70. 


м 


71. 


. (а) Sheridan's The 


(а 
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. A form of insanity in which the patient imagines 


himself to be a wolf or other animal. 


. А Teddy-boy. 
. Сапада. 
. Vatel. The banquet was one given by Condé to 


Louis ХТУ at Chantilly. 


. Maine, Maryland, Massachusetts, Michigan, 


Minnesota, Mississippi, Missouri and Montana. 

Rivals (b) da The 
Way of the World; (c) O' Casey's juno and the 
Paycock. 


. Queen Anne and Sarsh Churchill, Duchess of 


Marlborough. 


. The Chiromyoides, the Lemuroidea and the 


Anthropoidea. The third. 


. (а) British architect (1752-1835); (b) British 


painter (1889-1946); (c) British dramatist (1567— 
1601). 

Candy’s dandy 

But liquor’s quicker.’ 


. Tennyson, in In Memoriam. 
. News of the World with 9 million each week. | 
. (а) Berlin; (b) London; (c) Helsinki. 


An instrument showing the movements of the 
planets and named after the Earl of Orrery, for 
whom one was made. 


. (a) Son of Agamemnon and Clytemnestra; 


(b) the most distinguished of the pre-Homeric 
poets; (c) an Egyptian god. 


. (a) Odds and ends: scraps put into a pot and 


stewed; (b) a motley gathering of persons or 
things; (c) the masses. 


. Turandot, by Puccini. 
. Marquis of Salisbury, A. J. Balfour, Sir Henry 


Campbell-Bannerman and H. H. Asquith. 


. A right, profit or benefit of substance derived 


from someone else’s land, e.g. tithes. 

One which regards the State as an institution 
similar to churches, trade unions, etc., and, 
therefore, without sovereignty over other institu- 
tions. Harold Laski was its chief exponent. 


. (а) A group of four persons or things; (b) a poem 


of fourteen lines, e.g. a sonnet; (c) a leaf or 
flower with four leaflets or petals radiating from 
a common centre. 


. William, Fourth Duke of Queensberry. 
. (a) Brittany, France; (b) the capital city of 


гиа (с) Baluchistan, Pakistan. 

he first Sunday after Easter: the first words 
af the introit for that Sunday are ‘Quast 
modo . 
John; (b) Henry IV; o Henry VII. 
Eighteenth-century pleasure resort in what 
are now the grounds of Chelsea Hospital; 
Shee East End street (now St George’s Street) 
where a series of murders were committed in 
1811; (c) a rendezvous for United States forces 
in Shaftesbury Avenue during the Second World 
War. 
A melody played by Swiss herdsmen on an 
Alpine horn. 


72. 
73: 
74. 
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From King's Cross, London, to Edinburgh on 
‘The Elizabethan’, a distance of 393 miles. 

Dr Watson, in one of the Sherlock Holmes 
stories by Conan Doyle. 

a) The art of secret writing or cryptography; 
the granting of lands by a feudatory to an 
inferior on the same terms as he held them; 
(с) the act or practice of marking swans on their 
beaks to denote their ownership. 


. (а) British explorer GBO (b) British - 


architect (1811-1878); (c) British- journalist 
(1846-1932). 
e scarlet pimpernel. 


. Theodore Roosevelt. 
. (а) Mexico; (5) Ceylon; (с) India. 
. Theatre Royal, Bristol. 


8o. The science of poisons. - 


83. 


84. 


85. 
86. 
87. 


99. 


. 186,271 miles per second. 
. Boreas and Zephyrus. 

. The abolition of slavery. 
- (a) 4 to 6 p.m.; (b) 12 to 4 a.m.; (c) 8 to 12 p.m? 
. (а) An annual meeting or court held by each City of 


. А series of treatises in Sanskrit on the Brahmanic 


philosophy. 


| (0 British scholar and dramatist (1506-1556); 


b) Norwegian novelist (1882-1949); (c) French 
рап ainter (1884-1955). 
e liver, kidneys, etc., of deer which were made 

into a dish for the servants in feudal times. 
The ethical doctrine that actions are right in 
roportion to their usefulness and the degree of 
ар iness they promote. Jeremy Bentham огіріп- 
ated the movement and. it was later developed b у 
John Stuart Mill. 
Dr Edward Jenner (1749-1823). 
Shelley in 1822. 
(2) In Scandinavian mythology the maidens of 
Odin, who hovered over the battlefield, selected 
the warriors to be slain and, afterwards, con- 
ducted them to Valhalla; (6) the early inhabitants 
of Eastern Germany; e) the six priestesses of 
the goddess Vesta who looked after her temple 
at Rome. 


London ward; (Б) a subdivision of certain English 
counties; (c) a feast or outing in the printing trade. 


. Because, being evergreen, they аге regarded as a 


symbol | of immortality. 


. The Jewish Day of Atonement. 
. The great tree of life whose roots and branches 


extend through the universe and support it. 


. Benjamin Disraeli and Lord John Manners, 


Duke of Rutland. 


. (а) Spanish painter (1598-1662); (b) German 


painter who settled in England (1733-1810); 
(c) Austrian author who settled in England 


(1881-1942). 


. The spirit of the time: the moral or intellectual 


tendencies characteristig of the period. 
An exaggerated style of dress affected by jazz 
enthusiasts in America in the 19308. e 


too. John the Baptist. 
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FOR STUDENTS 


AUDITING 
Manual Alterations to Mechanized Accounts 


One problem which constantly faces the auditor is that 
of the manual alteration of figures which have been 
produced by accounting machines. Errors may have 


. occurred which the accounts department staff wish 


to correct with the least trouble and one may find that 
the printed figures have been struck out and ink ones 
substituted therefor. 


One point which must be cleatly understood from 
the outset is that, prima facie, a printed figure is no 
more reliable than a manually-entered figure. Junior 
audit clerks are sometimes inclined to believe that be- 


cause a figure has been printed by a machine, some . 


special accuracy has been imparted to the operation. 
As a general rule, this conception must be rejected. 
In the simplest case, where figures are typed, it is as 
easy for a wrong figure to-be unwittingly placed on 
а document by mechanical means as by manual 
means; indeed, touch-typing may even foster such 
errors. Ín both cases, the human element exists and a 
deliberate manipulation of the figures is quite simple. 


It is not difficult on the majority of book-keeping 
machines, by the use of non-add and non-print keys, 
to falsify totals, and the auditor should approach his 
task with the same caution as if every total had been 
manually entered. In some cases a check may ђе 
placed on the arithmetical accuracy by control accounts 
and other measures, but if, for example, the auditor 
were presented with stock sheets which had been 
printed on a book-keeping machine, he would be rash 
indeed if he did not test at least some of the casts, 
automatically produced though they might appear to 
be. Under some systems, notably punched-cards, the 
mechanical construction does not offer scope for such 
manipulation, but until the working of the respective 
rnachines is studied and understood, it is unwise to 
place particular reliance on printed totals. In the 
majority of сазва, they should be the subject of test 
checks in the normal manner. 


* Where manual alterations have been made, it is 
necessary to consider not only whether such alterations 
should have been made ( a point to be considered under 
any form of accounting), but also whether all the 
relative copies thereof have been amended in the 
same manner. In a simple sales ledger application by 
a book-keeping machine, an entry recording an invoice 
will be reflected in three separate documents: on the 
sales ledger account, on the summary sheet of postings 
(often used as a sales day-book) and, in total, on the 
sales ledger control account which is usually posted 
at the conclusion of each posting run, by clearing the 
register which has been accumulating the postings 
on to the control account card. Therefore, under such 
a system, any error must be corrected in three places 
if the books are to remain in balance. 


The strict rules of book-keeping used to dictate that 
all corrections should be made by means of a journal 
entry. This state of affaim is nowadays seldom found 
but the correction should invariably be made in the 
same mamner as that in which the original entry was 
made, and if book-keeping machines have made the 


incorrect entry they should be used to correct it. This 
is achieved by reversing the incorrect entry and inserting 
the correct one, a system which is facilitated on some 
machines by a special ‘correction’ key: when this key 
is operated, all the mechanisms are thrown ‘into reverse’ 
and the details of the incorrect entry are recorded 
again; this time the data will appear in italics and all 
registers are automatically reset to their original 
readings. Тће correct entry is then made in the normal 
manner. , 

Whilst the auditor is always in a position to make 
suggestions as to the method by which the standard of 
book-keeping in a firm can be improved, yet he must 
obviously accept the position as he finds it when he 
comes to carry out his audit. Manual alterations to 
mechanized accounts are always to be found, and the 
auditor should endeavour to satisfy himself, by test 
checks, that these corrections are properly carried out 
and that they are authorized. On the latter point, he 
may well seek the initials of the department supervisor 
or assistant accountant to such alterations; this may 
lead to the adoption by the firm of obtaining a senior 
official's initials to every such alteration, a system 


-whereby both the auditor and the firm should derive 


benefit. 


In some large organizations, one finds that a aystem 
has been installed of registering all corrections. А 
serial number is allocated to every manual alteration and 
a register maintained showing the correction made. 
It is, therefore, possible to verify that any particular 
alteration is authorized, as the register is controlled by 
а senior official who alone authorizes the alterations. 


In conclusion, the audit clerk should remember that 
no one is infallible and that nothing will create greater 
resentment by an accounts department staff than the 
suggestion, expressed or implied, that they are negligent. 
Their mistakes may be tactfully pointed out to them, 
but it is essential that the audit clerk appreciates that 
he must take the books as he finds them and start his 
inquiries from that point. 


TAXATION 
Tax Appeals 


The procedure for appeals against income tax assess- 
ments should be well known to all students, for it is a . 
favourite question of the examiners. 


An income tax appeal starts with a formal notice 
in writing being an appeal against an assessment. ‘This 
appeal must be lodged with the Inland Revenue within 
twenty-one days after the date of the notice of the assess- 
ment, and unless this time limit is observed the notice 
of appeal may be invalidated. In practice, wide 
discretionary powers are given to district Inspectors 
and if some reasonable explanation can be made for 
an appeal being made outside the time limit it will 
receive favourable consideration. À notice of appeal in 
the case of an assessment under Schedule D must 
specify the grounds of the appeal — e.g. that it is exces- 
sive or not in accordance with the accounts supplied 
to Inland Revenue. 


On receipt of the appeal, the district Inspector of 
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Taxes will usually communicate with the taxpayer or 
with his agent and seek to resolve any difficulties. 
Sometimes the point at issue will have been discussed 
between the Inspector and the taxpayer’s representa- 
tive beforehand and a deadlock mày be inevitable. In 
other cases the appeal may arise from some clerical 
error in the notice of appeal or in some patent mistake. 
If settlement can be reached between the Inspector 
and the taxpayer or his representative, the matter will 
end there. Sometimes the district Inspector will refer 
the matter to his head office — i.e. the Chief Inspector 
of Taxes at Somerset House — for advice or guidance. 


When a settlement cannot be reached on this in- 
formal basis, it will then be necessary to take the appeal 
before the Commissioners. If the assessment has been 
made under Schedules D or E, the taxpayer has the 
option of taking the appeal before either the District 


Commissioners (otherwise known as the General - 


Commissioners) or the Special Commissioners. If the 
taxpayer does not make an election, the appeal- will 
be heard by the District Commissioners, but where the 
nature of the appeal is of a highly technical or intricate 
matter, it may often be thought advantageous to have 
it heard by the Special Commissioners. 


An appeal before the Commissioners is conducted ina 
similar manner to a Court action, though there is a 
marked absence of formality. The taxpayer, or his 
representative, opens the case by stating the grounds of 
his appeal and calling any witnesses he may desire to 
call. He then argues his points of law, quoting, where 
necessary, established precedents. The Inspector of 
Taxes then replies, giving the Inland Revenue view on 
these matters. The taxpayer, being the appellant, has 
then the right to reply, when he may deal futher with 
any points the Inspector has commented upon. The 
Commissioners will then give their decision on the 
matter, and this decision is final on points of fact. On 
questions of law, however, thé taxpayer or the Inspector 
have the right to pursue the appeal futher, but this 
right can only be retained by either party expressing 
dissatisfaction with the decision of the Commissioners 
before leaving the hearing. Up to this point, there is 
no out-of-pocket expenses involved in the hearing. 


ТЕ the appellant or the Inspector of Taxes then 
decides to pursue the matter on a point of law to the 
High Court, he may then request the Clerk to the 
Commissioners to prepare a case for the opinion of the 
High Court. This necessitates payment of £1 and the 
notice must be sent to the Clerk to the Commissioners 
within twenty-one days of the conclusion of the hearing. 


If the case is then taken to the High Court, it will 
be dealt with in the ordinary course of events by either 
the Queen's Bench Division or the Chancery Division, 
dependent upon the nature of the appeal. 


From the High Court it may then proceed to the 
Court of Appeal and if, after giving its decision, the 
Court of Appeal considers that it is a matter of public 
interest, the Court of Appeal may give leave for the 
appeal to be taken further to the House of Lords. A 
decision by the House of Lords is then final. 


As regards the amount of tax in connection with the 
appeal, tax assessed under Schedule D, which is agreed 
to be collectable notwithstanding the appeal, is payable 
at the ordinary time, and a notice of appeal to the 
Commissioners thereby holds over only that tax which 
is the grounds for the appeal. When the appeals are 
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taken to the Courts, however, no concessions are 
allowed and the tax must be paid in the ordinary way, 
pending the decision of the Courts. 


MERCANTILE LAW 
Appointment of Agents 


Generally speaking, agencies may be created by one 
of three means — expressly, of necessity, and by impli- 
cation. 


In the first category fall the vast majority of agencies ` 
which are created by the agreement, either orally or 
in writing, of the principal and of the agent. Thus, an 
insurance company, on appointing a man an agent for 
the company, will set out in writing the terms of his 
appointment as such and the agent will generally 
acknowledge this appointment in writing. Such 
agencies are, therefore, quite clear as to their terms and 
few doubts arise in these cases as to the power or 
authority of the agent. There is no necessity for an 
agent to be appointed under a written document, but 
if the agency is to be authorized to execute documents 
under seal, the agent himself must be appointed under 
seal and the document then granting this power is 
termed a ‘power of attorney’. Similarly, if the principal 
is a company and the agent is to have power to execute 
documents under seal, he himself must be appointed 
by deed. 


The second class, being that of agents of necessity, 
is rarely encountered, but is sufficiently prevalent to 
be worthy of consideration. A captain of a ship which 
is damaged in a foreign port may be unable to obtain 
instructions from his company, but he would be acting 
as an agent of necessity if, in a foreign port, he gave 
instructions for repairs to be executed which would 
enable the ship to proceed. In the case of an agency of 
necessity, the person need not necessarily be an agent 
of the principal at the time of the act, ог he may ђе 
an agent with only limited authority. If situations 
arise in which it is essential that action be taken by the 
man, however, and it is impossible for him to get 
instructions from his principal, he will be held in- 
demnified by his principal for incurring such liabilities 
as are necessary in the circumstances. 

Agents may also be appointed by implication arisi 
from the conduct or situation of the parties. A не 
example of this is the power of a wife to contract on 
behalf of her husband. A grocer’s account which has 
accumulated through the purchases on credit of a wife 


"will normally be the responsibility of the husband, 


not because the husband has formally appointed the 
wife as agent, but because by implication the wife is 
acting as agent of her husband in purchasing provisions. 
Similarly, a lorry driver who was provided with a cash 
float for the purchase of necessities on long journeys 
would be acting as the agent of the principal were he 
to purchase petrol when ordinary supplies were not 
avatlable from his firm. Such agencies have been 
styled 'agencies by estoppel' since in many cases the 
conduct or situation of the parties may preclude the 
principal from denying the authority of the agent. It 
1s, therefore, to repudiate such implied agencies that 
notices are sometimes placed in local newspapers to 
the effect that ‘Mr X. will гр longer be responsible for 
debts incurred by Mrs X’. Apart from its domestic 
significance, such a notice should be a good defence to a 
any claim of there being an implied agency. 
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IN PARLIAMENT 


Tax Cases: Proceedings 


Mr E. ЕТЕТСНЕК asked the Chancellor of the 
Exchequer whether his attention has been called to 
the observation of Lord Goddard, Lord Chief 
Justice, in the prosecution of Schick and another; and 
why there is frequently such a long delay before tax 


' frauds are prosecuted. 


Mr Н. Brooke: Yes. I understand that the Board 
of Inland Revenue, having reviewed the whole 
history of this case in the light of the Lord Chief 
Justice’s observations, is in agreement that proceed- 
ings could have been started earlier. There were, 
however, special features arising out of the position 
of Schick’s accomplice and adviser which made it 
unusually hard to reach a decision as to the starting 
of proceedings. I can assure the hon. Member that 
all the officers concerned in dealing with these diffi- 
cult cases are fully seized of the importance of bring- 
ing them to as rapid a conclusion as possible. 

Hansard, Dec. rath, 1955. Written Answers. Col. 143. 


Income Tax: Company Profits 


Viscount HINCHINGBROOKE asked the Chancellor of 
the Exchequer the yield of income tax on the profits 
of companies and public corporations. 

Mr R. A. BUTLER: £696 million, on the basis of the 


. Budget estimates for the current year. This figure 


excludes tax which, though payable by companies, is 
passed on to persons by deduction from interest and 
dividends. 


Hansard, Dec. 12th, 1955. Written Answers. Col. 143. 


Subvention Payments: Agreements 


Mr H. WiLsoN asked the Chancellor of the Ex- 
chequer if he i$ aware of the uncertainty in industry 
and commerce about the form of agreement required 
by the Board of Inland Revenue in respect of sub- 
ventions made between associated companies under 
Section 20 of the Finance Act, 1953; and if he will 
take an early opportunity of clarifying the position, 
if necessary by legislation. 

Mr R. A. BurLER: I am not aware that there is un- 
certainty about the form of agreements of this kind. 
If the right hon. gentleman has any particular case in 
mind I will gladly look into it if he will let me have 
the necessary details. . 

The position generally is that such an agreement 
is not required by the Inland Revenue to be made in 
any specified form. То qualify as a subvention pay- 
ment a payment must, however, be made under an 
agreement providing for the paying company to bear 
or share in losses or a particular loss of the payee 
company. The payment must accordingly be made in 
pursuance of a contract, ваз distinct from being, for 
ехатріе, а mere uncovenanted gift. 

Hansard, Dec. 12th, 1955. Written Answers. Col. 143. 


Auditors: Africans 


Mr N. PANNELL asked the Secretary of State for the 
Colonies what plans have been made in West African 
Colonies to train Africans as auditors. 

Mn Lennox-Boyn: In Nigeria and the Gold Coast 


facilities available include intensive departmental 


training schemes, courses at the Nigerian College of 
Arts, Science and Technology, and the Kumasi 
College of Technology, and special courses overseas, 
one Gambia officer is being trained in this country. 
I have asked the Governor of Sierra Leone for 
information about that territory and will write to 
my hon. friend when I receive it. 


Hansard, Dec. 14th, 1955. Oral Answers. Col. 1202. 


Income Tax 


Mr McKay asked the Chancellor of the Exchequer 
the average amount of income tax paid in 1946 by 
those in the range of income between {250 and 
£500 per year; and the average income tax paid by 
those in the range between [500 and £750 per year 
in 1954. 

Mr Н. Brooxe: About £26 and £36, respectively. 

Hansard, Dec. 15th, 1955. Written Answers. Col. 216. 


Building Societies 


Mr Wane asked the Chancellor of the Exchequer 
whether the arrangements with building societies 
authorized by Section 445 of the Income Тах Act, 
1952, apply under his regulations to a society which 
does not genuinely carry on the business of a building 
society, namely, that of granting loans primarily for 
the purpose of encouraging owner occupation, 

Mr Н. ВкоокеЕ: These arrangements are not in 
any way dependent on conditions as to the purposes 
to which loans granted by societies may be put. Their 
sole purpose is to avoid the excessive amount of work 
and inconvenience which would fall upon small 
investors and the Inland Revenue department 
otherwise. : 

Hansard, Dec. 15th, 1955. Written Answers. Col. 217. 


Pool Betting Duty: Clubs 


Mr RipspALE asked the Chancellor of the Exchequer 
whether he will amend Section 4 (5) of the Finance Act, 
1952, in order to exclude from its ite the amount 
of weekly contributions paid by members of a club 
or society, the membership of which entitles them to 
take part in a pool betting scheme. 

Mr Н. Brooxe: This section was introduced to 
close loopholes for avoidance of pool hope duty. 
It does not render liable to duty genuine voluntary 
contributions to the club or society made independ- 
ently of the pool betting scheme. I do not think there 
is any reason to amend it. 

Hansard, Dec. 15th; 1955. Written Answers. Col. 219. 
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NOTES AND NOTICES 


Personal 


Messrs PANNELL, CREWDSON & Harpy, Chartered 
Acceuntants, of 9 Basinghall Street, London, ЕС2, 
announce that they have admitted to partnership in 
their London firm Mr ALLAN LAWRENCE POOLE, 
А:С.А., who has been a senior member of the staff for 
some years. 


Messrs Prat, Marwick, MircHELL & ‘Co, an- 
.nounce that Mr У. B. S. WALKER, A.C.A., has been 
admitted as a partner in their London office. 

Mn JAMES ALEXANDER, C.A., senior partner in the 
firm of FLEMING & Враск, Chartered Accountants, of 
124 St Vincent Street, Glasgow, C2, announces that 
he 18 retiring from active practice on December 3131. 
The practice will be continued by the remaining 
partners, his son Mr №. J. ALEXANDER, C.A., and 
Mr RoBERT BLACKLEY, С.А. 


Mn С. W. ПЕАКЕ, Е.С.А., announces that, acting on 
medical advice, he has ceased to practise and that he 
has retired from the two firms of Harr BROTHERS, 
Drake & Co and B. W. Велхеу & Co, of 5 Guildhall 
Chambers, Basinghall Street, London, EC2, as from 
September 3oth last. Both firms will, however, for 
the present be carried on as heretofore by Mr B. W. 
BRIXEY, F.C.A. 


Messrs W. А. Scorr & Co, Chartered Accountants, 
of so Cannon Street, London, EC4, announce the 
retirement of their senior partner, Mr O. D. 
MANWARING, F.C.A., on October 5th, 1955. Mr 
MamwaRING will retain his personal appointments 
and will be available for consultation. Тћеу also 
announce that from the same date they have taken 
into partnership a member of their staff, Mr R. F. 
CHEESMAN, A.C.A., А.8.А.А., A.C.C.S. The name of the 
firm will remain unchanged. 


Messrs Woop, Агвеку & Co, Chartered Account- 
ants, of 40-42 Copthall Avenue, London, EC2, 
announce that they have admitted into partnership 
Mr LesLie Ковект DONE, А.С.А., with whom they 
have been associated for some time. The name of the 
firm remains unchanged. | 


Messrs Сноксниљ Hart & Co, Chartered 
Accountants of 1 Bristol House, 80 Southampton 
Row, London, WCr, announce that on Decem- 
ber 21st, 1955, they removed their offices. to 
Adam House, 1 Fitzroy Square, London, Wi. 
Telephone: Euston 7825. 


- Professional Note 


Mr T. Hedley Bell, B.A., F.c.a., a partner in the 
firm of David Smith, Garnett & Co, Chartered 
Accountants, of Manchester, has been appointed a 
director of Fothergill & Harvey Ltd. 


Obituary 
F. S. TULL, F.c.a. 


It is with deep regret that we record the death of 
Mr Frank Stuart Salsbury Tull, r.c.4., on December 
6th, 1955. 

Mr Tull, who was born on October 14th, 1884, 
served his articles with Messrs Jackson, Pixley & 
Co, Chartered Accountants. He was admitted an 
Associate of the Institute in 1909 and shortly after 
qualifying. he joined the staff of Messrs Price 
Waterhouse & Co, in London. In 1913 he went to 
Buenos Aires to open the office of the firm in that 
city. He returned to the firm's London office in 1916 
and was admitted to partnership on July rst, 1926, 
being elected a Fellow of the Institute in 1931. 

On his retirement from practice on June 3oth, 
1949, Mr Tull went to live at Longworth, Abingdon, 
Berkshire. 


Committee on Cheque Endorsement 


The committee set up by the Chancellor of the 
Exchequer to consider the question of cheque 
endorsement has announced that it will shortly finish 
taking evidence. 

The appointment of the committee under the 
chairmanship of Mr А. A. Mocatta, O.B.E., Q.C., was 
announced in our issue of April 3oth. One of the 
members is Mr W. K. M. Slimmings, c.a., a partner 
in the firm of Thomson McLintock & Со. 

'The committee's terms of reference are: 
| "Го consider (a) whether, and, if so, in what circum 

stances and to what extent, it is desirable to reduce the 
need for the endorsement of order cheques and similar 
instruments received for collection by a bank; (b) what, 
if any, amendment of the Bills of Exchange Act, 1882, or 
other statutory provision should be made for this purpose; 
and to report.’ 

Any individuals, institutions or organizations who 
are interested in its terms of reference and who have 
not yet expressed their views are invited to send them 
in writing to the Secretary, Miss M. I. Reid, Treasury · 
Chambers, Great George Street, SWr, by December 
3185, 1955. . а 


JOHN FOORD & COMPANY 
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Friendly Societies’ Report. 


At the end. of. 1954 there were .1,343 ‘registered 
friendly societies without branches!. Their membership 
decreased during 1954 fram 4,796,000 to 4,788,000, 
and their total funds increased from {155,811,000 
to fi 159,252, ооо. The latest figures available for 
societies with branches are those for 1953. They show 
a drop in total membership of 76,000 and an increase 
ur total funds of £423,000 as compared with 1952. · 

The report includes a review of societies formed in 
connection with their members’ employment. At the 
end of 1954 there were 167 such societies on the 
register with 1,190,000 members. 

A section of the report deals with matters that have 
arisen on the examination of the statutory annual 
returns submitted by registered societies. The Chief 
Registrar comments that although the registered 
rules of working men’s clubs usually include pro- 
vision for the proper handling of cash, it is clear from 
the special reports of auditors that these provisions 
are more often honoured in the breach than in the 
observance. The dangers of laxity in handling the 
financial affairs of societies and clubs are illustrated 
in reports of four cases of deficiencies involving a 
total of nearly £13,000. 


Rate Collection, 1954 – 55 


The biennial Return of Rate Collection?, prepared by 
The Institute of Municipal Treasurers and Account- 
ants, published recently, covers the period 1954-55, 


and gives particulars of rate collection in all county. 


boroughs, the City of London and Metropolitan 
Boroughs, and a representative selection of 213 non- 
county boroughs, 188 urban districts and 66 rural 
districts. The summary contains particulars of the 
arrangements for rating owners compulsorily and 
voluntarily and shows the proportions of the rate 
due from ownegs and paid subject to discount. Also 
included is an analysis of losses on collection and 
arrears, the figures being expressed as percentages 
Of the total amount collected. 


Coal Compensation 


A further issue of 3j per cent Treasury Stock, · 


1977-1980, was made on December 15th, in satis- 
faction of compensation amounting to about £5 
million due to certain undertakings under the 
1 Report of the Chief Registrar of Friendly Societies for the 
year 1954: Part 2, Friendly Societies. H.M.S.O., 4s 6d net. 


з The Institute of Municipal Treasurers and Accountant, 
1 -Buckingham Place, Westminster, SWi. 5: net. 
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Coal Industry Nationalization Act, 1946. The 
Tr have determined, іп. accordance with 
Section 21 (3) of the Act, that Дтоо of this stock 
be equal in value on December .15th, 1955, to 
£83 75 6d of compensation due. ga 


Bradford and District 
Chartered Accountants’ Students’ Association 


The Bradford and District Chartered Accountants’ 
Students’ Association held its first annual dinner for 
twenty years on December goth. There were 112 
members and guests present and the chair was taken 
by the President, Mr T. Н. Burdon, r.c.4. 

Among the guests present were: 

Mr Е, D. Nickell-Lean (President of the Bradford 
Chamber of Commerce); Mr С. №. Hunter, J.P., F.C.A., who 
was deputizing for Mr С. W. Boyce, C.B.E., F.C.A., a Past 
President of the Institute and the senior Past President of 
the Association; Mr James S. Heaton, F.8,A.A (a member of 
the Council of the Society of Incorporated Accountants), 
Mr Ernest Sugden, F.c.A. (President of the Leeds, Bradford 
and District Society of Chartered Accountants); Mr E. К. 
Longman, F.c.a. (Vice-President of the Leeds, Bradford and 
District Soctety); and representatives of the Northern, 
Manchester, Leeds, London, Liverpool, and Leicestershire 
and Northamptonshire Chartered Accountant Students’ 
Societies and the Bradford Incorporated Accountant 
Students’ Society. 


The toast of ‘The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Mr 
Nickell-Lean and Mr Hunter responded. 

The President, Mr T. H. Burdon, replied to the 
toast of “The Bradford and District Chartered 
Accountants’ Students’ Association’ proposed by 
Mr Heaton, and the toast of “The Guests’ proposed 
by Mr R. 8. Fraser, B.cOM., а member of the Com- 
mittee of the Association, was responded to by Mr 
Philip Walker, a member .of the Bradford Law 
Students’ Society. 


Union of Chartered Accountant 
Students’ Societies 


Members of students’ societies are reminded that all ` 
students’ societies welcome to their meetings mem- 
bers of other societies who are temporarily in their 
area. 

There is Biss an arrangement for transfer of 
membership without additional fee for members 
who permanently change their district. Such inter- : 
change should be carried out through the. secretaries 
of the societies concerned. | 

A list of towns where students’ societies hold: 
meetings will be found on the cover of this issue of | 
The. Accountant. : 
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Industrial Welfare Society 


The creation of human problems in industry by. 


technical sp can sometimes cancel out the 
efficiency they aim to achieve, says Mr John Marsh, 
director of the Industrial Welfare Society in his 
annual report published recently. He gives as an 
` example the need to ensure that work study engineers 
are fundamentally sound in their knowledge and 
understanding of. men, and of the effect the changes 
they attempt to bring about may have on a mans 
emotions and reason. 
© Other problems touched on in the report are 
promotion, for few companies have a clearly defined 
promotion system; the too-abundant quantity of 
technical reading matter for executives, and the lack 
of it for foremen and apprentices; television and ite 
potentialities” as a Жогсе in economic education; 
apprenticeship and the development of young 
people at work; welfare schemes and the changing 
needs of industry; and the question of indirect 
incentives, with particular reference to contributory 
ension schemes and the security of workers at all 
evels. Тће address of the Industrial Welfare Society, 
which has undertaken the administration of H.R.H. 
The Duke of Edinburgh's Study Conference to be 
. held in Oxford next year, | is 48 oe Square; 
London, Wi. .. 
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SEVENTY-FIVE YEARS AGO 
From Oe Accountant оғ DECEMBER 25TH, 1880: 


Extract from leading article entitled 
A “NOVELTY” IN BANKRUPTCY REFORM. 


Those of our subscribers who peruse the Standard 
regularly have probably been somewhat puzzled as to ` 
an article which appeared in the columns of that 
journal a few days ago, advocating a scheme of bank- · 
ruptcy reform, which the writer has described as a 
“considerable novelty.” Having di uis to the phrases 
of the season, a more accurate description would 
have been a Christmas novelty; one calculated to 
puzzle. and amuse, but certainly not of a kind likely 


to be instrumental in carrying on the serious business 


of bankruptcy administration all the year round. 

The article to which we refer has a certain air of 
inspiration—and, assuming it to be to some extent 
inspired, we see no particular reason for joy in this 
last move of the Government, viz., the handing over 
of this important question to be "dealt with y the 
Board of duds One would have expected something 
practicable and workable from Mr. Chamberlain, but 
the Government Bill, as here described, appears to us 
to be very unpractical, and пишу characterised bya 
sort of tentative theorism. ... 


“CROSSWORD F ‘OR CHRISTMAS 


Compiled by Kenneth Trickett, А.Ѕ.А.А. 





E BH 
ACROSS. 
7. Relating to money (9). 


$ Rights arising when clients lossi some letters? (9. 
ie. Delivery of goods in trust (8). „а 


"The solution toill be published next: week. . 


1I. Graphic ee of axes (6). 

та. Plant of | value (4). 

13. Folioed 

15. pears ‘imitation of a workshop alongside the miniature 


16, Pure Cor =o multiply, mE this is the result (7). 

19. Apportion 'everything th backward little company 
consumed (8)... 

21. One. zak only temporary use of this н for milking 
cows | 

23. Lawsuit with a short account on it (6). • 

24. КУ тања of bank balances i is getting more distinct 

25. Expenses, perhaps of a3 (5). ton 

26. евреи а (9). | І 


- DOWN. 


1. For lits ail change' around – it's lawful (5). su 

а. Institution for establishing а: -fashionable community? 
(Two words, 8, 7.) 

3. If this officer.has a1, the accounts must disclose the fact 


(8). 
“4. Inscription (7). і 
5. This certificate must -comply with Section: 199, Income 


. Тах Act, 1952. (Two words, 8, 7.) _ 
6. A fall in taxation (9). 


.* 9. One may well sit on this XE (4). 
14. Revenue Department offi cds 


i ddp er eM NERA 
20: Ra. 0845 (a). * 
за. One (5). - 
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THE PROFESSION IN 1955 


ROM the accountant's viewpoint, no year which included 
Be: appearance of two Finance Acts and the long-awaited 
final report of the Royal Commission on the Taxation of 
Profits and Income could be called uneventful. The Commission’s 
report, which was published in June, was notable throughout for 
its clarity and readability – two qualities not easy to sustain in a 
closely-reasoned document running to nearly 500 pages and 
dealing with such a complicated subject as taxation. It contained 
ninety majority recommendations and in the first of a series of 
leading articles devoted to a detailed consideration of these, we 
summarized the principal proposals as including: 
(i) a broadening’ of the field of allowable expenses, including the 
welcome abandonment of the ‘home savings’ principle; 

(ii) a greater measure of freedom in stock valuation methods; 

(iii) a flat rate of profits tax; 

(iv) the carry-forward of capital allowances against the general 

income of subsequent years; 

(v) further relief in respect of profits earned abroad; 

(vi) rejection of a capital gains tax. 

The report has aroused much interest among accountants and 
the profession is proud that Мк W. S. CARRINGTON, F.C.A., who 
is this year's President of The Institute of Chartered Accountants 
in England and Wales, was a member of the Commission. 

Two members of the Institute, together with representatives 
of the General Council of the Bar and of the Law Society, had 
an interview with the CHANCELLOR OF THE EXCHEQUER in March. 
The object of the meeting was to impress upon MR BUTLER the 
urgency of following up the proposals made in the report of the 
Millard Tucker Committee, published in February 1954, 
regarding retirement benefits for self-employed persons. Since 
then, nine months have passed and two Budgets have been 
introduced but this long overdue measure of taxation relief is still 
seemingly as far off as ever. The need for uniformity of treatment 
in this respect in the professional and commercial elements of our 
society has been stressed before in these columns. Unless some- 
thing is done — and done quickly – the drift of young accountants 
towards the pensionable type of employment which industry offers 
may well drain the practising side of the profession of much 
talent. 

Another event still, to use Othello’s phrase, in the womb of 
time, is the perennial problem of co-ordination. The submissions 
made in 1952 to the PRESIDENT OF THE Board ов TRADE by the 
Co-ordinating Committee that Section 161 of the Companies Act, 
1948, which specifies the qualifications of auditors, should be 
extended to cover exempt private companies have not yet been 
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answered. Early in the year, the members of 
The Association of Certified and Corporate 
Accountants rejected a proposal to admit certain 
persons from three non-statutory bodies who, 
in the opinion of the Board of Trade, might 
fairly have been regarded as eligible. 
` The influence of the profession on the form 
and contents of company financial accounts 
continues to be exercised to good effect. The 
Accountant Annual Awards for the presentation of 
company reports and accounts went this year to the 
Ford Motor Co Ltd, and Unilever Ltd. The prac- 
tice of giving interim information to shareholders 
is becoming increasingly common. It is relevant 
to note, in this connection, that during the year the 
Securities and Exchange Commission in the 
United States made a new rule—that companies 
listed in American stock exchanges must make a 


half-yearly return of their trading results in- 


corporating sales totals and the profit or loss 
balance before taxation. One other noteworthy 
innovation should perhaps be recorded. The 
accounts of a major steel company, for the fifty- 
two weeks ended October 2nd, 1954, published 
last January, had all amounts rounded off to the 
nearest £1,000. 

The output of professional literature in 1955 
has been well up to standard both in quantity 
and quality. Perhaps the most ambitious publica- 
tion of the year by a professional body was the 
report of The Institute of Municipal Treasurers 
and Accountants describing a suggested new 
standard form of published final accounts for 
local authorities. Тће Institute of Chartered 
Accountants in England and Wales issued no 
new recommendations in 1955 but produced a 
useful pamphlet on the accounts of sole traders 
and partnerships, and other professional bodies 
have also issued helpful publications. Among 
a large number of American publications, not 
the least valuable was a bulletin by the Com- 
mittee on Terminology of the American Institute 
of Accountants, making careful distinctions in the 
meanings of such debatable words as 'revenue', 
‘income’, ‘profits’ and ‘earnings’. 

As a move to counter the embargo which some 
countries are seeking to impose on foreign ac- 
countants practising in their territories, the 
Committee on Foreign Affairs of the American 
Institute of Accountants issued a statement in 
March expressing the belief that members of the 
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accountancy profession should be allowed to 
practise wherever their clients’ interest required 
them to do so. Тће Committee emphasized that 
in its view, any curtailment of this freedom might 
constitute а real hindrance to international trade 
and investment. It is to be hoped that the civil- 
ized attitude of the American Institute, which is 


also the policy pursued by the profession in this, 


country, will come to be recognized and accepted 
everywhere. 

The first P. D. Leake Professor of Finance 
and Accounting in the University of Cambridge, 
Mn J. К. №. STONE, C.B.E., M.A., took up his 
duties on July ist. Mr STONE was formerly 
Director of the Department of Applied Econo- 
mics in the same university. The academic year 
has also been notable for an original series of 
lectures on accounting dynamics, given by Pror. 


Е. SEWELL BRAY, F.C.A., Е.5.А.А., Stamp-Martin 


Professor of Accounting. 

Two. outstanding anniversaries occurred in 
May - the seventy-fifth anniversary of the grant- 
ing of a Royal Charter to The Institute of Chart- 
ered Accountants in England and Wales and the 
golden jubilee of the Netherlands Institute of 
Accountants. The former event was celebrated 
with a banquet in Guildhall at which the Duze 
oF EDINBURGH was the guest of honour. 

In the seventy-five years of its existence, the 
membership of the Institute has risen from 600 
to 18,000, We published in October a table 
showing the composition of the membership of 
the accountancy bodies in this country and a 
comparison of the increases in the* past fifteen 
years. As at January ist of this year, the aggregate 
membership ‘of the five ‘Section 161’ bodies 
"was 44,000 compared with 32,000 in 1940. 

In view of the ever-growing volume and variety 
of work which is being expected of accountants, 
this upward trend, which represents an annual 
increase of rather less than 1,000 new members 
each year over the whole period and about 1,500 
over the past five years, may be regarded as steady 
rather than spectacular. It indicates the continu- 
ing high esteem in which the profession is held by 
parents and others who have to find, or advise 
upon, careers for the young. It indicates, too, 
the need for examiners to maintain the present 
high examination standard, for accountancy, as 
one of the learned profesSions, owes much to 
their judgment. а 
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THE GRAPHICAL PRESENTATION OF 
RATES OF GROWTH 


by G. W. MURPHY, B.A.(Com), F.C.A., 
Lecturer in Accounting, University of Manchester, and 


J. JOHNSTON, B.Com.Sc., 
Lecturer in Económic Statistics 


This article describes a graphical method of presenting accounting information 

in such a way as to illustrate and compare the rates of growth of various transactions. 

The method is explained by the use of an actual set of accounts and suggestions are 
made for possible applications in other fields. 


HE conventional balance sheet which 
graces a company’s annual report is akin 
to a ‘still’ photograph of the company’s 
position at the beginning and end of its financial 
year, and the accompanying profit and loss 
account indicates the main transactions and 
‘activities which have accounted for the net 
change observed in the company's position in the 
· year under review. 

The significance of such statements is, however, 
sometimes difficult to appreciate, when they are 
. considered in isolation. Companies are. living 
organizations subject to growth and decay, and 
а year is a short period in which temporary in- 
fluences may assume unduly large proportions: 
what is often of more importance is the broad 
trend of the company's development and of the 
, composition of its sales and expenses over a 

. period of years. | 
' These matters can, of course, be analysed by 
computing relevant ratios and percentages from 


the accounting data, but it is also possible to 


present the*figures graphically in such а way as 


to dispense with these calculations, if so desired, . 


* and to convey broad trends to shareholders and 
`: others who may not be interested in detailed 
statistical and accounting studies. 


Semi-logarithmic or Ratio-scale Graph 
' The appropriate graph is known to statisticians as 
Table I 


between 


Log of 
Series B 


ogs 
(5) 


0:176 
0176 
0:176 





the semi-logarithmic or ratio-scale graph, but 
this title need not deter the uninitiated, since the 
basic idea and its practical application can be 
readily grasped. Consider the two series shown 
in columns (2) and (3) of Table I: the first grows 
by the same absolute amount each year, and 
hénce at a decreasing rate, while the second shows 
a constant rate of growth. Plotted on the usual 
graph they would appear thus: 





YEAR 


i 2 . j ‘ 


The basic disadvantage of this type of graph is 
that if several series are to be compared and they 
all curve upwards like B, it is impossible to say 
from the graph which series display constant, 
increasing or decreasing rates of growth. 

In column (4) of Table I the logarithms of 
Series B are given. In column (5) we see that 
these logarithms increase by a constant absolute 
amount each year. Thus if the logarithms of Series 
B are plotted on the vertical scale against years 
on the horizontal, then the points will lie on a 
straight line. This is an example of a semi- 
logarithmic or ratio-scale graph and it may be 
drawn either as explained above, by plotting the 
logarithms of a series on ordinary graph paper, 
or else by the use of specially ruled graph paper 
on which the original series is plotted directly. 

The main properties of the semi-logarithmic 
graph may be summarized as follows: 

(1) a series displaying a constant rate of growth 
will appear as a straight line, the slope of 


me 
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£m. _ GRAPH 17 HOME SALES the line depending directly on the rate of 
growth; that is, the steeper the line the 
greater the rate of growth; 


CAPITAL (2) the rates of growth of two or more series, 
eae or of a single series at different times, may 
Jt “be compared on the graph by comparing 

Pa . the corresponding slopes; 

# (3) а series growing at an increasing rate will. 
display an ever increasing slope, and one 
growing at a declining rate a steadily de- 
creasing slope; 


(4) similar remarks apply to rates of decline; 


(5) the vertical distance of a semi-logarithmic 
graph above the horizontal ‘axis is of no 
importance, as it is only the slope which is 
significant: thus a graph may be moved 
bodily up or down to facilitate comparisons 
with other graphs and, further, series origin- 
ally measured in entirely different units 

S- –—-—.-е (say, tons, dollars, man-hours, etc.) may ђе 

^ drawn and compared on a single graph. 

. x As an illustration of the technique we shall 

5 x examine the rates,of. growth of the series shown in 
o Table II. 

OU The adjusted logs are obtained in each case 
^4 | from the figures in the preceding row by sub- 
E tracting the initial log in that row from all 

succeeding logs. Thus 0.088 in the third row 
of the table is given by 7:206 minus 7:118. The 
purpose of taking adjusted logs is to start all 

TRADING the series at the same point in 1949 to facilitate 

PROFITS — comparison of their rates of growth, as mentioned 

УНИ in (5) above. 

The original figures are shown on a “natural 
scale in Graph I, and the adjustgd logs are 
plotted in Graph II. The second vertical scale 
on this graph converts the adjusted logs into the 
corresponding percentage increases. Graph I is 






EXPORTS, 


1953 


1949 1950 


TABLE II 

























Home sales Ar а 9 . (£000) 13,123 14,529 16,985 

Log 34 Ee vs in m t. 7:118 7162 7:206 7:230 7:228 
Adjusted log Nav fua s - " o 0'044. 0088 0-112 O'110 
Capital а - js . (£000) 12,296 12'935 13,200 13,565 14,969 
Log 2 m ES Pe ee if 090 7112 7:121 7132 7175 
Adjusted log wads Seaver the es и 0:022 0'031 0042. 0:085 
Export and overseas sales od . (Sooo) 4:006 6,359 7,007 8,426 8,246 
Log we " "" s ie r663 6:803 · 6:845 6:926 6:916 
Adjusted log za А. E e ae orqo o'182 0:263 0:253 
Trading profits .. "E . (£000) ee 2,427 2,735 2,605 2,532 
Log em i 21 is - is 6259 6:385 6:437 6:416 6:403 
Adjusted log bs T m ee ; о'126 0178 O57 - 0:144 
Ordinary dividends nfs ei . eon). 229 524. 521 507 565 
Log A M M у 5, 5719 * 57705 

Adjusted log M 0:039 





0025 
Source: Beecham Group Lu, ЕРЕ aid mem 1953. . WE. 
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dominated by the steady rise in home sales and 
exports, in all years except the last. Compared 
with these the fluctuations in trading profits 
seem modest and those in dividends quite in- 
significant. Graph II, which pictures rates of 
growth, enables comparisons to be drawn between 
movements in the various series, which would be 
quite impossible from the first graph.! Com- 


paring, for example, the gowth of exports and. 
‘home sales, we notice the marked growth of the 


former which by 1953 had risen to 80 per cent 
above the 1949 level, while home sales had 
increased between the same dates by just under 
30 per cent. Compared with both of these series, 
the increase in capital employed is quite modest, 
rising by only то per cent in the period 1949-52, 
and by a further то per cent in the final year. The 
movement of trading profits is also interesting, 


*'The following comments are only meant to illustrate the 
technique and not to serve as a commentary on the record: 
of the group over this period. 
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with a rapid rise in the first two years, so that the 
1951 level was 50 per cent above that of 1949: 
in the following year a drop of 5 per cent from the 
1951 level took place, though sales were still 
expanding. The smallest proportionate changes 
are shown by ordinary dividends, with a rise of 
just under 1o per cent in the first year, followed 
by slight falls in the next two years and a further 
rise of just over то per cent in the final year. 
There are other fairly obvious applications of 
this graphical technique. For example, one might 
be interested in analysing the growth of a com- 
pany's total operating expenses and the various 
constituent items of that total. A semi-logarithmic 
graph will show which components are changing 
at a faster or slower rate than expenses as a whole, 
and it will also enable comparisons to be drawn 
between particular components of cost. Similar 
graphs could also be drawn for total sales and the 
contribution to total sales of various departments, 


: branches, or products. 
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Cürrent Accounting Opinions in the United States and Canada 


by KENNETH Е. BYRD, M.A., B.Sc.(Econ.), A.C.A., С.А. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Fournal of Accountancy, 
New York, October and November 


Accountants’ Liability to Third Parties 
N important decision given last March, 
As verdict of the jury, in the case of 
С.І.Т. Financial Corporation v. P. W. R. 
Glover et al, has been confirmed by a unanimous 
court of three judges in the United States Court 
of Appeals for the Second Circuit.* 

The decision is reviewed by Mr Saul Levy, 
СА. and lawyer, Chairman of the American 
Institute's committee on accountants' liability. 
He comments that Judge Ryan's original charge 
to the jury, a comprehensive statement of law 
which has now acquired an additional dimension 
of judicial authority, has become a document of 
great significance to all practising accountants. 

The plaintiff was not a client of the accountants 
but a creditor of a client. Yet it was contended 
that the decision in Ultramares Corporation v. 
Touche et al, that accountants might be liable to 
third parties for fraud but not for mere negligence, 
was inapplicable in this case. For it was claimed 
1 Referred to in the article “The duty and liability of an 


auditor’, by R. Buchanan-Dunlop, in The Accountant, 
dated November 19th, 1955. 


that the accountants knew that their reports to the 
client would be relied upon by the creditor, so that 
this specific identification of the third party might 
support the latter's claim against the accountants, 
though it involved negligence rather than. fraud. 
Judge Ryan, however, held that on the authority 
of the Ultramares case, there could be sach liability 
for negligence only if the accountant's reports 


‘were made primarily for the benefit of the plaintiff * 


and not if they were for the primary benefit of the 
client . . . and only incidentally and collaterally 
for the use of the plaintiffs’. 
As to this charge, the Court of Appeals said: ' .. . 
we incline to think it was correct . . .', but it 
pointed out that the jury had found that the 
defendants’ representations had not been negli- 
gently false or misleading, a fact which barred 
recovery from the accountants in any case. 
Mr Levy also comments that, contrary to the . 
State Street Trust Company case, the plaintiff 
here received the same detailed report that was 
given to the client and that this report 
specifically disclaimed responsibility as to the 
valuation of collateral underlying loans receivable, 
from the insufficiency of which valuation pent 
claimed that it sustained losses. 
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Electronic Accounting 
Mr 5. J. Broad, с.р.А., says that the application 


. of electronic devices will undoubtedly have а 
. major impact on auditing, for the development 
. of the necessary auditing techniques is still to 


come. The auditor must have an adequate record 
trail by which output records, by cards, tapes 
and printed information, may be traced through 


- input records back to the original documents. He 


must consider further, says Mr Broad, the pos- 
sibility of mechanical failures of the machine, 
not yet measured conclusively. 

Electronic computers are likely to be used for 
payroll and inventory control and the auditor may 
haveto re-run through the computer selected input 
information from original source documents. 

Frequent use of magnetic tapes, on which the 
record is periodically to be erased and the tape 
re-used, is likely to necessitate a growth in interim 
testing while the information is still current. It 
is conceivable, concludes Mr Broad, that in time, 
part of the audit programme may be recorded on 
magnetic tape, though he considers this a develop- 
ment probably well in the future. 


Accounting Principles and Tax Principles 
Mr J. S. Seidman, c.P.a., warns the profession 
against being too pliable when it comes to a 
conflict between accounting principles and tax 
principles. Accounting principles are rational, 
he says, while tax principles become entwined 
with the political. Accounting must be utilitarian, 
he concedes, but it must call a halt where utilitari- 
anism ends and opportunism begins. 

He gives many examples of accounting's 
pliability in response to tax regulations. Thus 
when, in 1854, the principle of setting up reserves 
for product and service guarantees was accepted 
for the first time for income tax purposes, in 
many cases financial accounting in the books also 
adopted it for the first time. Not only did it begin 
to catch up with taxes but it jumped far ahead of 
itself and all sorts of expense reserves were 
conjured up, says Mr Seidman. 

In 1955, the income tax authorities, taking 
fright, have retroactively repealed the 1954 con- 
cession, with the promise of resurrection in some 
form at a later date, with the result that many 
reserves vociferously advocated have never seen 
the light of day in the accounts. Mr Seidman has 
no doubt that many of the 1954 reserves will be 
undone in 1955 and he comments that where a 
‘wait and see’ approach was adopted by others in 
1954, the ‘cat and rgouse’ attitude strikes hard at 
belief in accounting principles. 

Should not accounting say to taxes, “во far 
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will I go and no further”? he asks, "should not 
the Gordian knot between accounting and taxes 
be cut?" ' 


The Canadian Chartered Accountant, 
Toronto, October and November 

Interim Financial Statements . 
Mr Frank S. Capon, С.Р.А., urges the necessity 
for the publication of interim financial statements, 
with particular emphasis on the income statement. 
He says that a number of public companies in 
Canada have recently adopted a policy of publish- 
ing such statements, and that Canadian manage- 
ment as a whole must recognize the need for the 
change before the Companies Act is amended to 
make it compulsory. 


Financial Reporting in Canada 

The November editorial reports that the Canadian 
Institute of Chartered Accountants is about to 
publish a booklet called Financial reporting in 
Canada. 'The first edition will provide a two-year 
comparison of 1953 and 1954 statements and it is 
planned to expand the tables each year until at 
least five years are shown. The aim is to encourage 
practitioners to exert their influence towards the 
best practice shown to exist, or towards better 
practice if what exists is not good enough. 


The Profession in Canada 

The Institute of Chartered Accountants . of 
Quebec celebrates its seventy-fifth anniversary 
this year, having grown from a membership of 
то in 1880 to nearly 2,100 today. Mr J. Grant 
Glassco, Е.С.А., President of the Canadian 
Institute of Chartered Accountants, in his address 
to the annual conference last September, reviews 
the growth of the profession in Canada throughout 
this period. Against 75 per cent in public practice 
twenty years ago he cites only 56 per cent today 
and he acknowledges the value of the contribution 
of the members in industry to the progress of the 
profession. | | 

Mr Glassco deals at some length with the 
Institute’s role in accounting education, wel- 
coming the fact that last August a meeting of 
the representatives of all the universities in 
Canada engaged in teaching accountancy was 
held in Winnipeg, under the joint auspices of the 
Canadian Institute and the Society of Industrial 
and Cost Accountants. Contrary to practice in 
Britain and the United States, he points out that 
in the past twenty-five years, the Canadian 
Institute has gone far along the road of supervising 
its students’ technical education. He foresees the 
possibility of having the universities ultimately 


take.over a larger share of the educational burden. . 
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‘TAXING OF DIVIDENDS 


by MAX ENGLARD, B.A., LL.B. 


OW that shareholding has become much 

| \ | more widespread, it may prove useful 

to examine the way in which dividend 
payments are taxed. 

It is important to bear in mind the old and 
well-founded maxim that the company and its 
individual shareholders are distinct and separate 
legal persons, even in the case of the ‘one-man 
company’. This was established in the well- 
known House of Lords case of Salomon v. 
Salomon & Co ([1897] A.C. 22). 

On the other hand, tax law aims —as far as 
this is possible — at (2) levying tax only once on 
the same set of profits; and (b) deducting tax at 
source. 
| Principles Reconciled 
To reconcile these principles, the following 
method is adopted. The company is assessed on 
its trading profits in the normal way and is 
entitled (but not compelled) to deduct tax at the 
standard rate for the year in which the amount 
payable becomes due, which is normally the date 
of payment. (Section 184, Income Tax Act, 
1952.) 

It is not necessary that the profits in respect 
of which the dividend is declared should be 
brought into charge to tax in the year in which 
payment is made, as long as they are liable to be 
included in the company’s profit computation for 
any period (Section 184 (2) of the Act). This 
section, however, does not entitle a company to 
deduct tax from a distribution of profits derived 
from capital or similar transactions which are not 
liable to tax in the hands of the company as not 
forming part of their normal trading .profits. 
Such distributions are made free of tax and are 
not included in the recipient’s total income for 
income or surtax purposes. (Gimson v. CLR. 
(9 А.Т.С. туо; 15 Т.С. 595), principle approved 
by the House of Lords in Neumann v. C.I.R. 
(13 A. T.C. 1; 18 Т.С. 332).) 

The company need not account to the Revenue 
for deductions under Section 184, but is entitled 
to retain the amount deducted and thus recoup 
itself for the tax it 1s liable to pay. As a whole, 
the system works well, but in some special 
cases, if one year is taken in isolation, it may give 
rise to some anomalies, where the Revenue is not 
always the winner. Or as Lord Hanworth, M.R., 
put it in F. H. Hamilton v. C.I.R. (то АТС. 
133; 16 Т.С. 213): 


. the system may be опе in which the tax paid 
by the company and the -tax deducted from its 
shareholders may not be the exact equivalent, 
the one of the other, but broadly that system is 
allowed to work even though at different times it * 
might yield some possible profit to the company’. 

This may be illustrated in the following example: ' 
Supposing company A. commenced trading on 
July 6th, 1953, and had the following trading 


results: 


Period Adjusted Tr. Year of Assessment 
ending rofits or Assessment 
July 5th Losses NIL 
1954 £40,000 (Loss) 1953-54 (Loss carried forward 
9 I 12ths of £40,000 
viz. £30,000). 
1954-55 (Loss carried forward 
£40,coo first xa 
months' trading). 
1955-56 (Loss carried forward 
£40,000 on preced- 


1955 £200,000 (Profits) ing year basis). 


The directors, having regard to the profits for 
the financial year ending July sth, 1955, pay a 
dividend of (say) {100,000 during the year of 
assessment 1955-56. The company is entitled to 
deduct tax at the standard rate from the dividend 
payments and thus retain £42,500, although its 
own tax liability for that year is nil and a sub- 
stantial loss is carried forward. Of course, the 
profits for the year ending July sth, 1955, will be ` 
reflected in later assessments. 

Indeed, were the shareholders persons not 
liable to United Kingdom tax, e.g. charities, 
they would be entitled to reclaim the full amount 
of tax although no tax has in fact been paid by the 
company for that year. 


Shareholders’ Position 

The gross dividend, or interest payments, represent 
the shareholders’ income from the company and 
form part of the shareholder’s unearned income. 
As such it is subject to adjustment as the indi- 
vidual case may require, thus a shareholder who 
is not liable to tax at the standard rate is entitled 
to claim a refund, whereas one within the surtax 
range will be assessed to surtax in respect of 
these payments. 

The right to payment of tax may, in certain 
circumstances, be barred under clause 4 (2): 
1Тһе full effect of this clause agd the cases to which it 
ев lies are discussed in the leading articles on the Finance 


Bill, published in the issues of November 26th, December 
3rd. roth and 17th, ~ Ed. : 
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of the Finance (№. 2). Act, 1955, where the: 


acquisition of the shares formed part of a tax 
avoidance scheme known as ‘dividend stripping’. 

Contrary to popular belief, there is no difference 
in terms of £ s d whether a dividend is declared 
‘free of tax’—as a company is perfectly entitled 
to do-or whether it is declared actual from 
which tax at the standard rate is deducted. In 


• both cases the gross amount of dividend is 


deemed to be the'shareholder's income for 
income and surtax purposes. (05587 186 (1) of 
the Act.) 


Dividends from Building Societies 
There is, however, one exception to this rule in 
the case of building societies which, under 
arrangement with the Inland Revenue, pay their 
dividends ‘free of tax’. These dividends are 
ignored for income tax purposes, viz. the recipient 
is not assessed to income tax nor entitled to 
receive any repayment in respect of these 
dividend payments. (Section 445 (2) (6) of the 
Act.) For surtax purposes, however, the divi- 
dends are grossed up and form part of his total 
income. (Provisos (i) ane (ii) to Section 445 (2) 
of the Act.) 


Double Taxation Relief 

The amount of refund is limited to the rate of 
United Kingdom tax a company pays. That is an 
important consideration for persons in the lower 
income group, who would otherwise be entitled 
to a refund at a higher rate than the United 
Kingdom rate paid by the company. Тће loss of 
benefit amounts to the difference between the 
rate of relief the shareholder could otherwise 
claim and the United Kingdom rate paid by the 
company 1f question. To illustrate this, supposing 
A., who is liable to tax at the reduced rate of 
2s 3d, holds shares in company B., the rate of 
United Kingdom tax of which, due to double 
taxation or similar relief, is equivalent to (say) 
1s 3d. Normally A. would be entitled to claim a 
refund of 6s 3d in the f, but in this case his 
claim is limited to 1s 3d in the £; thus he forgoes 
a benefit of 5s in the £, i.e. the difference between 
6s 3d and 1s за. 

For a shareholder liable to tax at standard rate 
or to a surtax payer, this does not matter as 
credit is given for the full standard rate on 
dividends received. 


Dividends in Course of Transaction 
Who is liable to tax in respect of dividends 
declared after the shares have been bought or 


sold, but before the deed of transfer- in respect 


of these shares is executed? The general.rule is 
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simple and is based on the ordinary rules of 
contract. Once the contract is concluded, any 
rights arising out of these shares pass from the 
seller to the buyer, and although the seller may 
still be registered as a member of the company 
and receive the dividend, he only holds them as 
trustee of the purchaser. The dividend. so 
received together with the tax voucher is 


forwarded by the seller to his stockbroker and 


ultimately passed on to the buyer, whose stock- 
broker will issue a supplementary tax voucher, 


' which has the same validity as the original one. 


The dividend payment is not included in the 
seller’s total income for income tax purposes 
even if he held the shares for the whole period 
for which the dividend is declared, but it becomes 
the income of the buyer. The same position holds 
even after the dividend is declared, as long as the 
stock is sold cum dividend. If they are sold ex 


- dividend, the vendor retains the dividend, which 
‘then forms part of his total income. 


Contango Transactions 
The position is not the same where share pur- 
‘chases are carried forward from account to 
account by means of contango transactions. 
It is the stock exchange practice to credit the 
broker’s client with the nef amount, after de- 
duction of tax, of any dividends declared on 
such shares during the currency of the contango 
transaction. The net amount is treated as income 
liable to tax and not as actual dividends that had 
already borne tax. This practice was given 
judicial recognition in Multipar Syndicate Ltd v. 
Devitt (24 A.T.C. 14; 26 T.C. 359), where 
Wrottesley, J., in his judgment discusses the 


various cases and draws a distinction between a 


real net dividend and an amount equivalent to 
the net dividend which is a mere price adjustment 
in the case of a contango transaction. 


Surtax 


There are three important provisions dealing | 


with special circumstances in connection with 
surtax on dividends, viz: 
(x) sales cum dividends; 
(2) purchases cum dividends; and 
(3) where more than one year’s dividend is 
received in one year. 


Sales cum Dividend 
Normally, share prices reflect the Анине 
accrued to them. A surtax payer could therefore 
cut down his surtax liability by selling shares 
cum dividend and thus receive the dividend, or 
so much of it as is reflected in the increased 


‘price of the stock, tax free in the form of capital. 
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To meet such a situation, Section 237 of the 
Act empowers the Special Commissioners to 
require particulars of such assets. If it is found 
that by such sales the surtax liability has been 
reduced by то per cent or more, the taxpayer is 
assessed as if the dividend or interest had accrued 
to him from day to day. In this connection, 
sales cum dividend has not got the technical 
meaning usually given to it in the stock exchange 
transactions, but includes stock with accrued 
dividends or interest, although the dividend may 
not yet have been declared. The section applies 
to (a) fixed interest stock or securities, where the 
interest or dividend is not dependent on the 
earnings of the company, e.g. debenture stock, 
and (b) to any other stock unless the transactions 


have been effected both through a stock exchange ` 


in the United Kingdom azd by a transfer duly 
stamped. ' 

But there is an important safeguard for the 
taxpayer in the proviso to subsection 4 of the 
section which provides that an individual shall 
not be assessed under this section, if he can 
prove that 'the avoidance of surtax was ex- 
ceptional and not systematic’ and that there was 
no such avoidance by him in any of the three 
next preceding years. 

The words ‘exceptional and not systematic’ 
have been given a wide interpretation favourable 
to the taxpayer in Bilsland v. C.I.R. (15 A.T.C. 
349; 20 Т.С. 446) the facts of which were as 
follows: B., who had control over a company by 
virtue of his holding of all the preference shares 
and over 95 per cent of the ordinary shares, 
sold all but five of his ordinary shares for £75 
per share. The sales were done verbally and most 
of the purchasers were employees of the com- 

‘pany, who could not and did not pay for the 
shares at the time of the transaction. B. promised 
that shortly after the transfer he would secure 
that the company declared a dividend of {100 
per share, which after deduction of tax at the 
standard rate then prevailing, would be equivalent 
to the purchase price of the shares, i.e. 275 per 
share. The dividend was duly declared and used 
by the purchasers to pay for the shares – in some 
cases by endorsing the dividend warrants. B. 
admitted that the purpose of these transactions 
was to avoid the payment of surtax. Yet it was 
held that the avoidance was exceptional and not 
systematic and thus outside the section. Lawrence, 
j., in his judgment interpreting the words 
‘exceptional and not systematic’, says (at page 452): 

*.... it must mean in this context taken out of the 

system, and that implies that there must be more 
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. than one instance in the system. It seems to me 
impossible to say fairly that a single avoidance of 
tax is systematic and not exceptional. ... 

'In my opinion the taxpayer has to prove that 
the admitted avoidance is exceptional and not. 
systematic, that is to say, not part of a system of 
avoidances, and he must go further and prove that 
there has been no such avoidance within the last 
three years,’ 

The initiative in the case of sales cum dividend ' 

rests – as could be expected — with the Revenue. 


Purchases cum Dividend 
To meet the converse case, where ‘the surtax 
liability is appreciably increased by purchases of 
stock cum dividends, Section 239 of the Act 
grants relief on the application of the taxpayer. 
This section follows closely the lines of Section 
237. To bring it into operation the applicant 
must show that his surtax liability would other- 
wise be increased by more than ro per cent, 
taking into account not only the purchases 
giving rise to tbe application but also: any 
transactions in respect of other assets during 


- that year. In granting relief, the income from all 
these assets is deemed to have accrued from day to · · 


day. Assets in this section are not defined and 
it may be argued that the term should be given a 
wider meaning than in Section 237. 

This section does not apply in respect of 
income that becomes assessable on a member of 
a 'controled' company against which a surtax 
direction has been made under Section 245 of 
the Act. (Troy Securities Ltd v. C.I.R. (21 A. T.C. 
29; 24 T.C. 185).) | 


More than One Year’s Income Received in 
One Year " 
As surtax is levied on an ascending scale, the 
receipt of more than one year's dividend or 
interest in one year may disproportionately 
increase the recipient's surtax liability for that 
year. This will particularly be the case where the 
other income for that period is for one reason or 
another exceptionally high or where, due to Һе. 
inflated dividend payment, the latter would fall 
to be assessed on a higher scale group. To 
remedy this, Section 238 of the Act grants relief 
'such as may be just having regard to all the 
circumstances of the case’. Relief is granted on 
the application of the taxpayer who must show 
that due to the receipt of more than one year's 
dividend his surtax liability is increased by more 
than 5 per cent. 

The Special Commissioners are not empowered 
to reopen past assessmenf&, but in granting 
relief they take account of the surtax that would 
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have been payable in past years had the dividend 
been spread on a day-to-day accrual basis. From 
decided cases it can be seen that their power of 
discretion is very wide, not only what constitutes 
a ful year’s income (Fenwick v. C.I.R. (31 
A.T.C. 212; 34 T.C. 411)), but also generally. 
This was given judicial expression by Lord 
Greene, M.R., in Gollin v. C.I.R. (22 A.T.C. 34; 
. 25 T.C. 161), in the following words: 
*. . . the discretion of the Commissioners to do 
justice is of the widest possible description, and is 
only fettered by the following words [і.е. what is 
now Section 238 (1) and (ii)] to the extent that the 
matters specifically mentioned are matters which 
they must take into account; but that they must 
give to those matters, together with any other 
matters they consider to be relevant to the question 
of justice, such weight and effect as in the circum- 
stances of any particular case they think it right 
that they should bear’. | 
As in the case of purchases cum dividend, this 
section does not apply to income apportioned 
under Section 248 of the Act by virtue of a 
surtax direction against a ‘controlled’ company. 


Apportionment 
The apportionment in the above three cases is 


regulated by Section 240 of the Act and may be 
summarized as follows: 
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(т) If the income is payable in respect of any 
stated period, then it is deemed to have accrued 
from day to day during that period. " 

(2) If the period is not stated, then the dividend 
is deemed to have accrued from day to ‘day 
during the twelve months immediately рге- 
ceding the date on which the dividend was 
declared payable or during the period between 
that date and the last dividend declaration (other 
than an interim dividend declaration), whichever 
period is shorter. 

It can thus be seen that under (1) the period . 
can exceed twelve months, whereas under (2) 
the maximum period is limited to twelve months. 


Companies not Resident in the United Kingdom 
The position both as to income and surtax is, 
of course, different in the case of companies not 
resident in the United Kingdom. The income 
from such companies is assesséd on the recipient 
resident in this country under Case V of Schedule 
D in the normal way. As Section 184 of the Act 
does not apply to companies not resident in the 
United Kingdom, no differentiation as to the 
source of income is drawn. In such cases even a 
distribution of capital profits may be taxable on 
the recipient in this country. (CLLR. v. Trustees 
of Joseph Кеш (28 A.T.C. 65; зо Т.С. 431)). 


ELECTRONIC ACCOUNTING 


by DUDLEY У. HOOPER, M.A., A.C.A. 
Chief Organizing Accountant, National Coal Board 


Automation in the Office 


HE rapid evolution of electronic devices over 

the past few years and their application to 

| routine accounting and clerical procedures has 

caused much speculation about the future of the 

‘automatic office’ in general and about electronic 
accounting in particular. 

The electronic computer will, it is said, give the 

answer to management’s increasing need for informa- 

tion of events which have barely happened; it is 


claimed that historical accounting, as we know it, 


will itself be an historical thing of the past. 

- But before we allow ourselves to be carried pap 

by too great an enthusiasm for these techniques, 

think it as well to examine the basic principles of 

electronic accounting before we consider their 

application. 2 
Basic Principles of а Computer 

A computer introduces no new principles; every 

figure operation, whether performed manually, by 


Based on a lecture рфуеп to the Chartered ` Accountant 
Students’ Society of London on October 17th, 1955. Mr 
J. Lgtham, c.B.z., A.C.A., was in the chair. 


simple adding machine, more complicated accounting 
machine, punched cards or a computer, always 
contains five basic common components: 


(а) An input, by which the necessary data is fed 
into the process; it may be written on a pad or 
sensed from punched cards. 

(b) A calculating or arithmetic unit, which may be 
the human brain, the mechanical parts of an 
adding machine, or a series of electrical circuits. 


(c) A means of storage, just as in mental multiplica- 
tion we need to draw on our stores, built up in 
-our schooldays, of multiplication tables (basic 
storage), any carry-over from one digit of the 
multiplication to another (intermediate storage) 
and the necessary technique of knowing how 
to multiply (instructional storage); I do not 
propose here to go into the many possible 
methods of obtaining this facility of storage 
or memory in electronic computers — let us 
accept for the moment that it can be done by 
suitable electrical circuit, magnetic drum or 
cell, cathode ray tube, electrostatic means, or 
in several other ways. 
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(d) A means of contro’ so that each step in ап 
operation is carried out in logical order. 

(e) A means of output, so that the results may be 
interpreted into some readable form, or may be 
easily interpreted. | 

In an electronic computer we see these five basic 

functions performed with the maximum degree of 
automaticity, and in a manner which makes use of 
electronics rather than mechanics: the use of elec- 
tronic pulses as a signal system to connect one 
function with another in place of a mechanical 
linkage of lever or wheel. 


тонау инан 





Facilities and Limitations 
It is in the facility with which 
an electronic computer can 
memorize and control its own 
functions that we find the in- 
creasing interest in electronic 
accounting. For example, some 
of the things a computer can 
do, making use of its high degree 
of automaticity, are: 

(a) Refer to a table of items 
previously stored within 
it and select the appropri- 
ate item required; such 
items might be a range of 
prices, each applicable to 
a particular class of goods, 
the computer being pro- 
grammed to recognize the & 
class and apply the correct 
price. 

(b) Examine an intermediate 
result during a computa- 
tion and, depending on the 
result so far reached, select 
one of two alternative programmes for the 
next part of the operation; calculating net 
pay is an example, where the four basic 
rates of tax may be stored and each applied 
in turn, commencing at the lower, and ех- 
amining the amount of gross pay left after 
each application to see whether or not the next 
higher rate requires to be applied to any 
balance. 

(c) Calculate a problem twice, a different way 
round (x by у first, and then y by x) or using a 
different series of circuits and only making use 
of the result if both computations agree. The 
extent to which this facility of self-checking 
can be used depends on the size of the com- 
puter and therefore on the amount of circuitry 
available in any one particular programme; 
since many accounting processes require only a 
limited amount of calculation on each piece of 
original data, it is often possible to programme 
for a considerable amount of internal self-check. 

(d) Decide for itself, according to the circum- 
stances which it has been instructed to recog- 
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nize, whether a particular computation has 

been completed to the degree of accuracy 

required, whether to round up or down, or 
to give the answer to the nearest whole 
number. 

(e) Provide information when desired, by the use 
of suitable test programmes, as to the accuracy 
or reliability of its own components. Some of 
the larger computers, of unit construction, can 
be programmed to locate their own internal 
faults. 

It is important to appreciate 
however, that a computer cannot 
think originally or intuitively; 
it has no power of creative 
thought and can do no more 
than operate strictly within the 
instructions given to it. It 
follows, therefore, that it cannot 
determine all its own instruc- 
tions, or perceive or interpret 
any situation which may arise 
outside these precise instruc- 
tions. For example, it must even 
contain within its programme 
an instruction to stop working 
when it has completed the 
operation relating to the pen- 
ultimate instruction. 

It follows that care must: 
be taken that there are no 
exceptions in the data рге- 
sented to a computer which 
wil not be covered by the 
programme;. this scrutiny of 
o d input data is something to 
дарав: which I will refer later. 
Types of Electronic Computing 

Equipment 


The term ‘electronic computer’ strictly covers a 
wide range of equipment comprising both digital 
and analogue computers. The former operate by 
carrying out arithmetical processes on digits repre- 
senting a series of numeration and which do not vary 
progressively one to another. An ordinary calculati 
machine is a digital computer (though not deras 
and the accuracy depends on the method of calcula- 
tion and the capacity of the registers. — . i 

An analogue computer operates on numbers 
represented by physical amounts of which they are 
the measure and which vary progressively. A slide- 
rule is an everyday example, and the accuracy of this 
is limited by the physical accuracy of the measure- 
ments made. | 

For accountancy purposes we are accustomed to 
operating in a system of numeration represented by 
digits and we are, therefore, primarily interested in 
electronic digital computers; references to electronic 
computers in this lecture refer 8nly to this type. 

When discussing electronic computing equippent, 
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I find it convenient to group the types available into 
four main classes: 


(a) Universal computers, those with sufficient 


internal storage and other circuitry to carry 
out almost any ‘ype of arithmetical or scientific 
problem; most of the university machines fall 
into this class, | 

(6) Commercial computers, which are smaller and, 
although they still contain a reasonable amount 
of internal storage, are scaled down to cover 
only the normal problems associated with 
commercial work, where less calculation is 
usually required on each item of input data 
than in arithmetical processes (we seldom need 
cube roots, for example). 

(c) Data processing equipment (DPE), an assembly 
of units designed for the rapid electronic 
handling of a large quantity of office data, 
usually translated onto punched cards or other 
medium, where the small amount of computa- 
tion in comparison to the volume of separate 
items calls for emphasis on the latter. 

(4) Calculators, which may be electronic, but 
because of their lack of internal storage are not 
truly computers, and which have facilities’ for 
the absorption of only a very limited and short 
variable programme of instructions. | 

In all classes, but more particularly (b) and (с), 

certain programme routines commonly used in 
accounting and commercial procedures are often 
‘built in’ the circuitry, so that they need only be 
called into use by a simple code and do not need 
detailed programming each time. 


Advantages of Electronic Techniques 


In considering the application of an electronic 
digital computer or DPE equipment to an accounting 
process, the first advantage apparent is the high speed 
at which each computation can be done. But not 
only does this mean that it is now possible to carry 
out existing figure processing operations more rapidly 
than by other methods, but that we can now perform 
operations which were not previously worth while 
because they would only have been available when 
they were too late to be of value to management. 
_ As a result of this high speed of operation, there 
is also the ability of electronic techniques to absorb a 

eater volume of original information. For example, 
in a statistical survey a larger sample can be ргосез- 
sed and we now have the possibility of using basic 
accounting data to obtain, say, some particular 
analysis of cost which previously could not have 
been done economically by reason of the volume of 
work involved. 

Any advantage of the greater accuracy of a com- 
pue із a point on which considerable doubt has 

een placed by some writers; in fact, the computer, 
properly planned, constructed, programmed and 
used (as with any other machine accounting system) 
is certainly at least®as reliable as any other figure- 
processing system, and should be more reliable. And 
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it is worth underlining the fact that, because of the 
high speed at which a computer can work, and 
consequently the additional time available for check 
and test routines, the process can be so arranged that 
one may have complete confidence in the result. 

But at the same time it is important to remember 
that no computer can produce any more accurate 
results (if we accept that degrees of accuracy are 
possible) than are available from the accuracy of the 
original record which forms the input. Electronic 
accounting demands the most comprehensive inde- 
pendent controls on total figures, for example, 
although in some cases it is possible to programme a 
computer to produce some of its own controls during 
the operation (an instance of self-checking, by using 
two different methods and different circuits to 
produce two comparable answers). But, in general, 
it is more usual to plan a particular operation in a 
rather similar method to the present ways of control- 
ling punched cards, using predetermined totals for 
control purposes. 

` Lastly, the higher degree of automaticity in each 


of the five basic functional components of a com- 


puter than in any other figuring or accounting 
method minimizes the possibility of human error. 
And this automaticity is not only limited to the 


:;process itself; the computer can be used to reduce 


the need for human scrutiny of each result in detail 
so as to select those which are significant to manage- 
ment. : 

It is this selective ability that has caused the 
computer to be likened to the human mind, examin- 
ing each individual result in detail and rejecting 
all those which are not of significant variance from 
the budget or standard, a technique useful in, for 
example, a standard costing system. 


Commercial Application of Computers 


A commercial problem, with a large amount of 
input and output for a comparatively small amount of 
computation, is often more complex to programme 
on a computer than a scientific or mathematical 
problem. The most essential point is to decide the 
precise form in which the result is required. Before 
that, it must first be decided exactly what is wanted. 


- ‘This leads to the truism that, before one can apply 


а computer to an accounting technique, it is first 
necessary to discover from management, not only 
what they think the present technique 1s providing, 
but also what they would prefer the technique to 
rovide if it were possible. It must also be remem- 
Pered that management operates at all levels; from 
the board room down to the factory floor. A com- 
puter will normally operate at one level only, and 
must, therefore, produce from the same raw material 
varying forms of output for the varying require- 
ments of management. 
It is an interesting exercise to reconcile the require- 
ments of management with the requirements of the 
accountant; the latter will have to convince manage- 


‘ment of the greater value of new presentations. That 
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some new presentation is тесеззагу has been shown 
by many examinations of accounting procedures 
with a view to the application of a computer; only too 
often the first result is to increase the volume of 
output, so that returns are produced in ‘added 
quantity and at more frequent intervals. But the 
function of a computer is not to provide the material 
for management to repaper the walls daily; it has 
been said many times that, if information cannot be 
presented in the area of ре then it is possibly 
not worth presenting at all. 

It is this ability of the computer to condense or 
distil its raw material into a refined product that 
makes it so valuable; and why it is so important 
that the basic accounting procedures should first be 
examined before the application of electronic tech- 
niques is considered, 

We should therefore dismiss any idea that a 
computer is an electronic book-keeping machine; it 
should never be thought of as a means of orthodox 
ledger keeping. Nor should we consider a process 
as suitable for the application of a computer if only 
one use is to be made of the original basic data, since 
it would almost certainly not be an economic proposi- 
tion to translate із data into the ‘language’ used 
by the machine (e.g. punched cards) or to process it. 

There should normally be at least two, and prefer- 
ably more, uses of the same original basic data, and 
examination of existing accounting techniques will 
often show that in the past too much attention has 
unavoidably been paid to the book-keeping aspect 
because of the time factor (for example, the payroll 
must be completed in time to pay the employees) and 
not enough to the analysis of the same basic data for 
management purposes (such as labour costs and other 
statistics). The computer allows the natural flow of 
information ('cost first") to be developed. 

It follows that the computation of payroll con- 
sidered as a separate operation is probably not a 
proper application of electronic techniques. But if 
we apply a computer to a complicated wages structure 
so that we produce labour costs analysed by type of 
work or by job, measure actual cost against standards, 
present those variances which exceed a predeter- 
mined amount and, finally, evaluate net pay, then 
we have a combined operation for an electronic 
computer, working in one or more steps according 
to its capacity. 

Similar arguments apply to most of the basic 
accounting systems (e.g. stores, sales and impersonal 
account work). It is only when the personal angle of 
debtor or creditor is viewed as a 'flow through' from 
management cost information and statistical analysis 
that a computer becomes of interest. 


The Effect on Staff р 
One advantage claimed for the use of electronic 
computers in office techniques is the saving of 
employees. Personally, I do not consider that the 
introduction of such techniques will result in any 


large or rapid overall reduction in the number of. 
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clerical personnel. I feel there will tend to be rather a 
redistribution of effort, a gradual reduction taken up 
through normal wastage, by the elimination of the 
more routine clerical tasks. 

Tt is likely that the first advantages to accrue from 
a computer application will be the wider availability 
of basic information to management, with the need 
for intelligent interpretation of results; this will best 
be done by those who already' have experience of 
operating the procedures by other and slower means, , 
who understand the implications of the results, and 
who are best fitted to interpret them. 

At the same time, as I have already stressed, there 
is need for accuracy in the original data fed into the 
operation. In any computer technique there is con- 
siderable telescoping of the process between input 
and final output, and many of the intermediate steps 
are missing. It follows that the opportunity for 
showing up errors during the process have now gone, 
and it is, therefore, more important that initial 
recording should be accurate and that there should 
be some scrutiny of input to eliminate obvious 
errors, In the immediate future of electronic applica- 
tions this will clearly be a manual, mental and visual 
operation; one may perhaps look forward to the time 
when much. of this recording will itself be done 
automatically by electronic means, but for some 
years one can only see redeployment of existing 
clerical staff to cover this essential aspect. 

This scrutiny of input must also extend to making 
sure that each item of data is within the scope of 
the programme. For example, when automation 18 
applied to a manufacturing process süch as canning 
peas, all the cans are of similar size and bad peas 
can be automatically rejected. In computing wage 
costs and payroll however, each piece of data may 
vary over a wide range, and all must be accepted. 
The ponen has to accept this variety, and 
‘impossible’ data cannot be automatically recognized 
outside the instructions given to the machines. 

e 


The Place of the Accountant 
It may be at this point that you will wonder where 
the accountant will be in this office of the future. Will 
he himself become redundant, having no ledgers to 
keep, no analyses to prepare, and apparently no 
work left that a computer cannot do for hira and even 
check for him? I suggest the accountant's work will 
be one of controller and interpreter. He need only 
know sufficient about the interior working of the 
computer so as to know when to summon an engineer 
or a programmer. But he should also know enough 
about the capacity (and limitations) of the installation 
to be able to advise management whether a particular 
proposal is either possible or practicable. It follows 
that he should, therefore, appreciate fully the require- 
ments of management to be able to harness the 
computer both economically and efficiently. It may, 
therefore, be that the accountant of the future should 
also be something of a mathemafician, a scientist, an 
engineer and a manager, but there is little doubt that 
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his duty of interpreting financial results from the 
medium of monetary figures into effective instru- 
ments of control should be more important in the 
future than it is at present. 

He will, therefore, cease to be a book-keeper; his 
function in relation to the electronic accounting 
processes will clearly be that of a controller. It 
should leave him time to think, to appreciate all the 
implications of the figures which are presented to 


-him, to evolve new means of control of the industry 


with which he is dealing, to have his finger more on 
the pulse of affairs than he has had time for in the past. 

The installation of an electronic computer will 
naturally create considerable disturbance in the 
existing accounting, statistical and clerical organiza- 
tions; but it is probably a mistake to assume that it 
will entirely replace any or all of them. Care must be 
taken not to use the computer for anything and 
everything merely because it exists or because it has 
spare time available. Many ancillary operations and 
minor clerical accounting operations will still be more 
economically carried out by the simplest manual 
methods; it may sometimes be more effective to treat 
exceptional items separately than. to devise the 
system more elaborately than it need be. This 
tendency to 'put everything on the machine' is not, 
of course, limited to the computer field; it is a trend 
seen in every office that has put in some form of 
machine accounting. 


'The Computer and Management 
How far will management trust the computer? This 
is a question which those who have drafted computer 
applications have found of great interest. In spite of 
all the present management accounting techniques 
available and operated in many industries, too many 
levels of management still prefer to trust scribbles on 
the backs of old envelopes instead of the figures 
presented to them by their accountants. I suggest 
that there is a great deal to be done in training 
management not only in accepting the same sort of 
figures as they now receive (but prepared by a 
computer) but, more important, accepting additional 


‘information or a different presentation of information. 


As accountants, we may know that we are giving them 
better service; it is up tó us to convince management 
of this and to be prepared to prove our point. 

It is, however, generally true that it is in the 
industrial field, where management is already 
becoming accustomed to the principles of automation, 


, that the application of these principles to management 
'accounting techniques 18 most readily appreciated. 


Electronics and the Auditor 
Many readers may now be asking whether auditing 
techniques will need to be changed. But there should 
be no departure from the existing principles of 
internal check, or, therefore, of audit. It is true that 
there will be considerable elimination of the step-by- 
step procedures of the past and that many of the 


intermediate parts of the process will be missing. 
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But I would expect that fhe auditor would devise 
his own programmes so that he can process to his 
own satisfaction such extracts of the original data as 
he desires. He may have to satisfy himself to a greater 
degree that the overall programming of the computer 
and the system of the internal check is adequate for 
his purpose. But I would not for a moment envisage 
him, as many auditors appear to think, projecting 
himself inside the computer and chasing the elec- 
tronic pulses with green ink. 

But I do urge those of you who are going into the 
profession to take every possible opportunity of 
learning as much as you can about the applications 
and implications of electronic computers. ЈЕ has 
been, unfortunately, the case that when open courses 
of lectures have been given in many parts of this 
country, the large audiences have been almost 
entirely made up of senior accountants and executives 
in industry; the number of professional accountants 
in practice has been insignificant. 


Future Development of Electronic 
Accounting 


Most current development in the application of 
electronic computer techniques for accounting pur- 
poses in this country is based on punched-card input 
and output and falls into the ‘commercial’ and DPE 
group. There are obvious reasons for this, the chief 
ones being that the punched-card technique is 
already known and appreciated, and the manufac- 
turers of this equipment already market three-fifths 
of a DPE installation (input, output and arithmetic 
units). That is not to say that other types of computer 
(e.g. with punched or magnetic tape input and output) 
cannot be applied to accounting, but I feel personally 
that development on punched-card lines will be the 
most general and widespread during the next decade. 
In this connection, it is of interest that other well- 
known office machine companies are developing 
ancillary apparatus (such as rapid printers, special 


_card feeds and summarizers) for use with existing 


punched-card equipment and future electronic 
application. 

The construction of all electronic devices in 
computers and DPE equipment is being developed 
on the package principle, reducing the possible 
number of different component circuits to a minimum, 
во that replacement of a faulty unit is simple. This 
unit trend is followed to the further stage of design- 
ing computers so that each function is a separate 
unit (in similar manner to the separate machines of a 
conventional punched-card installation). By these 


‘means computers will, I feel, be elastic: from basic 


input, output, calculating, storage, power and control 
units, any combination can be built up to meet the 
individual needs of a particular installation, and the 
basic units themselves will be variable in their 
capacity. 

At the same time, the makers of punched-card 
machinery and others are rapidly developing new 
ancillary equipment Tor fast data processing, 
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especially in automatic preparation of input for a 
computer at the same time as an essential conven- 
tional operation is being carried out (e.g. ledger 
posting); this type of equipment would seem to fill a 
need where it is essential to prepare some form of 
written record for each individual account (particu- 
larly with posting customers’ statements) in detail – 
it may be more convenient to compile this from day 
to day, automatically preparing .at the same time 
suitable input for a computer, which will then handle 
all the necessary statistical data. 

I suggest, then, that development over the next ten 

years or so will mainly be along the following lines: 

(а) More ingenious types of circuitry and other 
‘hardware’ inside the computer to make them 
more compact, more elastic and less costly. 

(6) More rapid means of preparing the input, either 
by automatic punching of an original record, 
or by recognition of the printed character. An 
American bank, for example, is at present 
testing a device which directly scans printed 
check numbers. и 

(с) More rapid printing devices, usually printing 
Кога a card or tape ‘intermediate’ output which 
the computer has prepared; to link the printing 
device directly to the computer would slow it 
down to the speed of printing. 


Economics of Electronic Accounting 


The cost of electronic data processing equipment at 
the present time is about £15,000, while ‘commercial’ 
computers are somewhat higher; at the lower level, 
one would need also to take into consideration the 
additional ancillary equipment needed for handling 
(e.g. sorting) the input medium and, as this would be 
in the range of punched-card equipment, some 
orthodox punched-card tabulating equipment would 
also be required. 
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In considering whether or not the outlay on any 
installation would be economical, I feel that it is 
not only necessary to compare the expected cost 
against the current cost of carrying out normal 
commercial operations, but also to take into account 
the additional. advantages which are not so easily 
evaluated. These advantages I have already men- 
tioned, such as the speedier presentation of informa- 
tion, the presentation of additional information, 
greater accuracy and, perhaps most important of all,. 
the more effective management control to be expected 
as a result of greater efficiency in the accounting and 
clerical procedures on which such management 
control is based. 


The Electronic Office 


Is the electronic office of the future just a pipe- 
dream? Some writers would have us believe that the 
manager of the future will sit before an array of 
television-type screens, operating something like an 
organ console on which he can direct all the opera- 
tions of his business according to the results shown 
on the screens. Some would go further and replace 
him by an electronic robot. 

I suggest that, while this might conceivably be 
common practice in some far-distant era, within our 
own lifetime we will not see quite such sweeping 
changes. Progress there will be, certainly, but it will 
be steady and, we must hope, practical, although 
possibly gaining ever-increasing pace. And, as 
accountants, I feel it is our job to ensure that these 
new devices are properly applied, still maintain the 
fundamental principles of accountancy, and are 
regarded as an instrument with the aid of which we 
can give better service to management. 

Let us never forget that any electronic device is 
merely another tool; the machine must remain the 
servant and never become the master. 


ACCOUNTANTS IN INDUSTRY ' 


SOME THOUGHTS ON TRAINING 


by E. R. COOPER, A.C.A. 
Divisional Accountant, Southern Division, Central Electricity Authority 


PROPOSE to refer to playing team games 
[= І believe participation in organized 
sport to be an aid to your career. 
' Consider any team game. First, you learn the 
techniques - how to control a ball and direct it. 
Then you develop the particular techniques of the 
full back, bowler, or batsman. 
During all this you learn – possibly unconsciously 
— how to fit into a team, and you learn self-discipline. 
You learn not only your own job in the team, but 
what is expected of all the others. Mutual confidence 


Summary of a talk given to the Central Electricity Authority 
Southern Division: Trainees, at Horsley ‘Towers, on 
July a7th, 1955. 


becomes an essential and whilst you may help out 
a fellow in difficulty, you do not, or should not be 
allowed, to trespass on bis job. 

Eventually you may captain the side. This is 
comparatively simple because the number you are 
allowed to have in the team is defined, the positions 
are defined (a cricket captain may have some option), 
the purpose of the team is known and results afford 
a means of measuring the degree of success or failure. 
Further, the performance of each individual is easily 
seen. 

Án Inquiring Outlook 


The same principles apply in b&coming an accountant 
and later a manager. You learn by practical trainipg and 
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theoretical study, the techniques and basic principles. 

I suggest you approach your work with an inquiring 
outlook. Why is the job being done at all and why. in 
this particular manner? There is, or should be, a 


' reason for everything, just as there is in the orthodox 


way of controlling a ball. 

Make use of the written departmental organiza- 
tion, procedures and papers available to you. Write 
plainly, always insert a date on working papers, avoid 


ambiguity, consider the typist, and remember some- 


one else may have to follow on where you left off. 
In writing reports, first consider the reader and what 
he wants to know. 


Professional Body 


You now find yourself a member of a professional 
body. It is not by chance that this body has built up 
for itself a reputation for ability, integrity and service. 
It is because past and present members have devoted 
time and energy in professional ability and in ensuring 
that that ability and standard of conduct is maintained 


and passed down. The same applies to a sports club. 


How does the accountant in industry apply the 


' technique he has learnt? As in the games analogy, 


he must know not only his own job, but the duties of 
all his colleagues. He should provide management 
with what it wants and not what he thinks it wants. 
This may not be so easy as it sounds. When ће is 
asked about the cost of something he must be quite 
clear that he and the questioner mean the same 
thing. It has been said that one of industry's greatest 


' needs today is accountants who can teach their non- 


· 1951, 
` Leader of the House of Commons. Mr Macmillan 


accountant colleagues. 

The accountant’s job brings him into contact with 
most aspects of the organization he serves. He will 
find, by the process of teaching, that his non- 
accountant colleagues will want to do the things he 
wishes them to do. They will want to write down 
obsolete stores; will come to appreciate delegation of 
authority through budgets, and that cost statements 
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afford a means of verificatibn. The accountant must 
realize that cost statements, whilst being factual, may 
not show all the facts. The figures may show main- 
tenance costs but not whether the plant has been 
adequately maintained, neither will they show, unless 
so devised, the losses on sales or the extra production 
costs through plant breakdowns. 

The accountant’s own training can encourage a 
spirit of trusteeship. 
2 


Self-discipline 
In the games analogy the captain retains the job of 
his position (full back), but the accountant when put 
in charge has to give up some, if not all, of his former 
work, 

This is not so easy as it sounds. It requires self- 

discipline to give up doing jobs one likes doing. 
Control is harder for the manager than the captain. 
There are no pre-defined numbers and positions for 
the manager’s team and no easy yard-sticks for 
measuring the effectiveness of the group or of the 
individuals. 
+ But just as a captain with some all-rounders in his 
team is fortunate, so a wise manager, by planned 
training, is found to have staff experienced in several 
sections of his department. 

With our own training I hope to be able to arrange 
for a few of you to have a short period with the area 
board and possibly an exchange with clerks articled to 
local practising accountants. 

And now famous last words. The object of any 
group — games or industry – is maximum result with 
minimum of effort. I believe the playing of games 
developes an ability to get on with people and a sense 
of values; it will help to avoid technical rickets and will 
afford a means of making many friends and leading a 
fuller life. 

Furthermore, it develops an attitude of joint 
consultation, a subject in industry where the account- 
ant can, I believe, help appreciably. 


WEEKLY. NOTES 


Changes in the Government 


As announced last week, Mr Harold Macmillan, M.P., 
has been appointed Chancellor of the Exchequer in 
succession to Mr К. A. Butler, с.н., м.р. Mr Butler, 
who had held the Chancellorship since the autumn of 
has been appointed Lord Privy Seal and 


was formerly Secretary of State for Foreign Affairs. 

Among the other Government changes made by 
Prime Minister is the appointment of Mr Nigel 
Birch, о.в.в., M.P., as Secretary of State for Air in 
place of Lord De L'Isle and Dudley, v.c., А.С.А., 


-upon whom a Viscountcy has been conferred, and 
_ the appointment of Miss Edith Maud Pitt, 0.B.z., 


M.P., as Parliamenfary Secretary, Ministry of 
Pensigns and National Insurance, in place of Mr 


Ernest Marples, M.P., А.5.А.А. It is understood that 
Mr Marples was offered another post in the recon- 
structed Government but that he declined it. 


Finance (No. 2) Act, 1955 
The Finance (No. 2) Act, 1955, went through all the 
remaining stages in the House of Lords on Decem- 
ber 20th and received the Royal Assent on the 
following day. 


Mortmain and Foreign Companies: 
The Final Мога? 


It seems likely that the decision of the House of 
Lords in Attorney-General о. Parsons and Others 
(The Times, December 20th, 1955) will be the last of 
a series which has resulted from the attempts of Irish 


750 


companies to acquire landein England without comply- 
ing with the requirements of the Companies Act, 
1948, or obtaining a licence in mortmain under the 
Mortmain and Charitable Uses Act, 1888. In Morelle 
Ltd v. Waterworth; Rodnall Ltd v. Ludbrook ([1955] 
т О.В. 1; [1954] 2 All E.R. 673), the Court of Appeal 
had held that such attempts caused the land in 
question to be forfeited to the Crown under Section 1 
of the Act of 1888, so that the companies in question 
could not succeed in an action for possession on the 
ground of breach of covenant by their lessees. The 
correctness of that decision was upheld by the full 
Court of Appeal of five judges in Morelle Ltd 9. 
Wakeling ([1955] 2 О:В. 379; [1955] 1 All E.R. 708) 
an unsuccessful action by the landlord company to 
recover rent. Attorney-General о. Parsons was con- 
cerned with the liability of the Crown on a forfeiture 
occurring, and the Court of Appeal held ([1955] 
Ch. 664; [195 955] 2 All E.R. 466) that the Crown could 
not escape liability to the freehold reversioner. 

That decision the House of Lords (Lord Morton 
of Henryton dissenting) has now reversed. Earl 
Jowitt, who delivered the leading speech, took the 
view that the words ‘. . . the land shall be forfeited 
to Her Majesty from the date of the assurance, and 
Her Majesty rd enter upon and hold the land 
- accordingly . . ' in Section 1 of Ње Act of 1888 gave 
Her Majesty an option to enter or not as she might 
think fit, and that forfeiture was not automatic. 
Lord MacDermott thought that the Mortmain and 
Charitable Uses Acts, 1888 and 1891, had no applica- 
tion to short leases, that is (in this context) leases for 
less than roo years, thus in effect approving the 
dictum of Wills, J., in Truro Corporation v. Rowe 
([1901] 2 К.В. 870, 875) which the Court of Appeal 
had disapproved in Morelle Ltd v. Waterworth; 
Rodnall Ltd о. Ludbrook. lt was unnecessary for 
their lordships to decide whether any distinction was 
to be drawn between the cases of registered and 
unregistered land. While the decision of the House of 
Lords is doubtless satisfactory to the Crown, as 
absolving the Crown from liability when an assurance 
in mortmain takes place, there are those who will 
sympathize with the reasoning of. Lord Morton’s 
dissenting speech. At all events, the law of mortmain 
is left strangely uncertain, and for that reason, of 
doubtful value. 


Better Exports, Higher Imports 
In the first eleven months of 1955, this country's 
exports increased by 6 per cent. The actual increase 
in value over the same period of 1954 was 9 per 
cent. On the other hand, imports for the same eleven 
months went up by 16 per cent, one-fifth of the 
increase being caused by higher prices and four- 
fifths by larger volume. It is thus clear that the 
inflationary situation in this country has forced up 
the volume of imports. The increase in the volume 
of imports of foodstuffs was about 8 per cent, which 
is not a very large advance, but the sheer size of the 
total import bill for foodstuffs makes the figure-in 
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absolute terins very considerable. Fuel imports, both 
coal and petroleum, place an increasing burden on 
the country's visible trade balance as time goes on, 
while the continued large imports of metals and 
other manufactures are a constant reminder of the 
inability of the economy to feed itself with adequate 
supplies of what used to be considered indigenous 
materials. 

On the export side there has been a noticeable 
swing in the direction of trade from the dollar area 
to Western Europe and a fall in shipments to 
Australia is now beginning to show itself in the 
official figures. 


Record in Steel 


The year 1955 is closing with record performance 
figures from the steel industry. November is always 
a good month and this year the rate of production 
exceedéd an annual rate of 20 million tons of ingot 
steel for the first time in the history of the industry. 
It is now almost certain that the output for the whole 
year will be in the region of 19:75 million tons. 
‘There is every indication that the recent increases 
in blast furnace and steel mill capacity have exceeded 
the output performance which had been expected of 
them. It is noticeable that, although particular 
emphasis has been laid this year on the increase in 
blast furnace capacity, the increase in steel produc- 
tion has exceeded that of pig-iron ~ satisfactory as 
the performance of the latter has been. 

Good as the steel figures have been in 1955, the 
year is finishing on а note of urgency for a further 
expansion in capacity. There are signs that the 
long-drawn-out controversy between the motor 
vehicle industry and the steel makers is gradually 
being resolved by the probability of an increase in 
sheet and strip capacity over and above the present 
acheduled development programme. In tinplate there 
is also concern expressed by the canning industry 
about the prospect of supplies in 1959, even when 
the higher output of the newer steel plants in West 
Wales is taken into account. Both in sheet and strip, 
of course, supplies for users’ industries have been 
maintained only by raising imports to a disconcert- 
ing level. 

Concern has been recently “expressed as well by 
the re-rolling section of the steel industry about its 
supplies of billets. Looking back over the first nine 
months of 1955 (later figures are not available) only 
the shipbuilding and marine engineering industries 
have used less steel than in 1954. This drop, how- 


• 


ever, is a passing phase, for a shipbuilding boom is ` 


building up,.based on the recent big tanker building 
programmes and the better orders which have been 
coming in over 1955 for dry cargo tonnage. It will 
be surprising if there is not a big increase in the 
demand for steel plate in 1956. Altogether, there is 
little prospect of noticeable alleviation in the lack of 
home-produced stee] for the next year or so, unless 
the credit squeeze is too suctessful and initiates a 


recession. Py 
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REVIEWS 


Costs and Prices 
by S. R. Brown, LL.B., F.C.A.(Aust.) 


(The Law Book Company of Australasia: Sweet & 


Maxwell Ltd, London. 30s net) 


For the accountant interested in the principles and 
practice of cost accounting this is a rewarding book. 
The author, a chartered accountant, has read ex- 
tensively in the literature prepared both by economists 
and accountants on the subject of cost accounting. 
"Throughout the entire text there is a current of well- 
informed comment which is related to a series of 
excellent practical examples of the application of 
various costing techniques. For the student reader 
there are questions set at the end of each chapter. 

The framework of the book is as follows. It opens 
with a discussion of the economist's concept of 
marginal cost and the extent to which it is useful 
or relevant to actual business conditions. This is 
followed by an exposition of the various types of 
costs and the extent to which prices are directly 
dependent upon costs in competitive or non-com- 
petitive market conditions. Among later chapters 
there is an interesting discussion of cost control with 
reference to plant, stocks and labour, which is followed 
by a description and analysis of various wage systems 
which have as their purpose the promotion of pro- 
ductive efficiency. The final section of the book deals 
with budgetary control, which, like the previous 
chapters, is well illustrated with realistic material. 

While not, perhaps, a profound work on costing 
problems, the book is very well written. The author 
has strong theoretical interest but his emphasis 
throughout is on the practical v D of his 
propositions, 


La Gestion Prévisionelle et Controlée 
е de L'Entreprise 
` by R. B. Thibert 
. (Dunod, Paris. 1-750 fr.) 

This is an important addition to the series of books 
issued under the direction of M. André A.-Brunet 
with the general title L'Economie d'bntreprise. The 
author is the technical director of the Société 
d'Expertise Comptable Fiduciaire de France, and he 
has dealt comprehensively with the subjects of 
budgets and budgetary control, synthesizing and 
harmonizing the points of view ot the econoinist, the 
trader, the engineer, the financier and tne sociologist. 

It would seem that business torecasting and 
budgetary control have been carried to a more 
advanced stage in this country than in France, and 
М A.-Brunet, in his introduction, makes the point 
that there the words ‘budgetary control’ have a 
narrower connotation than on this side of the 
Channel. They indicate, he says, a method of manage- 
ment control which may be ineffective it exercised 
а postgriort, and dangerous if practised a priori, and 


one that is too often based on past results being 
regarded as a fixed datum and incapable of improve- 
ment. 

M Thibert’s book is a refreshing counterblast to 
this idea. His main theme, forcibly and clearly 
expressed, is that budgetary control must be exer- 
cised all along the line between a budgetary pro- 
gramme and its execution, and that control at every 
stage of contracts and commitments, both technical 
and legal, is vitally important. He shows from prac- 
tical experience how budgets and budgetary control 
can be most effectively utilized to increase production, 
and maintain the closest liaison between every activity 
of a business enterprise. He deals very fully with the 
drawing up of technical budgets, the control of sales 
and production, stocks and investments, costs, prices, 
and the investigation of errors and frauds, and he sets 
out clearly the essential features of budgetary control 
in commercial undertakings. 

: M Thibert has produced a work which should be 
of great value to all concerned with business manage- 
ment in France, and which should make the task of 
professors and students of accounting and business 
economy considerably easier. 


Economics - 
Fifth Edition 
by Frederic Benham 

(Sir Isaac Pitman & Sons Ltd, London. 18; net) 
Benham first appeared in 1938, and so many students 
have since made the book their standby that little 
recommendation is needed for this, the fifth, edi- 
tion. The author points out that he has changed the 
book extensively and rewritten the greater part of 
it, his aim being both to modernize and simplify; 
and he has. succeeded admirably in both these 
objects. 

The book may well be considered an example of 
what standard text-books should be: compendious 
(it covers the whole field of the normal student's : 
needs in its 568 pages), well written (the layman can 
read it with pleasure and profit), well produced (its 
bulk weighs light in the hand) and nioderately priced. 


Organization of Retail Distribution 
by M. D. H. Ross 
(Macdonald & Co (Publishers) Ltd, London. gs 6d. net) 


This is the third volume in the series of text-books 
which is being currently prepared for the use of 
students working for the National Retail Distribution 
Certificate. Like its predecessors, this volume is also 
written by a member of the teaching staff of the college 
for the distributive trades. 

Within a very small compass, some 130 small pages, 
the book contains a quite remarkable amount of 
information coupled .with simple common-sense 
instruction to the student who hopes to earn his 
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livelihood in the distributive trade. The arrangement 
of the material is good. A brief historical introduction 
tracing the development of the modern shop is 
followed by a brief summary of the main statistical 
lessons derived from the 1950 census of distribution. 


The features of the various types of shop are discussed ` 


and the reader is then introduced into the day-to-day 
organization and mechanics of running a store. 

A lot of the material on buying policy, stock 
control and other topics, may appear to the initiated 
as simple. This is partly due to the fact that Mr Ross 
has an agreeable style and the succession of points he 
makes under each heading are eminently sensible and 
above all hall-marked by practical considerations. 
The reader for whom this book is written will find it 
pleasant reading as well as informative. The account- 
ing student who has a store or shop audit will be 
surprised at the amount of professional expertise 
and knowledge required to make a store successful. 


The Essentials of Economics 
by Douglas C..Hague and Alfred W. Stonier. 
(Longmans, Green & Co Ltd, London. 12s 6d net) 


The title is apt. The authors, having previously 
written an еей book on the theories of the great 
economists, have this time concentrated on explaining 
everyday economics to the general reader. The 
progression, from the transactions of the individual 
to the workings of international finance, is smoothly 
accomplished with the minimum use of technical 
terms and phrases and in the last chapter, on econo- 
mic policy, Mr Hague and Mr Stonier engagingly 
defend the few ‘value judgments’ which they have 
introduced into their narrative. No apology is needed 
for this departure from the purely expository. The 
Essentials of Economics is a firat-rate encouragement 
to ordered thought and should do much to expand 
inherent views on economic theory which the intel- 
ligent reader may already hold but has never fully 
developed. 


Income from Abroad: The Assessment of 
Remuneration and Similar Earnings to 
United Kingdom Income Tax 
(The Association of Certified and Corporate 
Accountants. 2s net.) 

The law concerning the liability to income tax of 

from offices and employments where there 
is a foreign element raises some baffling problems. 
The circumstances surrounding an employment are 
capable of numerous variations; in particular, the 
foreign element may apply to the employer, the 
employee, the duties or the payment, or to any two 


or more of these. The legislation is meagre, the case _ 


law is extensive, but not always easy to reconcile. In 
this situation we welcome the publication of this 
booklet which sets out the law and the practice 
in a detailed but easily assimilable form. Although 
it covers only fifteen pages, the booklet should 
provide the answer to the majority of the problems 
met with in practice. 
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The Hospitals Year Book, 1955-56 


(The Institute of Hospital Administrators, London. 
475 6d net.) 


The 1955-56 edition of The Hospitals Year Book is a ` 
comprehensive work of reference dealing with all 
aspects of the administration and management of 
hospital and allied services in the United Kingdom. 
The directory sections provide particulars of all 
hospitals and hospital authorities in Great Britain, 
Northern Ireland and the Isle of Man. Other sections 
include details of blood transfusion services, Govérn- 
ment departments, statutory bodies and organizations 
concerned with hospital and health services, local 
health authorities, executive councils, the National 
Health Service Whitley Councils, and contributory 
and provident schemes. There is also a substantial 
reference section for hospital administrators and the 
last section of the book comprises a comprehensive 
guide to hospital purchasing. 

In the course of his annual review of hospital 
service developments, the editor, Mr J. F. Milne, 
refers to the increased hospital building programme 
which is due to start in 1956. Under this scheme 
total hospital capital expenditure will amount to 
rather more than {15 million in 1956-57 and {20 
million in 1957-58, or £3 million and £8 million 
more respectively than the current figure. He points 
out, however, that even in 1957-58 the total to be 
spent on capital expenditure will amount to little 
more than half the pre-1939 rate and will represent no 
more than 1 per cent of the current replacement 
value of existing hospitals. 


Communication in Industry 
Edited by Cecil Chisholm, M.A. 


(Business Publications Ltd, London, in association 
with B. 'T. Batsford Ltd, London. 35s net) 


‘Communication’ is by way of being anew subject, 
and if old-fashioned folk protest that they knew it 
all, or most of it, years ago, they must not be allowed 
to become too damping to new enthusiasm. This 
excellent symposium covers admirably the field sug- 
gested by its title; a number of distinguished people, 
from R. W. Bell to Peter Masefield, writing on 
various aspects of the problem of communication, 
oral, written. and visual, between employer and em- 
ployed. 

Certainly many individuals knew and practised 
it all years ago, but many more did not, and the num- 
ber of the second group may be judged by the state 
of labour relations today: it ill becomes the cynic 
to decry the efforts of those who are trying to improve 
matters. It would be naive to hope that a new works 
Magazine, or a works manager now taught how to 
speak effectively in public, will make a revolution 
in even a single enterprise, but the multiplication of 
little things can come to mugh, and this book, and 
the new subject itself, ndo nothing but good if 
studied and practised by men of goodwill. e 


~ 
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The Theory of Fiscal Economics 
by Earl R. Rolph 
(University of California Press; Cambridge et 
Press, London. 345 net) 
The primary purpose of Professor Rolph’s study is 
to examine the traditional theory of tax incidence. 
He discusses the controversy as to whether a theory 
of tax incidence is complete if the mode of expenditure 
of the revenues by the Government is ignored. He 
also considers the time element in taxation and the 
capitalization of old taxes. A particularly interesting 
section which is rather less difficult to read than much 
of the rest of this book concerns the effects of personal 
taxation upon incentives. The author concludes that 
the question cannot be settled by theoretical analysis. 


RECENT PUBLICATIONS 


‘THe Evgcrronic Orricg, by К. Н. Williams, A.I.B. 63 pp. 
gtx 84. 155 net; 155 4d post free. Gee and Co (Publishers) 
Ltd, London. 

‘Tue MUNICIPAL Yzan Boox and Public Utilities Directory, 
1956. Edited by H. R. Oswald, M.c. xxviiid-1738 pp. 
НАМ £3 155 od net. The Municipal Journal Ltd, 

ndon. 
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MIscBLLANY-AT-LAW, а diversión for lawyers and.others, by 
R. E. Megarry. xvi--415 pp. 8$ X 51. ass net. Stevens ё 
Sons Ltd, London. 

CosTING FOR ADVERTISING, a guide to campaign planning, 
by Robert Brandon. 121 pp. 84 X 54. 12s 6d net. Bailey 
Bros. & Swinfen Ltd, London. 

Tax Cases, reported under the direction of the Board of 
Inland Revenue. Vol. 36, Part I, pp. 1-82; Vol. 36, 
Part 2, pp. 83-161. 3s each net. H.M.S.O., London. . 

APPROXIMATIONS FOR DiciTraL Computers, by Cecil 
Hastings, Jnr. assisted by Jeanne T. Wayward and James 
P. Wong, Jnr. viii--200 pp. 9} x64. 32s net. Princeton 
University Press; Oxford University Press (Cumberlege), 
London. 

Tue PRACTICE OF Prick MAINTENANCE, by K. C. Johnson- 
Davies, M.A.(CANTAB.), T.D., Barrister-at-Law. x + 130 pp. 

54 84. 155 net. Iliffe & Sons Ltd, London. 

CN You Cram? ~ Ап insurance quiz, by John Yaxley. 

74 Mus e das X 8}. 6s net. Chatto & Windus Ltd, London. 

or Busrness, by Н. К. Light, 
B.SC.(LOND. i Res F.C.LS. xvid-320 pp. 5} х9. 155 net. Sir 
Issac Pitman & Sons Ltd, London. 


' WHITAKER'S ÁLMANACK 1956. rxxiii--r,190 pp. 5х74. 


Complete edition, cloth boards, 17s 6d net. Shorter 
edition, paper bound, ros net; library edition, bound in 
leather, 30s net. J. Whitaker & Sons Ltd, London. 

THE ACCOUNTABILITY of PUBLIC COMPANIES, a course of 
studies paper. 31 pp. 6X9. Paper bound. 3s 6d net. 
Administrative’ Staff College, Greenlands, Henley-on- 
Thames. 


FINANCE AND COMMERCE 


For the stock-markets, 1955 will be remembered as 
the year of the ‘Butler squeeze’. In the early part of 
the year the advance in equity values which had 
already run for the best part of two years continued, 
despite the check of a February Bank rate rise. It 
was not until a further increase in official interest 
rates, coupled with curtailment of credit, that the 
bubble of the boom was pricked. The market, 
however, showed a surprising resilience and, although 
new issues competed strongly for investment funds, 
the equity sections have recovered well in the past 
two months,’ largely as a result of a steady flow of 
encouraging profit and dividend statements from 


leading companies. 


Crompton Parkinson 


Crompton Parkinson Ltd, the electrical engineers, 
whose accounts we reprint this week, ranks. as an 
‘oldest inhabitant’ in this column. They were, in fact, 
among the pioneers, some twenty-five years ago, of 
the form of balance sheet which shows how share- 
holders’ funds are represented by assets, first sum- 
marized, and then in detail, Mr J. Harwood Fryer, 
А.С.А., then secretary, who was closely connected 
with this accounting revolution (as it was then) is now 
joint managing director. 

In the present accounts there is no change in form, 
but, as Mr Albert Parkinson, the chairman, points 
out, substantial changes in content. First, is an 
increase in capital by a capitalization of #48, 470 


from capital reserve дпа {£727,767 from ‘revenue 


reserve — unallocated’ (note the term), an increase 
whichenerely recognizes that a substantial portion of 


the reserves is now in the permanent structure of 
the company. 

Another big change in the content of the accounts 
follows from a merger of selling interests in Australia, 
by which the two Crompton merchanting companies, 
Noyes Bros. (Sydney) Ltd and Crompton Parkin- 
son (Sales) Pty. Ltd, ceased to be subsidiaries and 
became subsidiaries of Noyes (Australia) Pty. Ltd, a 
new company with an issued capital of ДАтф million, 
in which Crompton's has a 50 ol hun interest. All 
the assets, liabilities, reserves, of the two 
merchanting companies go out oF te consolidation 
and come in as a trade investment and capital reserve. 


Changes in Reserves 


The capital reserve reflects the extent of the revenue 
reserves accumulated during the period the two 
companies were in the group, and the trade invest- 
ment reflects the value placed upon the net assets 
of those companies, now represented partly by a 
cash consideration due to Cromptons and partly by 
the shares that the company holds as its 5o per cent 
interest in the new company. 

. Profits from the Australian merchanting com- 
panies, which went into surplus from trading, will 
become income from investments to the extent of 
dividends declared by the new company. There are 
no such dividends this time, formal accounts for the 
new company's first year to June 3oth last not yet 
having been completed. 

Mr Parkinson also points out that the closing of 
the company's New Zealand factory has contributed 
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to changes in the accounts; but detailed explanation 
of all the changes, he says, would be tedious. Some 
idea of their magnitude, however, is seen from the 
reduction of approximately £900,000 in net current 
assets and approximately {200,000 in fixed assets. 

The consolidated profit and loss account shows the 
‘trading surplus’ up by £163,341, or about 8 per 
cent. Increased investment income and a lower 
income tax rate are partly offset by writing off the 
stamp duty on the increase in authorized capital 
and the higher specific reserves created, but ел 
dated net income is £102,560 up. 


Further Factors 


Deductions relating to subsidiaries that follow the 
consolidated net income are among the figures 


influenced by the Australian transaction, and have , 


the effect of raising the increase over the previous 
year to {£135,407 when expressed as net income 
taken to account by the parent. On the other hand, 


the tax reduction makes an increase of £16,028 in ` 


the net amount required to pay the dividends, which 
gross are the same as last year. Thus, the amount 
retained out of the year's net income is f119,379 
more. | 

A further point is the conclusion of tax negotia- 
tions relating to an overseas subsidiary which results 
in £144,474 of tax provisions no longer required. 
To this has been added the proportion of the tax 
provisions for 1954-55 released by the tax rate 
reduction, making the £201,850 seen in the consoli- 
dated profit and loss account. 

Another accretion to disposable revenue arises 
from realization in New Zealand 'with benefit of 
inflation’ of assets acquired many years ago. Trade 
investments have been reduced by a write-down of 
£33,868, partly owing to operating losses of one 
company and partly from currency depreciation in 
Pakistan, where two other investments are located. 

These special debits and credits result in a further 
amount of £239,387 being available, making the 
£743,259 which has been put to revenue reserve 

ocated, and the wisdom of this transfer, says 
Mr Parkinson, 18 well supported by the consolidated 
balance sheet, where the net cash position is £756,860 
in cash or call money against last year's £1,432,619, 
a reduction of £675,755, notwithstanding an increase 
of £871,011 in capital employed in the business. 


Money Market 


With two rises in Bank rate and a persistently tight 
official monetary policy, it has been a difficult year 
for the discount houses. Outside competition for 
Treasury bills has been keen, but the introduction of 
the new, shorter dated bill has provided a welcome 
opportunity for bringing variety into the market. In 
the early part of the new year, at least, there is little 
prospect of any easing of the present tightness. The 
reverse, in fact, may be the case. 


Year ended 
june 30th, 1954 


Year ended 
June 30th, 1955 


Year ended 
June 30th, 1954 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
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CROMPTON PARKINSON LIMITED AND SUBSIDIARY COMPANIES 


Year ended 
June 30th, 1955 





£ £ 
899,532 764,125 


£ 
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Brought forward 


£ 
2,015,801 


£ £ 
2,179,142 


Deprecia- 
xed Loans 
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SURPLUS FROM TRADING after chargl 
tion, Directors’ Emoluments, Interest on 


Dividends on Praference Stocks (net) .. 


Interim Dividend paid (nat) 


and Provisions as detailed in the Schedule attached .. 
General P i ЫХ 


income from Investments: Trade 


31,490 


2,047,291 





ropriations Recommended by the Directors 
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Trustees of Central 
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al Dividend and S i Cash Bonus (net) 
nevolent Fund .. a, 
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Stamp Duty in connection with Increase of capital 


Deduct: 
Taxation: 
Profits Tax 





Add: 


1,163,017 





Income Tax 


Provisions no longer required .. a 
Taxation Provision no longer required .. 
Profits relating to previous periods 


884,274 


46,099 








Deduct: 


Transfer to Specific Reserves E 
CONSOLIDATED NET INCOMB .. 


Proportion of surplus on sale of fixed assets by Sub- 
sidiary Company .. s s БЕ е a 
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Cost of Patents acquired during year, written off M 
SURPLUS - Transferred to Revenue Reserva — 
Unallocated (See Note 3 – on page 756 – Ед:).. 


Trade Investments — amount written off 
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my hon. friend's questions of June 27th (Official 
Report, Vol. 543, c. 7-8), and July roth (Official 
Report, Vol. 544, c. 20), the determination of standard 
rates of wear and tear allowances is primarily a 
matter for the Commissioners of Inland Revenue. 
ТЕ it is felt that the rates at present given for combine 
manure drills and fertilizer distributors are inadequate, 


the farmers or market gardeners concerned should’ 


approach the Commissioners, preferably through 
their representative associations. 
Hansard, Dec. 2oth, 1955. Written Answers. Col. 288. 


PuRCHASE ТАХ 
Mr Horman asked the Chancellor of the Exchequer 
the administrative difficulties in remitting purchase 
tax on those goods which were taxed under this 
present Budget, and tax on which has been abolished 
or reduced at the committee stage of the Finance Bill. 


7 Mr R. A. BUTLER: If the manufacturers and whole- 
· salers concerned had been statutorily relieved of any 


obligation to pay tax on their sales during the interim 
period, there would have been no means of ensuring 
that the benefit of the tax remission was passed on. 


` Arrangements have, however, now been made for the 


tax on deliveries during the interim period to be 
remitted administratively in favour of the registered 
manufacturers and wholesalers but only on condition 
that they duly pass on the benefit to their customers. 

Hansard, Dec. зоё, 1955. Written Answers. Col. 288. 


RETIREMENT PROVISIONS: 

TAXATION RECOMMENDATIONS 
Mr Isaacs asked the Chancellor of the Exchequer 
if he is now in a position to make a statement on the 
prospect of implementing any of the recommendations 

in the report of the Тискег Committee. 
Mr R. А. BUTLER: I assume that the hon. Member is 
referring to the recommendations of the Committee on 


„ће Taxation Treatment of Provisions for Retirement. 


The recommendations of this committee are being 
studied in the light of the report of the Royal Com- 


Я mission on the Taxation of Profits and Income, but 


I cannot at present say what the outcome of this 
consideration will be. 


Hansard, Dec. 2oth, 1955. Written Answers, Col. 289. 


DEPARTMENTAL ACCOUNTANCY AND ECONOMY 
Mr SwInc ier asked the Under-Secretary of State 
for Air what action has been taken, as a result of 
investigations by the Committee of Public Accounts, 
to improve the standards of accountancy and economy 
in his department. 

Mr War: Before the Public Accounts Committee 
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-reported on this matter!, improvements had already 


been made in the distribution of stocks, in the 
manning and equipment of the depots and in methods 
of store accounting. The question is being further 
examined in consultation with the Treasury in the 
light of the Committee’s report and a full statement 
will be furnished to the Committee in the usual 
Treasury minute. As the hon. Member knows, the - 
normal practice is for the Committee to present 
this minute to the House shortly afterwards as an 
appendix to one of its own reports. 

Hansard, Dec. 21st 1955. Oral Answers, Col. 2025. 


French Honour for I.C.W.A. Director 
Mr Stanley J. D. Berger, M.C., F.C.L.8., director and 
secretary of the Institute of Cost and Works Account- 
ants, has been presented with La Medaille d' Argent 
de la Ville de Paris for services to the accountancy 
profession. 

The presentation was made in Paris recently by 
M Olivier de Loisy, representing the President of 
the Paris Municipal Council, to mark the long co- 
operation between members of the Institute of 
Cost and Works Accountants and their French- 
counterparts. 

Mr Ian T. Morrow, C.A., F.C.W.A., senior Vice- 
President of the Institute, and Mr Berger were in 
Paris as guests of the Compagnie Nationale des 
Experts Compatables at their ninth national congress. 

At an earlier congress, reported in The Accountant 
of November 1st, 1952, Mr Berger, together with 
Mr 5. С. Tyrell, r.c.w.a., then President of the 
Institute, received La Medaille de Vermeil, in 
recognition of the Institute's work in the field of 
management accounting. 


Crossword for Christmas: Solution 
The solution to the ‘Crossword for Christmas’ 
published in last week’s issue is as follows: 





1See The Accountant, dated December 3rd, 1955, at page 
617. 


MOTOR——FIRE——-CONSEQUENTIAL LOSS 
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Hockey Match 


LONDON STUDENTS 9. 
BRISTOL AND CARDIFF STUDENTS 


An enjoyable day was spent by the London Chartered 
Accountant Students’ Hockey XI, who visited Bristol 
on December 14th and played a team from the 
combined students’ societies of Bristol and Cardiff. 
The match resulted in a win for Bristol and Cardiff 
by three goals to two. 

Due to bad weather, the game had to be played 
on a rather bumpy ground and both teams found it 
difficult to control the ball. London were the first to 
score when Rathbone, at centre forward, put in a 
good shot. However, Bristol and Cardiff’s defence 
soon began covering more effectively, while their 
forwards also made some dangerous movements. 
The score was 3—1 for Bristol and Cardiff at half-time. 

In the second half London were playing downhill. 
Their defence was very steady, while their forwards 
had much the better of the attacks. Coward went 
through to score well and, although there were no 
further goals, the London forwards had several near 
misses. 

Lonpon Srupents: J. S. Kinross Nero C. H. 
Feith (Tulse Hill, A. R. Tunnicliffe (Surbiton) Captain, 

. B. Dunn, W. W. Ashton (West Herts), J. 5. L. Bewars 
ee Stortford), A. P. Stirling (Beckenham), A. J. Dodd 
Burgess Hill, S. T. Rathbone (Reigate), M. Coward 
(Surbiton), А. C. A. Myers (H.A.C.). 
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BRISTOL AND САНОЕР STUDENTS: Н. Thompson (Bristol), | 
R., Adamson (Burnham), T. Whiteway (Cardiff), M. Thomas , 


(Cardiff), D. Parkes (West Gloucs.), R. Rossiter (Clifton), | 
С. Lakeman (West Gloucs.), К. Dakin (Bath), D. Cecil 
(Gloucester) Captain, C. Glover (Cardiff), J. Harris (West 
Gloues.), E 
SEVENTY-FIVE YEARS AGO 
From The Accountant or JANUARY 157, 1881 
A leading article entitled , 
ACCOUNTANTS’ REMUNERATION P 


A letter which we reprinted last week, and а-сого- 
munication from a subscriber to which we give 


publicity this week, draw attention to the vexed^ 
question of a fitting scale of remuneration for work . 


performed by. professional accountants. The first 
had reference to the work of an accountant in his 


capacity of trustee under the Bankruptcy Act; the | 


second deals with administration and winding up 
outside the region of insolvency. The work of framing 
scales calculated to apply with anything like adequacy 
to the varied matters which form the business of an 
accountant is no doubt one of difficulty; but it is a 
matter in reference to which something like uni- 
formity is desirable, and it is, therefore, to be hoped 
that the Chartered Institute will, ere long, consider 
the subject, and issue some authoritative declaration 
in regard to it. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee - 


The Committee announce that Mr J. I. Bell and Mr 
J. S. Craig have been asked to fill the vacancies caused 
by the resignations of Messrs J. E. Price and J. L. 

Wells. 
- А Union tie is now on sale and samples may be 
inspected at the Library. 

Members might also do well to note that a series of 
lectures designed primarily for immediate post- 
intermediate students, details of which will be 
announced shortly, is due to start in January. In 
the past these lectures have proved well worth while. 


Mock Company Meeting 


Despite casualties through sickness, the "board' faced 
а large gathering earlier in the month, only to have its 
accounts (as usual) thrown out and its retiring directors 
refused re-election. It succeeded, however, in escaping 
serious challenge on a director’s loan as well as on a 
stock revaluation, nor was it until a late stage in the 
evening that a member discovered the real flaw — 
namely, the ludicrous position of the subsidiary 
company. 
Youth against Experience . 

It is interesting to recall that sometimes these meetings 
bring unexpected benefit. ‘A few years ago, soon after 
a similar comedy had been staged, an articled clerk – 
as he then was – went to a public company’s annual 


meeting. In the course of the proceedings three. 


members demanded a poll; which was refused by the 
chairman since the articles (unrevised since 1933), 
stipulated .a minimum of five. The articled clerk 
thereupon ‘courteously informed the meeting that 
this provision was now void under Sectjon 137 of the 
1948 Act. The chairman blinked, the secretary hastily 
reached for his copy of the Act and, after discussion, 
the poll was allowed. . 


Unchecked 


A report from its secretary shows that in just over a 
year the Society's Chess Club has achieved an active 
membership of over fifty. It now boasts an ambitious 

programme at the National Chess Centre as well as the 
coaching services of a member of the Institute who is 
reputed to be of international standard. New members 
are welcome whatever their play and. further details 
may be obtained from the assistant secretary. 


А 


Solving the Credit Squeeze 
Few remarks can have caused more delight at a 
students’ dinner than that made by Lord Morris 
suggesting that a bank overdraft might appear on the 
assets side of a balance sheet. It is noteworthy, how- 
ever, that another gentleman, almost sf ‘eminent, 
once asked a board of directogs why a bank overdraft 
could not be written off against a debit balance on. 
profit and loss account. • ~ 


( 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Theoretical and Practical Sides of the 
Profession 

Sm, – Mr Carrington’s remarks made at the London 
Chartered Accountant Students’ annual dinner, 
reported in your issue of December 17th, were very 
amusing. The olive branch extended by Mr 
Cafrington is firmly grasped. In fact, however, the 
bridge between theory and: practice has been built 
on solid rock, and reference to it can be made in the 
first paragraph of my letter published in The Ас- 
countant of August 20th last. 

The trouble is not the bridge but the traffic which 
has been decidedly one way. 

ТЕ is hoped Mr Carrington's influence and benevo- 
lence will now be a great help in changing this 
situation. Yours faithfully, 

' G. W. MURPHY. 
FaAcuLTY or ECONOMIC AND SOCIAL STUDIES, 

Manchester. UNIVERSITY OF MANCHESTER. 


‘Maintenance of Capital in Times of 
Changing Prices’ 

Sır, – Professor Paish brings up once again, in your 
issue of December 17th, the question of the calcula- 
tion of profit when the value of money is changing. 
He points out that, at such times, if you start with 
money and finish with money, you get one figure, 
whereas if you start with goods and finish with 
goods, you get another. He suggests that economists 
prefer the latter, because it is more realistic to assume 
that a company should start with goods. 

The truth is that every business without exception 
starts with money and any assumption to the con- 
trary is a departure from the truth. Now if people 
believe Professor Paish, profits will appear to be less, 
wage claims «an be resisted and cash to cover the 
increased cost of replacement will be ‘painlessly’ 
extracted. 

Professor Paish does not face this issue. ‘However,’ 
he says, ‘I am not going to argue about the merits of 
those two methods; I am going to develop some of 
the problems which arise.” I suggest that, while these 
problems are of great interest to us, we cannot make 
the assumption that a business starts with goods, for 
our professional duty is to tell the truth. 

I believe it to be of fundamental importance that 
we realize the difference between pragmatism and 
the truth. The pragmatist, concerned with the good 
of mankind, makes assumptions which he honestly 
and sincerely believes will contribute to that end. 
Are we accountants to be pragmatists and make our 
contribution, or are we to tell the truth? These are 
the alternatives which is it to be? 

Yours faithfully, 

Birminghag. 4 H. A. BRISCOE, 
[Professor Paish writes: As your correspondent says, 
` to calcalate the cost of maintaining capital intact on a 


replacement cost basis, instead of on an original cost 
basis, reduces the apparent level of business profits 
in times of rising prices. It correspondingly raises it 
during periods of falling prices, and makes employers 
less pessimistic, less anxious to cut wages, and less 
willing to discharge labour. It, therefore, tends to 
prevent extremes of both booms and depressions. 
Does your correspondent object to both these effects, 
or only to the first?] 


Self-service Shops ' 
Sm, - In your issue of December roth, ‘Puzzled’ has 
raised a matter with which I myself have been con- 
fronted and which was settled successfully in the 
following way: 
The question of shortages’ was placed fairly and 
squarely upon the shoulders of each branch manager, 
letting it be understood, however, that this responsi- 


‘bility would be rewarded with a special efficiency 


bonus when the trouble had been eliminated. 

Weekly stock accounts at selling price were main- 
tained for each branch, deficiencies being expressed. 
as percentages of sales, and circulated among all 
branches so that managers could see the position 
which each branch occupied in the ‘efficiency table’. 

Branch operating accounts were prepared monthly 
to ascertain the operating efficiency of each branch. 

Central cashiers and counter sales books were 
employed in the larger shops; in the smaller stores, 
cash registers of the type which produce printed 
receipts were installed. 

Shops were supplied from a central warehouse, 
and sometimes from suppliers direct, but in no case 
were branch managers permitted to take delivery of 
goods in respect of which they had not been previously 
notified from head office. The branch managers had 
no authority to purchase goods for re-sale. 

Delivery notes were forwarded to head office after 


‘having been checked by the branch manager. 


The strictest control over branch expenses was 
exercised. Where the shops are in the same town as 
head office, it is a practical proposition to furnish all 
sundry shop needs.from the central point. Where, on 
the other hand, the shops are scattered, authority 
must be given for small payments to be made by the 
branches. 

A supervisor was appointed for each operational 
area, with the duty of reporting to head office on the 
manner in which each branch was being conducted, 

No inter-branch transfers were permitted unless 
authorized by the supervisor, and fully substantiated 
by stock transfer notes. 

A thorough implementation of the above system 


‘of control will, it is thought, quickly counteract the 


troubles with which ‘Puzzled’ is now beset. 
Yours faithfully, 
R. E. ELLMER, 


Otford, Kent. M.A., A.C.A., A.C.LS.- 
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NOTES AND NOTICES 


The Accountant 
Inpex,To VoL. CXXXIII: JULY-DECEMBER 1955 
The general index to this volume – July to December 
1955, Vol. CXXXIII- will be published with the 
first part of the next volume, dated January 7th, 1956. 
The parts of this volume should, therefore, not be 
sent for binding until the index has been added to 
them. 
Personal 


Messrs BINDER, HaMLN & Co, Chartered Ac- 
countants, of 121 Queen Victoria Street, London, 
EC4, announce that on January ist, 1956, they are 
admitting into partnership Mr P. J. TYNDALL, C.4., 
Mr M. SHIRLEY-BEAVAN, A.C.&, and Mr Е. В. 
THOMPSON, A.C.A., who have been members of their 
staff for some years. Mr THompson will continue to 
be resident in Manchester. 

Messrs HAROLD SMITH & SON, announce with regret 
the death on December 12th, 1955, of their senior 
partner, Mr HAROLD SMITH, F.A.C.C.A., F.C.LS., who 
retired from the practice on November, 30th, 1955. 
The practice will be carried on by his son, the sur- 
viving partner, Ма REGINALD TOWNSEND SMITH, 
Е.С.А., under the style of Навор SmitH & Son, 
Chartered Accountants, at 3 Clwyd Street, Rhyl; 
High Street, Prestatyn and Regent Buildings, 
Market Street, Abergele. 

Mr M. Spencer ELL, F.c.a., of 81 Bell Street, 
Henley-on-Thames, announces that as from January 
rst, 1956, he is taking into partnership Mr R. G. 
FREWIN, A.C.A, and Mr J. О. ARMITAGE, A.C.A., 
both of whom have been on his staff for some years. 
Тће practice will continue to be carried on in the 


' name of M. Spencer ELL & Co. 


Messrs КіснАВ” T. GorprNG, Chartered Account- 
ants, of 41 North John Street, Liverpool, announce 
the retirement on December 31st, 1955, of the senior 
, partner, Mr RicHagD T. GOLDING, F.C.4., as from 

January 1st, 1956, the practice will be incorporated 
with that of Messrs STEAD, TAYLOR & STEAD, Char- 
tered Accountants, at го The Temple, Dale Street, 
Liverpool. 

Mr FRANK S. YOUNG, A.C.A., announces that ће is 
retiring from the firms of Моорте & Young, Char- 
tered Accountants, and MOODIE, EPSTEIN & PARTNERS, 
Accountants, on December 3185, 1955, and is con- 
tinuing practising from that date on his own account 
under the style of Younc & Co, Chartered Account- 
ants, at 5 Mansfield Street, Portland Place, London, 
Wi. 


The Institute of Chartered Accountants in 
England and Wales: 
NOVEMBER 1955 EXAMINATION RESULTS 


The Secretary of the Institute has asked us to state 
that each candidate at the November 1955 Inter- 


. mediate and Final examinations may expect to 


receive by post on Saturday, January 21st, a m 
informing him of his pass or failure. 
A full list of pated candidates will be БЕБЕ 


"at the Institute offices at noon on Tuesday, January 


24th. 

Candidates cannot be informed of their results by 
telegram or telephone and no inquiry as to whether 
the results are available can be entertained. 


Professional Notes 


Mr D. Е. Hewitt, a.c.a., internal: auditor of the 
Wesleyan and General Assurance Society, of 
Birmingham, has been appointed assistant secretary 
of the Society as from January 1st, 1956. 

Mr J. H. Eltringham, M.B.E., T.D., B.COM., F.C.A., 
has been appointed a director of J. С. Peckston Ltd, 
of Middlesbrough, as from January ist, 1956. 


Official Receiver Appointments 


The Board of Trade has announced that Mr John 
Birkett Gibbs Moore has been appointed an Official 
Receiver for the Bankruptcy District of the County 
Courts of Ashton-under-Lyne and Stalybridge, 
Blackburn, Blackpool, Bolton, Burnley, Oldham, 
Preston, Rochdale, and Stockport. The appointment 
takes effect from December 19th, 1955. 

They also announce that Mr Wi Austin 
Driskell has been appointed Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Canterbury, Rochester and Maidstone as 
from the same date. • . 


In Parliament 
INCOME TAX 


Mr Озвовме asked the Chancellor of the Exchequer 
what he estimates would be the cost of abolishing 
Schedule А on all owner-occupied houses. 

Mr R. А. BurLER: About £25 million in a full year. 

Sir A. BossoM asked the Chancellor of the 
Exchequer if he will increase the income tax allowance 
for wear’ and tear on combine manure drills and 
fertilizer distributors, which at present stands at 
only five-fourths of xo рег cent. 

Mr R. A. BUTLER: As explained in the reply to 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SW] 


Telephone: Victoria 2002 (3 liges) 


VALUERS- AND ASSESSORS z 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. - 


